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Introduction

This volume accompanies the Performance Audit Manual to which reference should
be made.

The volume comprises Templates which can be used during the Performance Audit
process and Case Studies that cover:

e Example of Good Housekeeping Audit — Vehicles;
e Example of Good Housekeeping Audit — Printing; and
e Proforma Performance Audit Report - Health.

The Good Housekeeping audits are included to give information as to how basic
Performance Audits can look. The reporting style does not follow that of the ISSAI.

The Proforma Report follows the ISSAI format and indicates what is expected to be
included in each section.

This is not a complete Performance Audit Report but is intended as providing
guidance as to the format which SAIl should follow when reporting a Performance
Audit. To aid in this process, some of the sections have examples of the sort of text
which should be developed but in other areas there is guidance on the audit steps to
be taken.
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Template #1: Looking at Intangible Problems

PERFORMANCE AUDIT

METHODOLOGY

An approach to Performance Auditing; a way of looking at intangible

problems.

Instructions

1. Answers to all questions should be indicated by a Tick (v) in the appropriate column with

comments as required

2. Any No answer or adverse comments must be referred either to the Main Points

Schedule or the Outstanding Audit Works Schedule as appropriate.

Y
e
S

N
o

Comments

Schedule
Number

1 Methodology

1.1 Liaise with Service Management; ascertain what
they think might be areas where value-for-money
could be improved.

1.2 Consider the area to be audited as a System. List
inputs and outputs to this system using appended
Management Overview Diagram.

1.3 Are you sure that you know what your objectives
are?

1.4 Have managers any incentive to seek VFM?

1.5 What do people want from the service? Are they
getting it?

1.6 Is the way the service is provided ever reviewed?
If so, specify how often and when review last took
place.

1.7 Which parts of the service, if any, must be
provided by law (statutory) and which not
(discretionary)?

11
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1.8 Does the budget system restrict choice of policy?

1.9 What are realistic alternatives?

1.10 How can performance be measured?

1.11 Can you make comparisons with similar services
within the organisation? If so, do so.

1.12 Can you make comparisons with outside
organisations? If so, do so.

1.13 What are the levels of accountability?

1.14 Have policy and/or management decisions lead
to value-for-money ?

1.15 What Management Information is available?

1.16 Is it of any use?

1.17 Can it be improved?

1.18 Is the Management Information going to the right
people?

1.19 Are there any hidden subsidies (services
provided at less than full cost)?

1.20 If so, who benefits?

1.21 Which areas are likely to contain waste,
inefficiency or extravagance?

1.21 Have Service Management followed up points

12
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from previous VFM Audits?

services)?

1.22 Are there any specialist units within the service
which can be used (e.g. Internal Audit; Management

Subject to the satisfactory resolution of the major points noted on Schedule x and clearance
of the Schedule of Outstanding Audit Work (Schedule y), in my opinion we have met the

overall audit objectives.

Signed

13
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Template #2: Overall Arrangements

PERFORMANCE AUDIT

OVERALL ARRANGEMENTS

Control Objective: To compare the organisation’s arrangement for

securing value-for-money with current best practice.

Instructions

3. Answers to all questions should be indicated by a Tick (v') in the appropriate column with

comments as required

4. Any No answer or adverse comments must be referred either to the Main Points

Schedule or the Outstanding Audit Works Schedule as appropriate.

Y|N
e|o
S

Comments

Schedule
Number

1 Vision

1.1 Is there a Mission Statement?

1.2 Is there any statement of significant changes or
developments that management expects to occur
in future years?

1.3 Do these statements cover every sector of the
organisation?

1.4 Is there management commitment to achieve
these aims?

2 Strategy

2.1 Is there a strategic plan covering three or more
years into the future?

14




PASAI

Performance Audit Manual — Case Study

2.2 If so, does it cover:

e detailed analysis of the organisation's
environment - physical, economic and
social;

e Planned changes in client, service and
management priorities;

e Standards of service to be produced by
each area of the organisation defined in
terms of output or results;

e Planned allocation of staff and other
resources;

e Planned capital expenditure by project;

¢ Planned source and application of funds;

e Is the strategy made available to the
general public and communicated to the
staff?;

e s it reviewed annually? If so is this a
comprehensive review or just in areas
where expenditure increases or decreases
are considered?; and

¢ Are there contingency plans to deal with
main risks to the overall plan?

3 Structure

3.1 Is the overall committee/board structure aligned to
the management structure and to the organisation’s
policies and services.

3.2 Has this structure changed with changing policies
over the years?

3.3 Is there a review mechanism to do this?

3.4 Is the responsibility for each element of the
organisation’s activities clearly placed in the hands of
one manager with minimal duplication of
responsibilities?

3.5 Can these managers recommend pricing actions,
personnel changes and re-allocation of resources
within their budgets?

4 Systems

4.1 |s there a long term policy review process?

4.2 If so, does it cover:
*  The continued relevance of services, service
standards and alternative methods of delivery;

Comparison with other similar organisations -
both in the public and private sectors if
possible;

15
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Examinations of the use of scarce resources of
skilled manpower, land buildings, equipment
and energy; and

Potential for new information technology to
improve services or reduce costs.

4.3 Are there adequate processes for planning and
budgeting?

*

4.4 If so:

Is there an annual plan setting performance
milestones for each service or function?;

Is there an annual budget placing
responsibilities for income and expenditure on
recognisable cost centres appropriate to the
organisation?;

Are output/performance measures considered as an
integral part of the budget process and are they linked
to the budget cost centres?

4.5 Is there a system of performance review?

*

4.6 If so, does it cover;

Whether budget holders receive regular
monthly reports of actual versus budgeted
income and expenditure within fifteen working
days of the month's end;

Has the year-end audit identified major
surprises in terms of over-expenditure or under-
collection or have major overspends been
noted in contract?; and

Do members/board receive regular quarterly
performance review reports? Is there an
annual review and is this made available to the
general public?
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5 Skills and Staffing

5.1 Are individual responsibilities of the top three levels of
management clearly defined in terms of results to be
achieved?

5.2 Is every individual manager's performance regularly
assessed by his/her superior against the agreed results
and are training and development needs explicitly
identified?

5.3 Is there a system for rewarding managers who
consistently achieve more than their planned results?

5.4 Is there a significant investment in training for
general management responsibilities for both members
and officers?

5.5 Does the organisation have to recruit middle
management externally or does it bring on its own staff?

5.6 Are all manpower vacancies subject to senior
management review before being filled?

6 Style

6.1 Are questions of style ever discussed between the
Chairman and the Chief Executive?

6.2 Do the members/board ever meet staff, apart from
senior management, to discuss individual departmental
problems?

6.3 Is responsibility for decision making and problem
solving delegated as far as possible?

6.4 Are attempts made to secure participation of
employees and supervisors in decisions affecting their
future and does the system encourage the development
of people?

6.5 Are steps taken by senior officers throughout the
organisation to re-enforce the commitment to serving
the public well? Has any employee been awarded for
outstanding service?
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6.6 Examine the paperwork supplied to the board, by
whatever name called, for a recent meeting and satisfy
himself, for example, that:

e Board Members received the material in
good time. Say at least five days before
the meeting;

e All the relevant facts (and only the relevant
facts) were presented;

e Appropriate options has been identified and
evaluated; and

e Manager's recommendations were clear.

6.7 To what extent does the board concentrate on
important issues and how much time do they spend on
the ftrivial.

Subject to the satisfactory resolution of the major points noted on Schedule x and clearance
of the Schedule of Outstanding Audit Work (Schedule y), in my opinion we have met the
overall audit objectives.

Signed Date
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Template #3: Follow Up Desk Review

Audit Report:
Date of Issue:

Name of Organisation:

Recommendations Action Status/ Reasons for
Taken* Progress Non-
completion

e As per the detailed Action Plan/Report submitted.
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Case Study #1: Performance Audit Report on
Vehicles

Title Page:

Performance Audit on Vehicles of [the
Organisation]
Date

SAI
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1. Introduction

1.1 Purpose of Study

This study reviews the organisation’s transport arrangements in terms of
“performance audit”.

1.2 Terms of Reference

Terms of Reference for the study were:

“To investigate whether proper arrangements exist to secure value-for-money in
the acquisition, operation and utilisation of plant and vehicles.

To seek opportunities to reduce the cost of plant and vehicles, whilst maintaining
the existing level of service.”

1.3 Scope of Study
The study covered all of the following aspects of the provision and maintenance of
the transport fleet:

e Management and Systems: management responsibilities; budgeting and
budgetary control; cost recording and reporting systems; and
arrangements for re-charging users;

e Economy and Efficiency of Vehicles: operating costs; servicing and repair
arrangements; vehicle availability; spares and tyre provisioning; fuel
purchasing; replacement policies and their application; and

e Economy and Efficiency in Environmental Health: capacity provided;
vehicle utilisation; arrangements for hiring in.

Environmental Health Department (EHD) was selected for study as a large user of
transport in preliminary discussion with officers. There were no expectations that
EHD would be other than a typical user department.

For convenience, the following vehicle users have not been examined during the
study because the number of vehicles used is insignificant:

e Museum: 2 vans;

e Finance: 1 car;

e Secretary: 1 car; and
e Housing 1 car.
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2. Method of Working

The study was undertaken by an external auditor, who was supported by an internal
auditor and many other staff contributed to the study. The total external audit
resource has amounted to 25 man-days. The arrangements to involve staff of the
authority in the study have worked well and we are grateful of the assistance
provided.

Our work during the study has involved:
e discussions with relevant officers;
e visits to various sites; and
e review of costs and performance data.

In this later aspect, the study has been constrained by limitations in the quality and
comprehensiveness of the available data.

3. Vehicle Fleet

3.1 User Departments

The total vehicle fleet as at 1 April 20xx amounted to 163 vehicles.

The composition of the fleet varies widely according to the user departments
specialist vehicle requirements. Of the total of 163 vehicles some 66% are standard
production models. The balance comprises specialist vehicles which are either
special purpose vehicles of a standard design (e.g. tractors) or standard production
chassis/cabs with additional specialised plant mounted on them (e.g. tower wagons;
refuse collection vehicles, street sweepers, etc.). The broad categorisation of the
fleet is given in Table 1 below:

Table 1: Vehicle Fleet Profile

User Department Vehicle Type
_ Car Light Medium Specialist Total
Commercial Commercial Vehicles

]

e | 2 :
e :
: :
P : 1
]
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Environmental 9 7 29 45
Health
Technical Services 11 15 17 43

Building 1 28 18 1 48
3 53 52 55 163

4, Sites

Most vehicles operate from a designated base at which responsibility and control is
exercised. Vehicles remain at their bases overnight and when not in use.

