Governance, Risk and Best Value Committee

10.00am, Thursday 18 June 2015

Non contractual overtime — Progress update on
management controls

Item number 7.3

Report number
Executive/routine
Wards

Executive summary

The “Internal Audit Quarterly Update Report — to June 2014” included material (in
Section 2 of the report) concerning “Controls of Approval and Monitoring of non
contarct Overtime”. The Governance, Risk and Best Value (GRBV) Committee of 14
August 2014 called for an update report on progress of management actions on non
contractual overtime. This report updates the Committee on progress against these
actions, and the implementation of a diverse range of monitoring controls, pervasive
controls and specific controls to improve the management of non contract overtime
across the council.

Links
Coalition pledges PO 30
Council outcomes C025

Single Outcome Agreement
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Non contractual overtime — Progress update on
management controls

Recommendations

1.1 The Committee is asked to note the progress against implementation of
management actions on non contractual overtime as shown on the Internal Audit
(IA) template at Appendix 1.

Background

2.1 The IA audit CG 1310 assessed the risks present in the prevailing arrangements
for the monitoring and approval of non contractual overtime in the council.

2.2 There were three main risks identified and the associated recommendations
related to:

2.2.1 the need to provide Directors Senior Management Teams (SMT’s) and
the Council Leadership Group (CLG) with regular management
information (MI) to facilitate effective management review of overtime
spend against relevant budgets;

2.2.2 consideration of the provision of separate cost centres for non contractual
and contractual overtime within the ledger to facilitate clarity regarding the
non contractual element of overtime; and

2.2.3 management review of the need to work overtime, particularly high levels
of overtime and overtime worked by higher grade officers. The review to
include consideration of the use of alternative solutions such as time of in
lieu and flexible working in an effort to reduce the need for overtime.

2.3  There were a range of management actions developed in response to these
recommendations and statements on the management status of each of these.

Main report

3.1 |A conducted an audit, CG 1310, “HR/Payroll: Controls of Approval and
Monitoring of Non-contract Overtime” in early 2014.

3.2 The audit identified three risks in relation to this process, one each of high,
medium and low risk catgory.
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3.3 Recommendations concerning these risks were made as detailed in 2.2 above.

3.4  Many of the actions were completed quickly and were shown as such on the IA
report template under Management Status of Actions Due.

3.5 Appendix 1 of this report shows that same template with updated comments
reflecting subsequent implentation of the remaining actions.

3.6  Appendix 2 of this report shows the trends in monthly overtime spend by
Directorate, over 2014/15 and extended to the latest reported month, May 2015.
Introduction of improved monitoring and pre approval does appear to have had a
positive impact as there have been reductions in overtime spend across all
Directorates (with the exception of Health and Social Care) and overtime for staff
at Grade 8 and over, has also shown a reducing trend.

Measures of success

4.1  The action plan, when implemented will demonstrate that:

4.1.1 the Council continues to strengthen the monitoing and approval of non
contractual overtime; and

4.1.2 the Council is meeting its obligation to achieve best value through robust
review of non contractual overtime, controlling the use of such overtime
solely to sitauations where it provides an appropriate and effectve
solution.

Financial impact

5.1 Optimisation of non contractual overtime to be contained within agreed
Directorate budgets.

Risk, policy, compliance and governance impact

6.1 Progress against these management actions ensures compliance with policies
on use of overtime and relevant legislation such as the Working Hour Directive..

Equalities impact

7.1 None.
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Sustainability impact

8.1 None.

Consultation and engagement

9.1 None.

Background reading/external references

Governance, Risk and Best Value Committee 14 August 2014, Report 7.9, “Internal
Audit Quarterly Update Report — to 20 June 2014

Alastair Maclean
Director of Corporate Governance
Contact: Danny Gallacher, Head of Customer Services

e-mail: danny.gallacher@edinburgh.gov.uk | Tel: 0131 469 5006

Links

Coalition pledges P30 - Continue to maintain a sound financial position including
long-term financial planning

Council outcomes CO25 - The Council has efficient and effective services that
deliver on objectives

Single Outcome

Agreement

Appendices Appendix 1 — Update on IA report for Audit CG 1310
Appendix 2 — Overtime Trends by Directorate, April 2014 — May
2015
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Appendix 1 — HR/Payroll: Controls of Approval &
Monitoring of Non-contract Overtime

CG1310 Corporate Governance

Total number of findings

Critical

High Medium Low Advisory

Total -

1 1 1 -

Recommendations for High Risk Findings

Recommendation

Agreed Management Action

Target Date

Management Status of
Actions Due

Departmental Management Teams and
CLG should be provided with regular
management information detailing all
aspects of high overtime expenditure.
Management reporting should include an
analysis and justification of overtime
over budget, including a full explanation
to the Head of Service of any overruns
against budget.