The main sites are their purposes are shown in the following table. Vehicles not
based or stores at these sites are parked at their normal operating base when not in
use.

Table 2: Vehicle Sites

Site Department Functions
Hodsoll Road Depot Technical Services 1. Petrol and Derv storage and
issue;

2. Overnight parking for Technical
Services vehicles;

3. Overnight parking for EHD
vehicles; and

4. Inspection and lubrication point
for EHD vehicles.

Mill Lane Transport Department 1. Bus depot;
2. Derv storage and issue (buses
only); and

3. Base for some Transport Dept.
ancillary vehicles.
Darwin Close Building Department 1. Petrol and derv storage and issue
for Building Dept. vehicles; and
2. Overnight parking for Building
Dept. vehicles.
Bennett Road Transport Department 1. Vehicle maintenance and repair
workshop;
2. Vehicle spares store;
3. Overnight parking for some
Transport Dept., vehicles; and
4. Holding point for vehicles
awaiting disposal.
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5. Costs

5.1 Costs of Transport Provision

The accounting systems involved in recording transport costs make it difficult to
establish clearly the total costs involved in operating the vehicles.

Table 3: Summary of Transport Operating Costs per Estimates

User Department 20XX-2 Actual (£°000) 20XX-1 Estimated 20XX Budget (£000)
Out-turn (£000)
Environmental Health 486.0 480.6 294.2

89.2 104.7 71.8
I

Total £638.8 £654.2 £326.8

The significance of these figures is constrained by the following limitations:

e Costs relating to the operation of ancillary vehicles by the Transport
Department are not separately identifiable and the costs relating to
vehicles operated by the Direct Labour Organisation (DLO) of the Building
Department and Technical Services Departments are outside of the
Estimates; and

e The 20XX Budget is not directly comparable with previous years due to a
change in the method of charging provision for replacement to the
vehicle replacement fund. This has been brought about by the
constraints placed upon capital expenditure and spending limits.

Our primary source of vehicle cost data has been the Haulage and Plant System
which provides a means of recording costs against all the authority’s vehicles with
the exception of Building Department whose transport costs are recorded on a
totally separate system. The actual costs reported for the main transport users for
the last two financial years are shown in Table 4 and differ considerably from those
in Table 3 for the following reasons:

e DLO vehicle costs are not included in the Estimates; and

e Some transport costs are not separately identified in the General Rate
Fund Estimate document.
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Table 4: Transport Operating Costs: Main User Departments

20XX-2 (£°000) 20XX-1 (£’000)
Environmental Health 432.9 497.4
Leisure 62.1 71.5
Technical Services 145.3 174.7
Transport 115 15.6
Total £651.8 £759.2

These costs are made up of the following items:
e Depreciation (at estimated replacement value);
e Petrol;
o Oil;
e Repairs and Maintenance;
e Tyres and Batteries; and
e Road Fund Licence and Insurance.

The Building Department transport recording system accumulates data against each
vehicle for which a record exists on the master file but we were unable to use the
information on this system because:

e A master file record does not exist for every vehicle on the system; and

e Petrol issues were only entered into the system for the first half of the
year and the value reported are, therefore, incomplete.

We, therefore, found it necessary to examine the financial ledger where a separate
account is maintained for each category of transport cost on a vehicle by vehicle
basis. From this source, we were able to establish that transport costs in the
Building Department were of the order of £120,000 for the year 20XX-1.

From the various sources of transport data examined, we were able to establish that
total costs involved in operating transport were in the region of £900,000 for 20XX-1.

The approximate replacement value of the fleet as set out in the vehicle
replacement schedule is currently estimated at £1,680,000 as shown in the following
table:
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Table 5: Ancillary Vehicles: Estimated Replacement Value
User Department Number of Vehicles Estimated Replacement Value
(£7000)

.
| Museum 2 15
e : :
e : :
s i
]
163 £1,680

5.2 Conclusions

We encountered a number of problems in our attempts to obtain total annual
transport costs from a number of sources and were unable to establish one source of
information from which to gather consistent data in respect of all the authority’s
vehicles.

This led us to conclude that:

e the cost of transport, as presented in the Haulage and Plant Statistics, is
the main source of management information on vehicles but this is not
reconciled with the financial ledger; and

e comparisons between years are invalidated by unreconciled changes in
the basis of accounting for transport costs.

6. Departmental Responsibilities

6.1 Introduction

Transport Department provides a centralised service for all departments which
operate vehicles and mechanical plant. This service embraces scheduled
maintenance, repairs, processing accident claims and the procurement and disposal
of vehicles.
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Transport Department provide technical advice on vehicle types and suitability and
act, in effect, as a buying agent for user departments by submitting applications for
approval to purchase to the appropriate committee and by processing purchases.
Vehicles are normally purchased by competitive tender but were special purpose
vehicles are concerned it is often necessary to purchase from a named supplier to
meet the user’s agreed technical requirements.

Servicing and repair work is carried out from a recently established workshop
operated by the Transport Department at Bennett Road. In addition, some vehicle
inspection and routine lubrication work is undertaken on the EHD fleet at the
Hodsoll Road depot near the town centre. This involves fitters travelling to Hodsoll
Road, usually during the afternoons.

A night shift is operated at Bennett Road as a means of avoiding, as far as possible,
down-time on vehicles involved in essential services and to reduce to the minimum
the need for back-up or hired-in vehicles.

Routine maintenance is carried out on a programmed time cycle and follows the
guidelines laid down in the “Operator’s Guide” published by the Department of
Transport.

Repair work is carried out according to need as it arises. User departments may
request work by submitting a defect report sheet or the need for repair may arises
from faults being discovered during routine maintenance.

The Transport Department carried a stock of vehicle spares. These spares are kept in
a small store at Bennett Road and are restricted to fast moving items only. All other
spares are bought in as required and it is the responsibility of the Transport
Department to obtain all spares at the most competitive prices available.

All vehicles introduced to the fleet or taken out of service are handled by the
Transport Department who submit the necessary notification to the Finance
Department for the commencement or cessation of insurance cover and the
purchase or surrender of road fund tax. In effect, the Transport Department is
responsible for ensuring that all vehicles are taxed when on public roads.

Disposals are the responsibility of the Transport Department and it is current policy
to dispose of all vehicles through British Car Auctions. Vehicle replacement policy
and vehicle servicing policy were both formulated by the Transport Department and
have been in force for a number of years. Transport Department oversee both
policies and user departments have little discretion in the operation of these
policies.

6.2 Responsibilities of Users

User departments are regarded as being responsible for the number and mix of their
vehicle fleet.

User departments bear all relevant costs, including:

e costs incurred in operating the vehicles; including fuel, tyres and other
consumables;

e maintenance and repair costs;
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e cost of additional and replacement vehicles; and
e road fund licence and insurance.

The user is responsible for ensuring that each vehicle is fully serviceable. This
involves regular checks by the user of oil and water levels, lights, indicators, etc. and
a general visual inspection of the vehicle. For refuse collection vehicles, EHD are
provided with a daily inspection service by the Transport Department’s service
depot, for which it is charged. There is a defect reporting system which enables
drivers to record defects for rectification by the Transport Department servicing
function.

The user departments are responsible for notifying accidents and for ensuring that
the driver completes an accident report form. Where an insurance claim is involved,
the user departments must complete claim forms but, thereafter, they have no
further involvement unless the claim is not met fully, in which case the user
departments bears the cost.

The operational use of vehicles is, in all respects, fully the responsibility of the user
department.

6.3 Other Department’s Responsibilities

Three departments have direct involvement in matters relating to the transport
fleet:

e Finance Department: the insurance section is responsible for submitting
and settling claims upon the Organisation’s insurers. The accountancy
section administers the vehicle replacement fund and collates the vehicle
replacement schedule for each user department;

e Technical Services Department: petrol and derv storage and issue at the
Hodsoll Road depot is controlled by Technical Services Department which,
as well as supplying their own vehicles, issue fuel to EHD vehicles based at
this depot; and

e Building Department: Building Department have their own on-site petrol
and derv facilities at Darwin Close and supply fuel to their on vehicles
only.

6.4 Conclusion

From our discussions with the main user departments we were able to draw the
conclusion that responsibilities for transport resources are:

e well defined;
e clearly understood;
e correct in principle; and

e appropriate to the task.
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By charging user departments for servicing and repairs, fuel, oil and tyres, insurance
and road fund licences, the organisational responsibilities and relationships are fully
reflected in the financial procedures.

7. Vehicle Replacement and Purchasing

7.1 Policy

The vehicle replacement policy is founded on a time basis using what are considered
to be appropriate life cycles for each category of vehicle. The stated policy is
contained in Table 6 below:

Table 6: Vehicle Replacement Policy

Vehicle Type/Category Estimated Life Cycle for Replacement (years)
Light Commercials 4
Trucks and Heavy Commercials 6
Refuse Collection Vehicles 6
Street Cleaning Vehicles 6

Tractors 10

Tower Wagons 10

There are some minor exceptions to the application of this policy. Two commercial
vehicles operated by the Museums Department are scheduled for replacement after
five, rather than four, years and a tractor used by EHD after 13, rather than 10,
years. Otherwise, all vehicles initially appear on the replacement schedule strictly in
accordance with the stated policy.

7.2 Basis of Policy

Whilst the replacement policy has been in operation for several years in its present
form, there is no quantified basis supporting the policy. Our examination of running
costs, incurred by similar vehicles, shows wide variations. This suggests that to
replace vehicles in accordance with age will not necessarily ensure the most
economic replacement. The condition and service history of individual vehicles is
reviewed by the user departments and the Transport Department as they become
due for replacement. We were informed that this tends to lead to postponing the
replacement of a vehicle which is still operating efficiently but does not often lead to
the early replacement of a vehicle which is proving expensive to operate. Some
switching of the order of replacement occurs but this is restricted by the price
compatibility of vehicles. Only if a vehicle due for replacement, but suitable for
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retention for a further period, is of a similar value to one requiring replacement
ahead of schedule is it practical to adjust the cycle within the stated policy.

7.3 Building Department

Over the last two years the Building Department has moved away from replacing
vehicles by purchase due to the financial implications of capital expenditure on any
department operating as a DLO. During the previous financial year vehicles due for
replacement were disposed of in the normal way but replaced by vehicles obtained
on a five-year lease agreement.

This decision was taken entirely on the grounds of reducing capital investment rather
than as a result of a detailed study of the alternative methods of vehicle acquisition.

More recently vehicles due for replacement have been disposed of and new vehicle
requirements been met by hiring in vehicles from a local dealer. This is an unusual
arrangement involving an informal arrangement to provide suitable vehicles on a
short-term rental basis but at rates said to be competitive with long term contract
hiring rates. No detailed cost comparisons have been made between owning,
leasing and hire but the flexibility provided by short term hire is considered by the
department to be the key benefit as it allows transport resources to be adjusted to
match demand at very short notice. No evidence was presented to demonstrate the
extent to which short term flexibility is necessary.

7.4 Vehicle Replacement Expenditure
Changes in the vehicles fleet for the past two years are set out in Tables 7 and 8
below:

Table 7: Vehicle Acquisitions

Operating Department # of Vehicles Total Value (£)

ISR Housing 1 3,367
Environmental Health 7 120,224
Technical Services 3 9,090
Leisure 3 24,667
Building 12 47,002*
. Total 26 £204,350
IEET Housing - :
_ Environmental Health 5 135,597
_ Technical Services 1 3,568
Finance 1 18,466
Building 5 18,895*
Total 12 £176,526

* Capital value of vehicles on Five Year Leases.
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Table 8: Vehicle Disposals

Operating Department # of Vehicles Realisation (£)

m Environmental Health 8 5,525
Technical Services 4 2,115
Leisure 1 390
Transport 1 530

 Total 14 £8,560
1

m Environmental Health 1 690
Technical Services 2 2,460
Building 4 380
Total 7 £3,530

7.5 Replacement Fund

Funds for vehicle replacements are accumulated in a vehicle replacement fund
administered by the Finance Department. Inputs to the fund are based upon
monthly depreciation charges against each vehicle. These charges are calculated
according to a factor applied to the anticipated replacement cost of each vehicle, to
accumulate a provision equal to the expected cost of acquiring a vehicle on the due
date.

Due to late replacement and non-replacement of vehicles in recent years and lower
than anticipated inflation in new vehicle prices, the fund has accumulated a surplus
in excess of £1 million at April 20XX.

The balance in the fund cannot be used at present to make scheduled replacements
without an adverse effect arising doe to current government policy on capital
expenditure by local authorities.

The monthly provision for replacement charged against each vehicle has been
suspended for 20XX pending a detailed review of the fund. Monthly operating costs
as reported by the Haulage and Plant Statistics will, therefore, not reflect a charge to
the user for the capital value of the vehicle until the position has been reviewed.

7.6 Purchasing

The standard procedure for obtaining vehicles is by competitive tender. This
procedure involves submitting vehicle requirements to three or more potential
suppliers and accepting the lowest tender. Certain special purpose vehicles have to
be bought from a nominated supplier to meet user specifications.

Wherever possible opportunities for testing trials, demonstrations, consultation with
other operators and visits to manufacturers are pursued as an essential part of the
selection process.
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In some instances, vehicles perform a two-stage function by undergoing conversion
from one purpose to another. This arrangement applies to refuse collection vehicles
where the chassis/cab has a longer life than the refuse disposal machinery. At a
suitable point in time these vehicles are converted into gritters. As these vehicles
are only used during the extremes of winter, this provides a lower cost solution than
the purchase of new vehicles.

7.7 Conclusions

Whilst the replacement policy has been in operation for several years in its present
form there is no quantified basis to support it.

The practice of reviewing the replacement schedule by a process of consultation
between Transport Department and user departments offers some flexibility within
a strong replacement policy but we were given the impression that this serves to
delay the replacement of vehicles which have been lightly used more often than to
bring forward the replacement of heavily used vehicles exhibiting high maintenance
costs.

The rigid nature of the replacement policy according to vehicle age appears to deter
users from delaying replacement, even if a vehicle is suitable for retention, for fear
of losing an opportunity to obtain new vehicle in the future. Purchasing policy fails
to take full advantage of the authority’s buying power. Despite the forward
scheduling of replacements tenders are sought for immediate requirements only.

With only minor exception we found a general absence of cost justified cases for
vehicle replacement.

7.8 Recommendations

Formulation and operation of a vehicle replacement policy is a subject of some
complexity. Considerable research has gone into developing sophisticated policies
for vehicle replacement.

We, therefore, recommend that immediate attention be given by Transport
Department to:

e obtain and review available research material;

e review existing policies in the light of research and prepare an updated
policy; and
e establish and maintain a procedure for updating policy.
We also recommend that the provision of allocated funds in the vehicle replacement
schedule as part of the annual budget should not be regarded as a proven need to

spend. Rather, each vehicle replacement application should be subject to a
presentation of the facts supporting the case for replacement.

A check list of the points to be covered in the justification should be prepared. When
an application for replacement is made, it is the user’s responsibility to ensure all
points are covered.

The checklist should include:
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e details of the vehicle being replaced;

e details of the proposed replacement;

e utilisation of the fleet of which the vehicle forms part;

e replacement policy applied;

e the date the policy was last reviewed;

e operating costs incurred by the vehicle to be replaced;
e alternatives considered, complete with evaluation; and
e astatement of recommendation.

Where the vehicle being replaced is not a direct replacement (i.e. an additional
vehicle or a vehicle of very different price, size or function from that being replaced)
a full cost benefit comparison with direct replacement must be provided.

For specialist vehicles which have different specifications, cost/performance
justifications must be submitted.

The current practice of purchasing individual and small lots of vehicles by separate
tender should be reviewed. A tender to cover a number of vehicles over a particular
period (e.g. a year) rather than separate single transactions may provide the
opportunity to negotiate a more advantageous price.

8. Servicing and Repair

8.1 Depot Arrangements

The vehicle servicing depot is operated by the Transport Department. In April 20XX
it was relocated from old premises at Blakes Lock to a new purpose-built workshop
at Bennett Road.

This new depot adjoined a workshop for bus repairs and maintenance but operates
as a self-contained unit. It is equipped to carry out repairs and maintenance
required by the fleet as well as annual Department of Transport testing and some
accident repair work. The latter is individually assessed to see whether it is within
the depot’s capacity or whether it should go outside to a commercial repair shop.

The workforce comprises thirteen productive personnel, three of whom operate a
night shift to ensure urgent repairs can be completed with the minimum downtime.
Some limited facilities exist at Hodsoll Road depot to allow lubrications and other
minor repairs, requiring a minimum of specialist equipment, to be carried out of
vehicles based there without the necessity for them to travel to Bennett Road.

Day to day control of the service function is the responsibility of the Assistant
Engineer (Ancillary Vehicles) and the work force is structured as in Table 9 below:
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Table 9: Organisational Structure: Transport Service Department

Assistant Engineer

(Ancillary Vehicles)

Clerical Stores

(3 posts; 1 filled)

Foreman

Chargehand

(Day)

Deputy
Chargehand

4 Fitters
1 Fitter/Turner

1 Auto Electrician

Chargehand

(Night)

2 Fitters
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8.2 Servicing Policy

Frequency of servicing is based on guidelines provided to “O” licence operators by
the Department of transport. Adherence to those guidelines is considered of
paramount importance for the protection of the Organisation’s “O” licence. The
guideline recommends that, in addition to following the manufacturer’s routine
maintenance schedules supplemented by a defect reporting system, a regular
inspection should be made of each vehicle:

“to determine the condition of those items which make a significant contribution
to their safe operation”.

The guidelines recommend that these inspections be carried out at regular, pre-
determined, intervals of time or mileage. All organisation vehicles are inspected and
serviced on a time basis, regardless of mile, although some recent modifications
have been made in respect of small commercial vehicles to reduce the amount of
work done if mileage since last service is low. The servicing of vehicles to a strict
time schedule is considered by the Transport Department to be preferable to a
mileage basis as it provides an even and pre-determined flow of work.

Service intervals are every three months for light vans and pick-ups and monthly for
large commercial vehicles and specialist vehicles. routine service work is controlled
by a series of service schedules to cover each vehicle category in the fleet and these
schedules form both the instruction to the fitter as to the checks or work to be
carried out and as the vehicle history sheet to provide a complete service history
record for each vehicle.

Attention has previously been drawn to the fact that, whilst present policy is
extremely thorough and well controlled by the use of standard schedules, servicing
on a purely time basis may give rise to over servicing. An examination of 33 vans
should that all had done less than 10,000 miles in a year but were serviced four
times, twice the manufacturer’s recommendation. It appears that savings can be
made by less frequent services. There is an absence of readily available data, nor has
any analysis been undertaken, on the frequency with which faults are found during
inspections which, if adequately gathered and reported, would provide a sound basis
for establishing and planning service schedules.

8.3 Servicing Labour Rate

Transport Department repair workshop operates as a vehicle servicing centre for
vehicle users. Maintenance and repair work undertaken is recharged internally to
the user departments. Labour is charged at an hourly rate which includes an on-cost
calculated to absorb the total operating costs of the repair workshop. Parts issued
from stock are recharged to the user at average cost. Specially purchased spares are
charged direct to the user departments at cost and do not appear as an input into, or
transfer out of, Transport Department.

The current labour rate is labour cost plus 270%. This has not been reviewed for two
years. The change from Blakes Lock to Bennett Road indicates that a new, higher,
on-cost will need to be applied to absorb the new overheads.
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In our discussions with user departments we found that the current labour rate was
generally thought to be in the order of £9 per hour, a competitive rate relative to
that ruling in commercial repair workshops. At the same time, some user
departments expressed the view that servicing costs were high, contradicting the
competitiveness of a £9 per hour labour rate.

An investigation of a small sample of repair jobs revealed that, in practice, the hourly
labour rate varies from job to job. We identified certain jobs where the effective
labour rate was in excess of £15 per hour. The variations in labour rate are brought
about by a number of factors.

Firstly, the labour cost on an individual job to which the on-cost is applied can vary
according to:

e the rate of pay of the fitter(s) involved;
e overtime working;

e holiday/sick pay; and

e back pay.

Secondly, time can be charged to a job which would not necessarily be rechargeable
in a commercial environment such as rectification of faulty work and time spent
collecting spares.

8.4 Charging the User

The actual charge made to user departments in respect of jobs is communicated to
the user through the Haulage and Plant Statistics (HPS) system where individual jobs
are accumulated within months. Consequently, the user is not aware, on a job by
job basis, of the repairs and maintenance costs being incurred by each vehicle
although, of course, there is general awareness of large repair jobs as they arise due
to the non-availability of the vehicle concerned. The HPS system gives only the total
figure for repairs and maintenance for each our week period and does not
distinguish between, for example, inspection, routine service maintenance, resulting
repair, emergency repair and rectification of defects reported by the user; this being
a very obvious analysis structure given the present arrangements.

Users also complain that the departmental reports from the HPS system are
consistently late, being issued some two to three months in arrears. This tends to
discourage users from reviewing vehicle costs in detail and consequently there is a
general failure to seek explanations for exceptional costs.

No reporting procedure exists for notifying user departments of faults arising from
driver abuse.