Evidence retained within HR/Payroll that the monthly
reports are distributed. This will be part of a monthly
programme and a copy of the schedule will be kept and
maintained by the Management Information Team.

Responsible:

Performance & Information Manager - Customer
Services

31° March 2014

Completed

This was completed to
target and is delivered on
an ongoing basis as part
of the standard monthly
schedule of Management
Information provided.

20/05/15 Update —
confirmed these
reports are regularly
provided to Directors
and the information
reported regularly to
CLG as part or
Workforce Controls Mi




Recommendations for Medium Risk Findings

Consideration is given to the provision of
separate cost centres for both non-
contractual and contractual overtime
within the general ledger to allow
managers to undertake the necessary
review and analysis.

Oracle is a financial management accounting system
and is therefore not intended to provide management
accounting information which should be derived from
the data warehouse and/or associated feeder system.
Information should be provided by payroll, however,
there is an option for the SAG team to write a generic
report that staff can access as required, using
information from the data warehouse, however payroll
should be the first point of contact.

There are no proposals to increase the number of
ledger codes, if anything we are looking to reduce these
in the coming months.

A briefing note would be issued to directors etc. to
advise them that information in relation to overtime is
being provided to on a monthly basis to individual
management teams to enable them to review and
where necessary take remedial action where and if
required. Further information will be provided to show
the totals for both non contractual overtime and call
outs.

The email sent to Directors will advise that this data will
be sent on a monthly basis and is to enable them to
review and where necessary take remedial action in
relation to overtime.

Responsible:

Head of Financial Services

Performance & Information Manager - Customer
Services

30™ June 2014

31° March 2014

As there was no appetite
to increase the number
of ledger codes, reliance
was placed on the
reporting referred to
below.

20/05/15 Update —
position remains —the
required information is
available in iTrent
andthis data forms the
basis of the reports
below.

Completed

This was completed to
target and is delivered on
an ongoing basis as part
of the standard monthly
schedule of Management
Information provided with
a covering email to
Directors to advise.
Information provided
covers both non-
contractual overtime and
call-outs.




Recommendations for Low Risk Findings

In general and in particular with regard to
higher graded staff, management should
review the different options available
such as flexible working and time off in
lieu as an alternative method to
providing cover while reducing the cost
of overtime. In conjunction with this a
review of the business requirements
behind the necessity for any staff to work
such high volumes of overtime be
carried out.

The BOLD Programme’s recommendations on overtime
working are expected to include proposals on the
overtime entitlement of higher graded staff, a review of
high volume overtime, pre-authorisation of overtime and
arrangements for the ongoing monitoring/reporting of
overtime expenditure.

Overtime expenditure is included within a set of key
people indicators that have been developed. These
measures will be reported monthly to the Corporate
Management Team to enable greater oversight and
control of, and accountability for, employee costs at a
senior level.

30™ April 2014

Initiatives on overtime
reporting have been
developed as a result of
the Transformation
programme and audit
recommendations.

20/05/15 Update —
Advice to all managers
(on Orb) re Grade 8 and
above re use of
overtime — strictly by
exception only.
Reports also produced
on individuals working
in excess of 50 hours,
to maintain adherence
to Working Hours
Directive.

Pre autorisation
established (Director
approval) — overtime
planning/ approval now
implemented by Heads
of Service.

Completed.

This is delivered as part
of the standard monthly
schedule of Management
Information provided with
a covering email to
Directors to advise.

In progress.




The OD service will commence regular engagement
with service directors and managers on overtime as
part of the wider programme of action to reduce
employee costs. This engagement will serve to
challenge overtime use and explore/utilise more cost
effective solutions where appropriate. Communications
will also be issued to managers to reinforce this action.

Information in relation to overtime is being provided on
a monthly basis to individual management teams to
enable them to review and where necessary take
remedial action where and if required. Further
information will be provided to show the totals for both
non contractual overtime and call outs.

Responsible:

Head of Organisational Development liaising with
Heads of Service Council wide

Performance team responsible for the monthly MI and
circulation to Departments/Directors

30™ April 2014

31°% March 2014

A dashboard including
overtime statistics has
been developed and
presented to CLG. ltis
expected that this will
become a regular report.

20/05/15 Update — P&O
Business Partners now
receiving Ml and
engaging regularly with
SMT’s to support
effecive monitoring
and review of overtime
spend.

Completed

This is delivered as part
of the standard monthly
schedule of Management
Information provided,
which covers both non-
contractual overtime and
call-outs.

Status of actions due will be validated by Internal Audit as part of the follow-up review process.
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Services for Communities (£K)
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