8.5 Level of Servicing Costs

The failure of the existing reporting system to separate repair costs from scheduled
maintenance means that maintenance costs for each vehicle can only be reviewed in
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overall terms. Nevertheless, the system does provide for the recording of vehicle
usage and mileage which, if used, provides the means to calculate and compare
operating costs per mile and per hour of service.

Unfortunately, this facility is not fully utilised by any user department and it was,
therefore, necessary for us to undertake a separate study to compare costs. Our
sample was restricted to those vehicles for which reasonable mileage data was
available and we were unable to collect any reliable data on vehicle usage in hours.
Consequently, we were only able to review vehicle costs on a cost per mile basis. A
review of Escort and Marina vans revealed repairs and maintenance costs ranging
from 2p to20p per mile, with the majority between 4p and 7p per mile. Sherpa and
Transit vans showed a range of 4p to 29p per mile, with the average being 9p to 10p
per mile. Even without the benefit of comparative costs from external sources, an
internal comparison of this nature shows a wide variation in each category of vehicle
and is a useful means of reviewing fleet costs.

8.6 Efficiency

The vehicle workshop personnel are paid by an hourly rate based on attendance
coupled with a bonus system based on an efficiency index related to the number of
jobs completed against a target throughput. No account is taken of individual job
times and only a few operations are subject to standard times. 66% of the fleet is
made up of near standard vehicles for which the majority of repairs and
maintenance jobs have standard times issued by the manufacturer. Without the use
of standard times or some similar system there can be no adequate measure of
efficiency and the performance of the workshop can be judged only in terms of its
success in meeting demand for its services.

8.7 Efficiency

The performance of the workshop is notable in that no users complained as to the
quality of work produced by the Transport Department nor the turnaround provided,
a very favourable comment on the quality of day-to-day supervision within the
workshop. Despite the absence of reliable records of vehicle downtime complaints
centred on unreliability of individual vehicles due to specification rather than on any
shortcomings of the Transport Department.

8.8 Conclusions

Our review of the Transport Servicing function led us to draw the following
conclusions:

e the department appears well organised but heavily dependent upon
direct supervision for control rather than on actual measures of
performance;
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service intervals based on time, regardless of mileage clearly benefit the
Transport Department in terms of planning workshop loading but do not
necessarily benefit the user in terms of costs incurred and loss of use;

the lack of consistency in the hourly labour rate applied gives rise to
instances when the charge to the user is probably greater than that which
would apply in an external vehicle repair shop;

without the use of standard times or some similar system, the
measurement of effectiveness is based on the performance of the
workshop in meeting demand for its services;

the lack of an internal advice to the user of work done leaves the user
department accepting repairs and maintenance charges by default; and

failure to log and report complaints or faults after service requiring
rectification prevents the quality of the service from being monitored.
the only measure of quality is the almost non-existent level of critical
opinion expressed by users.

8.9 Recommendations

We consider that improvements in the service to the user would follow from taking
the following steps:

reviewing service intervals to take more account of mileage covered by
individual vehicles;

establishing a standard hourly rate based upon the total operating costs
to be recovered by the number of productive hours available;

revising the existing service documentation procedures to provide user
departments with details of work done, materials and spare parts issued/
purchased and their cost on a job by job basis;

measuring time taken against scheduled standard times wherever
possible to provide a measurement of workshop efficiency; and

reporting the costs incurred and internal revenue earned by Transport
services on a period and cumulative to date basis as set against budget.

9. Spares Provision

9.1 Policy

The stores area at Bennett Road is restricted in size and has no full-time storekeeper.
The policy is to stock fast moving items and tyres which can be purchased in bulk,
together with a limited range of essential spares which, although slow moving, are
necessary to ensure that any vehicle failure arising can be speedily rectified. These
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items are kept in low quantities, often singly, and are usually specialist items for
special purpose vehicles which are subject to long delivery lead times.

All other spare requirements are purchased as required, from local sources for
standard spares and from vehicle manufacturers or specialist suppliers for other
requirements.

The value of stock on hand is in the order of £30,000. Issues from stock are
estimated to be between £150,000 and £200,000 per annum to give an annual stock
turnover rate of between five and six times per annum.

In addition to this value of spares purchases, slower moving spares and specialist
items are purchased as required. These are initiated by the Transport Department
but purchase invoices are allocated directly to the finance account code concerned.
Thus, the annual value of spares purchased in this way is not readily available.

9.2 Purchasing

No formally stated spares purchasing policy exists. The majority of spares are
purchased as required from established sources of supply.

Standard stock items are bought from local motor distributors and factors at the best
price obtainable at the time, having regard to the quantity required. Fast moving
lines are purchased at quantities which provide the maximum trade discount
available, within bounds of known usage rates.

Slower moving lines are bought from similar sources of supply at the best trade
terms available at the time, having regard to the urgency with which they are
required.

For both standard stock items and slower moving items no negotiations are
undertaken to secure standard items to cover requirements for a fixed period based
on estimated volumes, dependence being placed upon the price levels obtainable by
the effects of competition between rival suppliers.

Specialist vehicle and related equipment spares are often available from a limited
source of supply, sometimes the original manufacturer only and scope for
negotiated, especially favourable terms in this area is strictly limited.

There is no overall monitoring of terms obtained and no suitable data is readily
available to indicate buying performance and actual prices achieved, despite the fact
that an annual expenditure in excess of £150,000 is involved.

9.3 Stores

The stores area at Bennett Road occupies a limited space adjoining the works office.
All standard stock items are therefore reasonably secure in that office staff are in a
position to supervise and record stock movements. It is accepted that this part time
storekeeping role is contained within the job functions of the establishment of three
clerical staff. Due to one resignation and one long term illness, the current
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operational staff level is down to one clerk but we observe no serious lack of security
as a result.

Small items such as nuts, bolts, washers and other consumables are on free issue in
the main workshop area.

The higher value and more attractive items, such as tyres and batteries, are kept in
locked cabinets within the stores.

9.4 Conclusion

We found that, due to a lack of data on prices achieved on spares, it was not possible
to offer an opinion as to the economy of purchasing.

Purchasing performance may be capable of improvement by establishing longer
term supply arrangement with key suppliers for planned requirements.

9.5 Recommendations

In order to review performance, it is first necessary to accumulate suitable data.

Under the main categories of spares, we recommend that records should be kept,
for a sample of items, to gather the following data:

e actual prices paid;
e average prices paid;
e delivery costs incurred;
e discounts achieved;
e annual unit consumption; and
e volumes of non-stock purchases.
This data would provide the basis to review the economy of purchasing by:
e discussion and comparison with other fleet operators; and

e negotiation with suppliers on term supply contracts.

10. Fuel Purchasing

10.1 Purchasing Arrangements

The Organisation has three separate locations for the storage and issue of road fuel.
These three points are:

e Transport Department; Mill Lane - derv only;
e Building Department; Darwin Close - petrol and derv;

e Technical Services Department; Hodsoll Road - petrol and derv.
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In addition to these sources of supply, some user departments also have
arrangements with local garages for the supply of petrol on a monthly account basis.

Total value of issues from the Organisation’s own pumps at Darwin Close and
Hodsoll Road currently amount to c£130,000 per annum. We did not review the
issues from Mill Lane as fuel issued from this point is for the passenger transport
fleet only. Each of the three departments which hold fuel have their own purchasing
arrangements, see Table 10 below.

Table 10: Fuel Purchasing and Stocking Arrangements

Purchasing Stocking User Annual Contractual
Department Point Departments Volume (‘000 Arrangement

litres)

Transport Mill Lane Transport Derv: 2,400* None: price reviewed
Department only monthly via Southern
area transport users
group
Building Darwin Building Derv: 26 None: supplier selected
Close Department only  Petrol: 60 by periodic tender (two-
year gap between last
two)

Technical Hodsoll TSD Derv: 108 None: requirement to go
Services Road EHD Petrol: 26 to tender waived

* Issues are exclusively to the bus fleet which did not form part of this study.

A recent study carried out by internal audit revealed that each of the three
purchasing points were buying from Conoco, but at different prices.

Special price terms are available in conjunction with other organisations in what is
known as the “special agreement”. Other departments purchasing fuel were found
to be using a variety of sources of supply at widely differing prices. The terms
involved attracted surcharges of between 2.6% and 7.5% for credit facilities and
discounts of between nil and 5.5%. Purchases from local garages have now been
standardised on the supplier offering the most favourable discount and any other
supplier is only sanctioned if these terms are equalled. Vehicle mileage is rarely
recorded when fuel is issued, a point at which useful control of consumption could
be applied.

10.2 Security

All petrol driven vehicles have lockable petrol caps.

The issue of petrol and derv at Darwin Close is restricted to Building Department
only and is under the control of a storekeeper who is available at certain designated
times. At other times the pumps remain locked. The keys to the petrol cap locks are
held at Darwin Close to prevent access to fuel tanks outside of the depot.
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At Hodsoll Road a storekeeper is responsible for supervision of issues and directly
controls the issue of petrol. Derv is largely left to the driver to issue on the grounds
that the risk of pilferage of derv is minimal.

All petrol driven vehicles are purchased with low compression engines and run on
two-star petrol. This is considered a deterrent to pilferage as most private cars
require four-star petrol.

As a result of the recent internal audit study a new system to control issues is being
installed at Hodsoll Road which will provide computer controlled recording of fuel
issues against each vehicle, using unique keys to identify both vehicle and driver.
The benefits of this system are claimed to be improved security, 24 hour availability
and reduced staffing requirements. The outlay involved is estimated to be less than
£4,000 with wages and overheads savings giving a payback period of less than a year.

10.3 Conclusions

Much attention and effort seem to have been devoted to security of fuel storage and
issue but there is a lack of co-ordinated fuel purchasing both for bulk storage points
and for fuel supplied to individual vehicles. The internal audit report revealed
considerable scope for rationalising fuel purchasing and positive steps have been
taken towards this end.

Potential savings of between £5,000 and £7,000 per annum have been identified by
closing facilities at Darwin Close and obtaining fuel from a local garage or local
garage and Hodsoll Road. There is clearly scope for some rationalisation but the
scale of savings achievable requires a further study to develop in greater detail the
findings of the recent study.

10.4 Recommendations

Our review of fuel purchasing suggests positive action can be taken to achieve real
economies. We therefore recommend:

e all purchases of road fuel should be centrally negotiated to ensure
maximum advantage is derived from the organisation’s buying power;

e the buying price of fuel negotiated under the “special agreement” be kept
under review as a comparison against the organisation’s buying price;

e where fuel purchases from local garages are necessary, these should be
monitored to ensure that negotiated prices and discount terms are
maintained and that lowest possible purchase price is being achieved;

e a follow up study of the fuel purchasing survey carried in April should be
undertaken to evaluate the savings achievable by any reduction or
change in existing issuing points and, possibly, increasing tank sizes to
obtain lower prices for bulk purchases; and
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e by using the facility to input mileage details for each vehicle the HPS can
be used to monitor mileage per gallon or per hour for each vehicle. This
data provides a ready indicator of possible abuse of fuel issues and should
be used as a simple check of fuel usage by each user department.

11. Operating Costs and Control

11.1 Cost Recording System

All vehicles and mobile plant, with the exception of those operated by the Building
Department are recorded on the HPS system. The system provides for the following
information to be accumulated against each vehicle for each four-week period and
the year to date:

e Heading: - Fleet Reference Number;
- Registration Number;
- Vehicle Description; and
- Cost.

e Expenses: - Fuel;
- 0il;
- Tyres;
- Repairs and Maintenance;
- Depreciation; and
- Licence and Insurance.

e Statistics: - Period Mileage;

- Fuel Consumed (Gallons);

- Oil Consumed (Pints);

- Miles per Gallon (Fuel);

- Miles per Pint (Qil);

- Cumulative Hours/Days Worked; and

- Cumulative Cost per Hour/Day Worked.

If fully utilised this system provides a comprehensive record of each vehicle with the
data required to monitor and control the running cost and usage of each vehicle.
Our review of the system and its usefulness to the user departments revealed the
following points:

e Four weekly reports are consistently in arrears; the report covering the
final period for March 20XX-1 was produced in June;
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e Recent printouts have been arithmetically inaccurate and no explanation
has been available from the Computer Department due to a lack of
documentation of the system;

e There is no validity check on vehicle codes. Coding errors can give rise to
the input of data against the wrong vehicle or the creation of non-
existent vehicles on file;

e No user department inputs all the data necessary to use the system in
full. In particular, the Statistics section is very poorly supported;

e There is no facility to indicate when vehicles have been disposed. This
permits charges to continue to be recorded against a sold vehicle long
after its sale;

e There is no discipline within the system to ensure that new vehicles are
placed on file as they enter the fleet;

e Routine maintenance and repair work, labour and spares are reported as
one total. User departments have no guide as to exceptional repair costs
other than the size of the total on this line. This is the only intimation of
these costs that users receive;

e There is no facility within the system to report down time resulting from
breakdowns and major repairs; and

e Repairs and Maintenance costs incurred by special purpose vehicles are
reported as one total and there is no means of analysing the cost
between the vehicle and its special plant without undertaking a separate
investigation.

The Building Department’s vehicles are recorded on an entirely separate system
which provides a cumulative only total for each vehicle in respect of running costs
incurred. There is no provision in this system for any statistics on mileage and
utilisation and our review of a recent report revealed the following shortcomings:

e Midway through 20XX-1 the input of fuel issue costs against each vehicle
ceased, rendering the total reported under the petrol column
meaningless;

e A number of vehicles currently on the department’s fleet have not been
placed in the system which is therefore incomplete; and

e With a mix of owned, leased and hired vehicles in the fleet the
information available is inadequate to make meaningful comparisons
against the relative cost of each method of acquiring and operating
vehicles.
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11.2 Conclusions

The reporting system in its present form has the capability to provide sufficient
information for each vehicle in each department to monitor the cost and
performance of each vehicle. The system is under-utilised due to the failure of user
departments to input all the data required to obtain all the statistics which could
be provided.

The recurring delay in producing the four-weekly report is not a valid reason for not
using the system to the full. We found a general lack of concern over vehicles which
are apparently expensive to operate and a lack of awareness as to the reasons for
exceptionally high costs reported against individual vehicles.

Details of work carried out on each vehicle, the conversion of time taken and
materials issued on repairs into monetary values are the recharge of repairs at the
internal sales value to the user departments are three operations carried out in
three different locations. We concluded that this situation acts as a deterrent to
user departments to investigate in detail exceptional costs on individual vehicles.
There is no internal document which passes from the Transport Department to user
departments to serve as an invoice for work done and, consequently, vehicle repair
costs are accepted by default in many cases. Some user departments do, however,
review and investigate individual repair costs.

Repairs and maintenance costs on specialist vehicles are not analysed between
repairs to the vehicle and repairs to the plant and equipment mounted on the
vehicle which further complicates the monitoring of repair costs.

The poor standard of data in the system and the lack of use made of it by line
managers is consistent with the view that management control of the transport fleet
does not extend to regular appraisal by users of vehicle operating statistics and other
performance data.

11.3 Recommendations

In order to achieve some immediate improvement in control of vehicle cost and
usage, we recommend that every vehicle operated by the organisation, including
those owned, leased or hired by Building Department should be recorded on the HPS
system.

We further recommend that:

e all user departments input all statistical data necessary to generate all the
performance statistics possible for each vehicle;

e each department should prepare a budget for vehicle repair and
maintenance and variances between that budget and actual costs
incurred should be investigated and reported upon, the budget should be
based upon expected operating mileage, operating hours and service
intervals;
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e the system should be modified to separate scheduled service costs from
repairs and maintenance costs and costs incurred which can be attributed
to driver abuse;

e the system should be modified to prohibit duplication of vehicle
reference numbers and use of invalid codes; the use of check digits would
provide a ready solution;

e commercially available standard fleet management software packages
should be examined as a possible alternative to modifying the existing
system; and

e plant and equipment mounted on standard chassis should be treated as
separate items to allow repairs and maintenance costs to be reported
upon and controlled separately from vehicle running costs.

12. Summary

12.1 Overview

In reviewing the organisation’s transport arrangements, we have examined the
factors affecting the ownership and operation of vehicles. These factors are listed in
Table 11 below:

Table 11: Elements of Vehicle Ownership and Operation
Resource Sub-section Factor Being Measured Measure
[ ]
Acquisition Prices paid
[ ]
Consumables Fuel, oil, tyres Purchasing Prices paid
and spares
- Fuel, oil, tyres Usage Consumption per
and spares hour/mile
“ Labour Wage Rates Average hourly rate
paid
. Labour Productivity Productive hours/
paid hours;
Standard hours/
productive hours;
Recovered hours/
paid hours
_ Overheads Total service overheads Budgeted oncost
.| overheads Control of overheads Recovery achieved
_ Insurance Insurance costs Premiums paid
_ Insurance Claims experience Recoveries made

The scope of the study was limited in certain areas by the data readily available
within the timescale involved.
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It was beyond our Terms of Reference, and in any case there was a lack of suitable
data, to draw firm conclusions on the questions:

e does the authority have the right vehicle types?;
e does the authority have the right number of vehicles?; and
e are the vehicles being used efficiently?

These questions would involve detailed examination beyond the scope of this study
involving such issues as working practices and vehicle routing. In this study we have
concentrated our attention on the economy and efficiency of the operation of the
existing vehicle fleet. We would expect the study of effectiveness of transport to be
the subject of a further study in the future.

We found that the management were generally aware of their transport needs, and
able to explain the uses to which vehicles were put and the reasons for the low
mileage of certain vehicles.

However, there was a general absence of cost justification for individual needs.
Quality of service of the particular function was the primary concerned expressed by
user departments.

12.2 Summary of Conclusions and Recommendations

12.2.1 Transport Costs
We concluded that:
e the cost of transport as presented in the financial ledger and in the
budget is not a meaningful figure for management control purposes; and
e transport costs cannot be compared between years due to unreconciled
changes in recording procedures.

We recommend that:

e the HPS system should be reconciled with the financial ledger to ensure
that, as the primary source of management information, it remains
consistent with the costs recorded in the accounts; and

e all departments should use the facilities of the HPS system in the same
way, to permit meaningful comparisons to be made.

12.2.2 Departmental Responsibilities
We conclude that:
e Responsibilities for transport resources are:
- well defined;
- clearly understood;
- correct in principle; and

- appropriate to the task.
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e By charging user departments for servicing and repairs, fuel, oil and tyres,
insurance and road fund licences, the organisational responsibilities and
relationships are fully reflected in the financial procedures.

We recommend that:

e more detailed information concerning costs recorded against individual
vehicles should be provided to permit management to increase their
awareness of the expenses incurred in operating vehicles.

12.2.3 Vehicle Acquisition
We conclude that:

e the replacement policy has not been reviewed for some time and there is
no quantified basis to support it;

e there is some flexibility within the stated policy to allow for adjustment of
the replacement schedule, but that this flexibility appears to delay
replacement more often than to advance it;

e vehicle replacements and additions to the fleet are rarely subject to a
detailed cost justification being presented as part of the application for
approval to purchase; and

e the vehicle purchasing policy may not achieve maximum advantage from
the authority’s purchasing power.

We recommend that;

e the vehicle replacement policy be reviewed by:

examining data available from external research;
- establishing and maintaining a procedure for updating the policy;

- early replacement of vehicles should be authorised wherever
improved economy or efficiency can be achieved;

- achecklist for the submission of an application to purchase should
be prepared; and

- the present procedure for purchase by tender should be reviewed.

12.2.4 Vehicle Servicing and Repair
We conclude that:

e the department appears well organised but heavily dependent upon
direct supervision for control rather than on actual measures of
performance;
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service intervals based on time, regardless of mileage clearly benefit the
Transport Department in terms of planning workshop loading but do not
necessarily benefit the user in terms of costs incurred and loss of use;

the lack of consistency in the hourly labour rate applied gives rise to
instances when the charge to the user is probably greater than that which
would apply in an external vehicle repair shop;

without the use of standard times or some similar system, the
measurement of effectiveness is based on the performance of the
workshop in meeting demand for its services;

the lack of an internal advice to the user of work done leaves the user
department accepting repairs and maintenance charges by default; and

failure to log and report complaints or faults after service requiring
rectification prevents the quality of the service from being monitored.
the only measure of quality is the almost non-existent level of critical
opinion expressed by users.

We recommend that improvements in the service to the user would follow from
taking the following steps:

reviewing service intervals to take more account of mileage covered by
individual vehicles;

establishing a standard hourly rate based upon the total operating costs
to be recovered by the number of productive hours available;

revising the existing service documentation procedures to provide user
departments with details of work done, materials and spare parts issued/
purchased and their cost on a job by job basis;

measuring time taken against scheduled standard times wherever
possible to provide a measurement of workshop efficiency; and

reporting the costs incurred and internal revenue earned by Transport
services on a period and cumulative to date basis as set against budget.

12.2.5 Spares Provisioning

We conclude that:

due to a lack of data on prices achieved on spares, it was not possible to
offer an opinion as to the economy of purchasing; and

purchasing performance may be capable of improvement by establishing
longer term supply arrangement with key suppliers for planned
requirements.

We recommend that:

under the main categories of spares, we recommend that records should
be kept, for a sample of items, to gather the following data:
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- actual prices paid;

- average prices paid;

- delivery costs incurred;

- discounts achieved;

- annual unit consumption; and

- volumes of non-stock purchases.

12.2.6 Fuel Purchasing

We conclude that:

there is scope for further rationalisation of fuel purchasing beyond that
already achieved.

We recommend that:

every vehicle operated by the organisation, including those owned,
leased or hired by Building Department should be recorded on the HPS
system;

all user departments input all statistical data necessary to generate all the
performance statistics possible for each vehicle;

each department should prepare a budget for vehicle repair and
maintenance and variances between that budget and actual costs
incurred should be investigated and reported upon, the budget should be
based upon expected operating mileage, operating hours and service
intervals;

the system should be modified to separate scheduled service costs from
repairs and maintenance costs and costs incurred which can be attributed
to driver abuse;

the system should be modified to prohibit duplication of vehicle
reference numbers and use of invalid codes; the use of check digits would
provide a ready solution;

commercially available standard fleet management software packages
should be examined as a possible alternative to modifying the existing
system; and

plant and equipment mounted on standard chassis should be treated as
separate items to allow repairs and maintenance costs to be reported
upon and controlled separately from vehicle running costs.

12.2.7 Summary

On the basis of these conclusions we are genuinely unable to conclude that
economy and efficiency are being achieved. In the absence of adequate
management controls and a strong user interest in the costs of owning and
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operating the fleet, we consider it probable that significant reductions in the
resource cost of transport to the authority should be achievable.

Apart from any expenditure involved in modifying systems or purchasing a ready-
made package we consider that no additional costs need be incurred in
implementing our recommendations.
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1. Introduction

1.1 Purpose of the Study

This study reviews the organisation’s printing and duplicating arrangements in terms
of “value for money”.

1.2 Terms of Reference

The following terms of reference for the study, which were agreed by the Chief
Executive, were set out in our letter to him dated 31 January 20xx:

“To review the printing, duplicating and plain paper copying services within the
organisation, in order to establish whether adequate arrangements exist to ensure
that value for money is being achieved and, if appropriate, to make
recommendations for improvement.”

1.3 Scope of Study

The study aimed to examine the economy, efficiency and effectiveness with which
the organisation provided printing, duplicating and plain paper copying services. In
order to draw conclusions on each of these factors the study was undertaken in
three stages;

e Stage One: fact finding;
e Stage Two: costing; and

e Stage Three: identification of the issues and alternatives affecting the
present service provided.

It was agreed during meetings with officers stationery would be omitted from the
study except to the extent that the relative costs of paper affect the costs of the
services included in the study.

1.4 Background

The printing, duplicating and plain paper copying requirements of the organisation
were historically provided almost exclusively by the Central Printing and Stationery
Unit CPSU). However, the volume of work eventually outgrew the unit’s ability to
provide a totally satisfactory service. In order to relieve the volume pressures being
placed on the central unit a number of major users developed in-house ability to
cope with some of their own duplicating and copying requirements.

The result of this move was that some establishments established the capability to
satisfy a high proportion of their reprographic needs, including litho-printing.

In addition, the organisation has a convenience copying facility. In order to provide
this service, the Chief Executive negotiated a 30-month contract for 25 Nashua
photocopiers. The photocopiers provided under the contract were of various
models and selected models were placed at strategic points around the buildings.
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Most recently, the organisation has allowed the development of a reprographic
facility as part of its Topshop training scheme which is financed by the Manpower
Services Commission. Although the primary objective is to provide trainees with the
necessary skills to enable them to find employment, it does, nevertheless, also
provide a reprographic facility which is used by departments within the organisation.

In addition to the specific facilities mentioned above, there are a number of
photocopier machines operated by various small user sections.

1.5 Method of Working

The study was undertaken by our external auditor supported by the organisation’s
Cost Effectiveness Unit. Many other staff members were also involved in the study
and we are grateful for the assistance they provided.

Our work during the study has involved:
e discussions with concerned officers;
e visits to various sites; and
e review of cost and performance data.

Due to time constraints under which the study was completed it was not possible to
visit every site offering a reprographic facility. Site visits were, therefore, restricted
to those which had sizeable operations. Our review of cost and performance data
has been limited by the quality and comprehensiveness of the available information.

1.6 Manpower Services

The Manpower Services section of the organisation had, prior to this study, allocate
the resources necessary to undertake a detailed investigation into the reprographic
facility. This investigation will examine in depth the issues and alternatives
highlighted in this report.

2. Policies

The purchasing manual issued by the Finance Committee states that, apart from
exceptional specific departures which must be approved by the Finance Sub-
committee, all orders for printing, stationery, office supplies and equipment must be
made in accordance with the arrangements made by the Finance Committee.

The manual goes onto state that the Printing and Stationery Manager is responsible
for obtaining quotations and accepting offers for the supply of printing stationery
and office supplies, furniture and equipment in accordance with the organisation’s
Standing Orders and Administrative Procedures relating to contracts. In addition,
the Finance Committee’s terms of reference require it to make such arrangements as
it thinks expedient for standardising the printing and stationery requirements for the
organisation and for securing efficiency and economy in its supply.
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Our visits to sites offering reprographic facilities outside the central unit highlighted
instances where the purchasing manual requirements were not followed. For
example, although most establishments purchased some consumables from the
central unit, they did not feel inhibited about purchasing inks, paper and paper
plates direct from a supplier. Direct purchasing was justified that it was quicker,
cheaper and that the central unit did not always stock what was required.

Given this situation it would seem that the present purchasing guidelines fail to
provide a totally co-ordinated purchasing and central stocking function.
Reprographic staff at the various establishments do not appreciate the emphasis in
the introduction to the manual which is placed on the cheapest small purchase not
necessarily being the most prudent.

The present disregard paid to the purchasing manual will almost certainly result in
the organisation holding too much printing related stocks. Indeed, individual
establishments acknowledged that high stocks are held.

Non-compliance with the Finance Committee’s terms of reference in regard to the
establishment of duplicating activities outside the central unit has already been
reported to the authority as has the absence of specific approval for the conduct of
printing and stationery work by Topshop.

In addition to the authority’s policy recorded above, the sites visited during our
study were asked what they perceived policy to be. Generally, each site’s aim was to
increase their in-house ability in order that they could supply more of the site’s
reprographic needs.

Our examination of the authority’s policies did not reveal any formal policy in regard
to quality standards. Thus, for example, different quality paper was being used at
the various sites for work which was, in the main, similar. Also, except in the case of
Topshop, there was no formal policy detailing the type of work which should be
carried out at the various sites. As stated earlier, sites offering printing facilities try,
as far as possible, to satisfy all in-house demand. Instances were observed where
this unofficial policy had led to sites producing stationery from good originals which
had in the first place been produced by the central unit from a metal plate. Metal
plate masters are relatively expensive and the above situation, if allowed to
continue, will not ensure that the organisation as a whole receives full benefit from
the central unit’s expertise and equipment.

Recommendations: we recommend:

e that steps be taken to ensure that the organisation’s Standing Orders
currently in issue are followed and that staff involved in reprographics
throughout the authority are made aware of the importance of
conforming with central policy;

e a policy be developed with regard to the quality and performance
standards used by the various sites offering reprographic facilities; and

e that a detailed study of the work undertaken at each site be carried to
which would result in the establishment of a formal policy governing the
type of work each site should undertake.
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3. Organisation and Management

3.1 Organisation Structure

Central printing and stationery services are provided by a self-contained unit which
relies on the authority for provision of various services organised on an authority-
wide basis. The unit has an internal administration function which controls and
monitors its function.

The production facility of the central unit can be analysed over the various
operations performed. These operations, together with the relevant staff levels, are
recorded in Table 1, together with equivalent information from the other sites
visited during the course of the study.

Table #1: Staff Employed by Site and Operation

Operation Central Polytechnic  Technical Teachers School Topshop
Unit College Centre
Administration 7
} } } } }
Duplicating 6 } } } } 1
}8 P2 } 3 }o1 yoo27
Printing 6 } } } } }
Addressograph 1
Bookbinding 5
Design 3
Guillotine 1
Stores etc. 6
TOTAL 35 8 2 3 2 27
Notes:

1. The City Secretary’s contract is deemed to attract no full time employment costs.

2. The Design operation of the central unit is in the main concerned with type-
setting.

3. Visual aid graphic design and technical drawing staff are not shown,

4. Administration and stores staff carry out duties for both the printing and
stationery departments.

At the Central Unit, the Printing and Stationery Manager is supported by the Printing
Manager and the Office Manager. The Printing Manager is responsible for
purchasing printing consumables and is in constant close contact with the operating
supervisors. At sites outside the central unit, the duplicating is in the main run by
supervisors. Any office or administrative support that these supervisors require is
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usually provided by staff who also have responsibilities outside the duplicating and
printing areas. Job descriptions for all staff members should be available from the
Treasurer’s Personnel Officer, although those we examined appeared in need of
updating.

Recommendations: we recommend:

e that job descriptions be prepared and/or updated for all staff involved in
duplicating and printing.

3.2 Capacity and Production Planning

3.2.1 Central Convenience Copying

The provision of a convenience copying facility is the responsibility of the Chief
Executive. At the time of the signing of the present contract it was envisaged that
there would be some 175,000 A4 impressions per month; some 7,000 per machine
over the 25 units provided.

Records kept of the usage show a reasonably linear growth pattern from the
anticipated start level. Based on the first nine months of the current year, it is not
unreasonable to expect the average monthly volume will reach 295,000 impressions;
an average of 11,800 per machine. This vast growth in usage has submitted the
present machines to unanticipated pressure with the result that the quality of
impression obtained has deteriorated.

Use of the machines is monitored by a control sheet which should be completed by
staff every time they use the copier. We have tested the number of impressions
recorded against those actually metered and found that 36% of metered impressions
were not accounted for. This statistic may be an indicator of unauthorised use,

If the statistic is applicable to all central contract copiers then provision of a
convenience facility may be more expensive in real terms than the contract charge
per impression. Under the present contract, each copy taken costs 0.92p, excluding
paper and any overhead costs. Based on the average monthly number of copies for
the current year the annual contract cost will be around £32,000. If 36% of the
copies taken are unauthorised the total cost to the organisation rises from 0.92p to
1.44p per copy. It is doubtful whether the whole 36% represents unauthorised
copies but the gap between admitted and metered copies requires further
investigation.

Given that the linear progression in convenience copies continues and that the
current contract can be terminated by either side giving six months-notice, the time
is opportune to reconsider exactly how a convenience facility should be organised.
Furthermore, the current 8 copy limit placed on any one original reproduced on a
convenience copier was set some time ago and may no longer be a reasonable
breakeven point before work has to be sent to the central unit.

Recommendations: we recommend:
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e that alternative methods of providing a convenience facility be examined;

e that the method of controlling this copying facility be reviewed so that
unauthorised use can be minimised; and

e that an exercise be carried out to establish the breakeven point after
which work has to be referred to the central unit.

3.2.2 Central Unit Duplicating

The central unit’s production capacity is divided between duplicating and printing
jobs. Jobs which are black ink on white paper and require 500 or less copies are
handled by the duplicating section. jobs handled by printing include those requiring
more than 500 copies and those which, although less than 500 copies, are repetitive
and therefore produced from metal plate masters.

The duplicating section of the central unit operates a Rank Xerox 9400 and three ASC
offset printers which use paper plate masters. Our enquiries outside the authority
indicates that the Xerox is capable of producing 200,000 copies per month and that
the ASC'’s are capable of producing between 200,000 and 400,000 copies, depending
on the run and size type.

Statistics on the number of impressions made on the Xerox and on the ASCs
provided by the central unit show a decreasing usage trend, until the last financial
year (see Table 2 below):

Table #2: Central Duplicating’s Volume History

Total Impressions  Xerox Copies ASC Copies
]
[ 20xx-4 | 7.446m N/a N/a
B 6.276m 3.534m 2,742m
2002 | 5.889m 3.729m 2.160m
[29xx-1 | 5.411m 3.343m 2.068m
[200x | 7.077m 4.245m 2.832m

Based on the above figures, the Xerox copier is, in fact, achieving a throughput on
average of more than 300,000 copies per month.

The ASCs produced on average 2,451m copies per year. These machines are capable
of running at 10,000 copies per hour. However, the central unit run their machines
at 8,000 copies per hour. Our external enquiries suggest that a machine speed of
8,000 copies is, in fact, the norm. Based on this machine speed, the three machines
running for 35 hours per week and 46 weeks per year should produce around 38
million copies. Based on the same assumptions, it would seem that the machines
actually produce around 585 copies per hour.

The assumptions upon which the 38 million copies figure is based may not make
sufficient allowance for the type of work undertaken by the central unit. Thus, the
central unit management were asked to estimate a production level which they
believed to be both reasonable and achievable. They estimated that each machine
should produce 1,700 copies per hour for 37 hours per week. Based on this, and 46
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working weeks per year, the achievable production would be around 8.5 million
copies per annum. Since the average number of copies produced in the last four
years averages out to 2.832 million copies it would seem that there is spare machine
capacity.

Based on the same figures, it would seem that present demand could be handled by
one machine, rather than three. However, the workload is uneven and the central
unit requires to machines to meet peak loads.

Assuming that two of the six duplicating staff could be saved and the maintenance
agreement on one machine cancelled, savings in the present duplicating section
would amount to approximately £40,000 per annum.

However, there needs to be more detailed investigations. Such investigations as we
were able to do led us to the conclusion that the average cost per copy from the
Xerox copier is around 0.97p as opposed to 1.45p if produced on the litho printing
machines. If the capacity on the litho machines could be filled in line with
management's expectations, then the cost per copy would fall dramatically to
between 0.64p and 0.70p per copy.

Recommendations: we recommend:

e that a thorough investigation of the available and required duplicating
capacity be undertaken. Such an investigation should conclude whether
available capacity should be filled or reduced and should identify the best
mix of duplicating machinery necessary to satisfy demand.

3.2.3 Central Unit Printing

The central unit’s printing section operates six AM and one Ryobi printing machines.
Over the last four years impressions have averaged 15.773 million copies; output
being fairly constant.

Our enquiries indicate that the five AM 1250 machines should produce 200,000 -
400,000 copies per month and the one AM 1850, 100,000 - 200,000. There are
currently six operatives (one for each AM machine). One could expect a total annual
production of between 1,100,000 and 2,200,000 copies. The actual average is within
this range (1,250,000) and, thus, it seems that current printing demand is in line with
the capability of the present staff but that machine capacity may be more than
required.

The Ryobi machine is frequently idle. It produces very sophisticated work which is
not in constant demand and can only be operated by the supervisor. The
Polytechnic also has an under-utilised Ryobi machine. Thus, it may be possible to
combine the demand for Ryobi products on one site with a resultant cost saving.

Recommendations: we recommend:

e that a detailed investigation be undertaken into the types of printing
required with a view to establishing the necessity of the present
machinery mix.
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Table #3: Comparison of Site Resources and Impression Rates

Central Contract

Polytechnic

Teacher’s Centre

School

Technical College

Topshop

Number of
Machines

Number of Direct
Staff

Number of
Impressions per
month

Impressions per
Machine

Impressions per
Staff

Central Unit

Print  Duplicate
Pt Phot

7 3 1

6 5 1
1258 236 354

k k k
180k 79k 354

k
210k 47k 354

Duplicate

Print Photo

= 295k

- 12k

Prn  Duplicate

t

Pt
2 2
«—- -8
F- -
= -
425 k
(__ -
- -
106 k

Photo

142k

Duplicate
Print Photo
2 1
2 1
69k n/a
35k -
35k -

Duplicate

Print

52k

52k

52k

Photo

n/a

Duplicate
Print Photo
2 1
2 -
280k 24k
140k 24k
140k -

Duplicate

Print Photo

= 34k
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3.2.4 Other Sites Visited

A detailed schedule of the main duplicating and printing equipment held at each site
is shown as Table #5 in Section 7. Details shown in the table can be summarised and
compared with staff and impression numbers for both the central unit and each of
the sites visited as shown in Table #3.

Because of the wide range of equipment used by reprographic departments, a
simple comparison of the impression rates shown in Table #3 is not valid. For
example, whether or not the impression rate per machine on photocopying is
reasonable depends to a very large degree on the machine being used. Thus, an
impression rate of 24,000 copies a month would not justify the use of a large Rank
Xerox machine but would justify a smaller model. Even allowing for the above
observation, it does seem as if there is spare capacity on most sites. The best rates
seem to be being achieved by the Technical College. The College uses two ASC
machines similar to those used by the central unit and produced 3.364 million
copies. Based on the central unit management estimates, the college required two
machines, but the support machine is under-utilised.

Our examination of the available machine capacity outside the central unit in both
printing and duplicating shows that there is a need to examine in detail the necessity
of providing the presently available facility.

Recommendations: we recommend that:

e the necessity of providing the present excess machine capacity is
investigated;

e before any re-equipment decisions are made the available machine
capacity is examined and compared to anticipated demand. If there is
reasonable expectation that demand will be more than the residual
machine capacity available following the disposal of a machine, then new
equipment may be necessary;

e the need for the present number and models of photocopying machines
be examined. regard should be had to the most economical efficient and
effective machine necessary to provide the required service at each site;
and

e the possibility of combining facilities presently available should be
considered.

3.2.5 Production Planning

Our review of the production planning procedures in use at the organisation
revealed various systems. In the main, sites outside the central unit did not have any
formal systems. Demand through these sites was small and could be controlled by
the supervisor who has an intimate knowledge of which jobs are in progress and
which jobs are urgent. Delivery dates for jobs put through these sections were
quoted by the supervisors based on their experience of how long the job would take,
the deadline for supplying the job and the current workload of the section.
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The sites visited have optimum break-even points governing the use of either litho-
printers or photocopiers. For example, the Polytechnic allowed a Xerox 9200 Il to
be used for up to 20 copies, a Xerox 9500 up to 100 copies, ASC printing machine up
to 500 copies and HS printing machine over 500 copies.

Production planning at the central unit is not very sophisticated. Orders are received
and allocated between duplicating and printing as described earlier in section 3.2.2.
If a job requires printing an order card is prepared and, if available, the metal sheet
master is found. The order and master are then filed in either an urgent or non-
urgent outstanding work file. There is no detailed loading plan for each machine
prepared and work is simply completed as it becomes the first on file. There is no
procedure for chasing orders through the production cycle and no reports on
progress. Non urgent work simply becomes urgent when the customer enquiries
about progress.

Duplicating work at the central unit is scheduled onto the machines by the
supervisor. Multi-part short run work is loaded onto the Xerox machines whereas
longer run work is done on the litho-printers. Like printing, the total duplicating
workload is split into urgent and non-urgent jobs. On peak days only urgent work
can be completed by the section so that non-urgent jobs are gradually completed on
off-peak days. As for printing, no progress reports are produced by the section.

Recommendations: we recommend:

e that breakeven points for work scheduling purposes be fully investigated
and properly established after taking into account all the costs involved in
the various methods of producing copies; and

e although it may not be necessary to introduce formal production planning
and control systems at the small sites offering reprographic facilities, we
recommend that such systems be established at the central unit. Planned
machine loading and the ability to chase jobs through the production
cycle should improve efficiency which in turn will allow the unit to
increase machine throughput and improve the effectiveness of the
service to users.

3.3 Management Information

As indicated above, our investigation revealed very little management information
being either produced or used. The necessary level of information does, of course,
depend on the size of the unit under consideration.

Many examples were found of information being collected but not used. For
example, although most sites maintained some information on impression numbers
these were not formally reported, could not readily be identified to different classes
of machine and were not related to labour statistics to provide some measure of
productivity. Furthermore, although some sites did record waste on a per job basis
no report comparing actual to budget waste levels was produced.
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Information varies between sites. Topshop report job progress; the central unit does
not. The central unit records productive hour s achieved, for cost recovery purposes,
no other site does.

Financial control information is available to all sites but to varying degrees of detail.
The central unit is the only site where all the costs of providing a reprographic facility
are recognised. As other sites only direct consumables and labour are recognised.
The shortcomings of the present financial control systems in regard to the central
unit have been recognised by the authority and accounting staff made responsible
for ensuring control is improved.

Our observations above do not cover all the areas in which an improvement in the
management information systems is required but are sufficient to identify the
current standards being achieved. Without the support of a good information
system it is impossible to provide economic, efficient and effective services. The
necessity for some of our recommendations made throughout this report would
have been identified earlier with good management information.

Recommendations: we recommend:

e that the management information systems currently in use be enhanced
to provide the details necessary to run economically, efficiently and
effectively the organisation’s reprographic function. Information
produced should be capable of reporting financial and production related
details and of highlighting movements in key statistics.

4. Demand and Service Provided

4.1 Demand

The reprographic facility established by the authority is, in the main, used to satisfy
the authority’s own printing and duplicating requirements. However, work is also
undertaken for outside organisations.

A detailed analysis of the customers supplied by each site is not readily available.
However, customers can be broadly categorised as follows:

Table #4: Customer Categorisation

Printing: offers services to any department within the
organisation. If products cannot be made by the unit use is
made of outside printers. Thus, the product range is unlimited
but includes standard forms, coloured posters, etc. In addition,
the unit also does work for organisations which have historical
links with the organisation.

Central Unit

Duplicating: offers services to any department within the
organisation. Demand is analysed to users for re-charge
purposes; this shows the major users are Education; Personnel
and Administration; Finance and Social Services Departments.
Notwithstanding the higher quality demand and higher technical
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standards of the printing section, duplicating products which
include Organisation minutes are broadly similar to many of the
printing section products.

Chief Executive’s
Central Contract

Departments situated close to convenience copy machines.

Polytechnic

Internal academic and administrative needs covering course
notes, manuals, committee papers, internal forms, etc.

Technical College

As for the Polytechnic.

Teacher Centre

Internal requirement for books and circulars detailing
forthcoming events. Occasionally does work for schools.

School Internal administrative and academic needs. Community
organisations’ handouts, minutes, etc.
Topshop All internal requirements plus work for Education, Social

services and the Probation Service. In addition will handle
commercial work no considered attractive to outside printers
where work offers a training opportunity. Also offers photocopy
facilities.

There is much concern at the central unit that work which they would normally
handle is increasingly dealt with by other units within the authority. However, the
Education Department inform us that past experience leads them to doubt the
capacity of the central unit to meet their requirements. As a result, the Department
has established its own facility to satisfy their need for fast turn round printing and
copying work. Moreover, the Education Department describe their reprographic
facilities at sites like the Teacher Centre as an attempt to develop more than merely
printing and copying shops. The other major functions of these sites include:

e The duplication of material for external consumption;

e Anin-service provision for teachers and, thus, children;

e A curriculum development programme in their own right;

e A training programme; and

e Adirect, rapid service at the point of demand.
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The volume of work undertaken by different sites analysed between printing,
duplicating on photocopiers and duplicating on printing machines is not available on
a monthly basis for each unit. Where the data is available wide variations between
peaks and troughs in the machine throughput can be seen.

Although much of the work undertaken by all units is on a fast turn-round basis,
opportunities exist for planning jobs to give a more even flow of work. For example,
at education institutions where handouts are given at the end of one term for the
beginning of the next the work can be spread evenly over the vacation periods. Such
even flow could result in more excess capacity of staff and machines.

As already stated in section 2, the organisation has no policy guidelines established
in relation to quality standards. In defence of this situation, it may be argued that
departments such as printing and duplication which offer a service and charge their
customers should rely on those customers for quality control.

Recommendations: we recommend:
e most have already been covered in Section 2; and

e that the types, volumes and required time cycles of present demand be
thoroughly investigated with a view to introducing long term production
planning techniques and systems which may smooth the present peaks
and troughs. The possibility of combining units offering reprographic
facilities may also be identified if the peaks of one unit match the trough
of another.

4.2 Service Provided

The products, services and production locations of the reprographic facilities
provided by the organisation have been identified earlier in this report. In addition,
it has been noted that few records are kept which would provide evidence as to
delivery achievements. At the time of our study, units were achieving the fast turn-
round expected and there were no backlogs of material requiring printing or
duplicating except at the central unit. This had material more than five months old
which was, we were told, due to greater work than expected, coupled with staff
shortages and an overtime ban.

Since statistics on delivery times were not available, we had to rely on discussions
with the customers of the central unit to establish how important problems related
to deliveries had become. There were some complaints but nothing which could be
guantified in terms of financial loss. There are no records kept of complaints or of
rejected work.

Recommendations are covered in section 3.3.
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5. Input

The organisation’s purchasing procedures are detailed in Standing Orders outlined in
section 2 of this report. Thus, the Printing and Stationery Manager should be
responsible for all material and equipment purchases. However, as discussed in
section 2, Standing Orders are not always complied with. In spite of this non-
compliance, the various sites visited stated that they were following the
organisation’s normal purchasing procedures.

For purchases up to £1,000 quotes are required from two suppliers on their
letterhead. For purchases between £1,000 and £3,000 an informal tendering routine
is followed whereby proforma price requests are sent out and records kept of any
replies. Purchases between £3,000 and £10,000 are controlled by the formal
tendering routine. Here the Chief Collector has to be present; over £10,000 the City
Secretary has to attend the opening.

Material deliveries are entered on stock cards. our survey showed that a stock
recording system existed at each site. Details varied but in all cases re-ordering was
done by physical inspection rather than pre-determined re-order levels. Complete
physical checks are only carried out once a year; there is no record kept of shortages
or excesses resulting from checks during the vyear. Variance are frequent
occurrences at the central unit. The routine is to check the arithmetical accuracy of
the stock card and then try to identify jobs which should have been charged but have
not been. this frequently identifies the differences. However, some remain and the
stock card is adjusted to agree the physical stock.

At most sites stock records were updated at the same time as stocks were issued.
however, at the central unit materials used from the printing section’s own stocks
were booked onto a job card and a stock material list. On receipt of the stock
materials list in the general office, the administrative staff update the stock records.
As a result, stock records in the central unit are usually one week in arrears. Issues
from stationery stocks are recharged to the appropriate user departments as are
issues from printing stocks which are not used against a specific job (see section 8.3).

Except at Topshop and at the central unit, there does not appear to be any attempt
to control material usage or waste. Both Topshop and the central unit use a job
costing system to control some of the work they undertake.

Every job undertaken by Topshop leads to the creation of a job card onto which is
recorded an estimate of the materials needed. This estimate of materials forms the
basis for any quotes issued to potential customers. If when carrying out the work
additional materials are required then they are recorded on the job card as waste.
While this system could potentially provide useful statistics for costing purposes
waste is only reviewed on a per job basis. Cumulative data is not prepared.

Although the importance of recording waste is recognised at Topshop, statistics are
not kept because wastage levels are significantly higher than for commercial
organisations. It is felt that high waste levels are symptomatic of training
establishments and are, thus, not controllable.
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As already indicated, materials used on jobs which the central printing unit
undertakes are booked to a job card. The central unit makes allowance for waste
when charging materials to a particular job. Thus if 500 copies of one original are
required, more than 500 sheets will be booked to that job to allow for spoiled
copies. However, if the standard allowance does not cater for all rejected copies,
additional materials will be required. This further issue of materials is not charged to
the job and stock records not updated for the correct material used. Furthermore, if
the standard material is more than enough to cover any rejects, the surplus is not re-
entered into stock. The above factors obviously cause some of the stock differences
referred to earlier. The adequacy of the standard allowances for rejects does not
seem to have been tested for some time.

There are limitations to the work which can be undertaken by each of the sites. If a
site, for technical reasons, cannot undertake a job it should be passed to the central
unit. This was not done in every case.

Total occupancy costs are only recognised at the central unit. Efforts are made at
Topshop to recognise occupancy and overhead costs in quotes for prospective work
by using a recovery rate based on a survey of commercial printers charges. We
found that at some sites occupancy and overhead costs were totally ignored when
charging customers for goods and services. Our recommendations in this area are
covered in section 8 of this report.

Recommendations: we recommend that:

e the present stock recording systems be enhanced to increase their
accuracy;

e use be made of stock re-order level indicators and that records highlight
any stock differences following a physical check;

e the present stocks held at each site within the authority be reviewed;

e a regular stock level reporting system be introduced to guard against
excess stocks being built up again; and

e controls over material use and waste be introduced and that presently
used standard issues to cover reject copies be reviewed. This will
improve the economical provision of reprographic services.
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6. Labour

6.1 General

The number of staff employed at each site is detailed in Table 1 in section 3.1.

Staff are mostly paid monthly for a 37 or 37.5-hour working week. Some staff at the
central unit and all trainees are paid weekly for a 39-hour working week.

Levels of sickness absence are monitored and annual reports are produced showing
the percentage of lost time on an individual and total basis. The report for the
previous year shows that monthly paid staff lost an average of 3.5% of possible
attendance time and weekly paid staff 10.9%.

In view of the high level of sickness reported for weekly staff, sickness absence
reports should be prepared more regularly. we are not aware of similar reports
being produced for reprographic staff outside of the central unit.

Recommendations: we recommend that:

e sickness absence records be produced monthly.

6.2 Payroll System

Payroll systems vary for each site. Trainees at Topshop and the school are paid by
the Manpower Services Commission. Even so it is the aim of Topshop to recreate as
closely as possible an industrial environment. Hence trainees use clock cards which
are scrutinised by supervisors and deductions are made from wage payments for
absenteeism. Monthly paid staff at each site are not required to maintain detailed
timesheets but returns are required of sickness absence and any overtime worked.
In addition to the above returns records are kept of annual holiday entitlements and,
where applicable, flexitime. All monthly paid staff are paid by cheque or bank
transfer.

Weekly paid staff at the central unit are paid on an attendance basis. As a result,
they have to keep a detailed time sheet. Two time sheets are kept, both of which
are checked by the general office. One of the two time sheets is sent together with
sickness absence and any other relevant information to the Treasurer’s Department.
The other sheet is kept for management information purposes as described below.

Throughout the week as staff have worked on various tasks a record of time spent
on each job is kept. This record splits time between productive and non-productive
jobs and, as a result, the total productive hours worked in each section within the
central unit is available on a weekly basis. Productive hours recorded in this way
provide the basis for setting printing cost recoveries. However, the productive hours
recorded on the timesheets are not reconciled to those charged to each job which
passes through the printing section. Thus, the accuracy of the recovery rate is
questionable.  Furthermore, although monthly staff do not need to record
productive time for timesheet purposes they may in fact do so if their duties are
changed for short periods; thus distortions in the total number of productive hours
worked may occur.
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The central unit is the only site where productive hours are recorded. Records of
total productive hours worked are not related to the number of staff employed or to
any measurement of throughput. Thus, as a guide to performance or productivity
they are of limited use.

In addition to normal wage payments, weekly staff may earn a bonus payment
based on the level of productive hours worked over standard. At the time of our
visit, the maximum bonus was £50 per week and is regularly and easily earned. The
bonus payment is not regarded as an incentive payment but rather a means of
attracting the right calibre of staff through enhanced wage payments.

Recommendations: we recommend that:
e the system of recording data at the central unit be simplified;

e the content, regularity and accuracy of presently reported management
information be improved;

e the basis on which productive hours are recorded should be clarified and
that productive hours recorded on job cards and on time sheets should
be reconciled; and

e productivity standards be established for each site in order to provide a
basis against which to judge performance.

7. Plant and Equipment

Table #5 indicates the wide variety of major plant and equipment operated by the
authority at the various sites.

The table also identifies examples of sophisticated machinery being available and
under-utilised at more than one site (e.g. the Ryobi 4800). Overall the picture
presented by the table suggests that there has been no uniform approach to the
total printing and duplicating plant and equipment requirement of the authority.

The present accounting systems do not identify repair and maintenance costs by
machine, as a result re-equipment decisions are based on observations made by
operatives and maintenance contractors. Re-equipping decisions appear to have
been made in isolation without regard to the available capacities or ma