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Committee and Date
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11 February 2015

Item

26
Public

Proposal to Transfer Development Management, Public Protection and
Environment Services and the Regulatory Function of Private Sector

Housing into ip&e Ltd

Responsible Officer George Candler, Director of Commissioning
e-mail: george.candler@shropshire.gov.uk Tel: 01743 255003

1.0 Summary

1.1 Consideration has been given to the future delivery of certain Council services
comprising Development Management, Building Control, Land Charges, Street
Naming and Numbering and Local Land and Property Gazetteer, Public Protection
(including Trading Standards, Environmental Health and Licensing functions and
Parking Enforcement), Historic and Natural Environment and regulation of Private
Sector Housing, including the business support elements of these services. These
services include high profile regulatory public facing services.

1.2 Cabinet previously considered and supported an interim business case on the 30
July 2014 with respect to these services operating within ip&e Ltd. Following further
evaluation, proposals have now been developed to transfer the delivery of these
services into ip&e Ltd.

1.3 In the face of challenging financial pressures, the proposed transfer aims to both
maintain and over time enhance the delivery of key statutory services that the
Council has a legal duty to deliver. In addition, the services involved in the
proposed transfer contribute significantly to the Council’s three priorities (Growing,
Protecting and Helping) and three of its five outcomes (Your environment, Your
Health and Your Life). It is, therefore, essential that the Council takes action to
ensure the successful long-term delivery of these services.

1.4 The proposed transfer aims to reduce operating costs and support costs, thereby
promoting the Your Council outcome in terms of the Council doing the right thing
with public money and creating the conditions to develop a commercial environment
that will permit the generation of new and increasing income streams. This aims to
close the funding gap that future reductions in central Government funding will
create and reduce the risk of the Council failing to deliver statutory services. In
addition, ip&e Ltd consider it will be better able to further improve service delivery
and productivity to ensure services are resilient, accessible and responsive as well
as continuing to foster a customer focused culture and generating new income
streams through trading.
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1.5 Any proposed longer term transfer of the services that involve the transfer of staff to
ip&e Ltd will require detailed discussions on employment arrangements. To enable
work on the new methods of service delivery and savings to commence it is
proposed to effect an interim arrangement for the delivery of the services by ip&e
Ltd whilst work continues on the employment arrangements and associated issues.
An initial 12 month arrangement is proposed involving the secondment of relevant
staff into ip&e Ltd, with officer delegations proposed to allow a contract for up to a
further 5 year period to be awarded once the employment arrangements,
performance outcomes, contract value and associated issues are resolved.

2.0 Recommendations

2.1 That Cabinet agrees, subject to approval of the Council’s Financial Strategy by full
Council on the 26 February 2015:

2.1.1 that certain Council services, comprising Development Management, Building
Control, Land Charges, Street Naming and Numbering and Local Land and
Property Gazetteer, Public Protection (including Trading Standards, Environmental
Health and Licensing functions and Parking Enforcement), Historic and Natural
Environment and regulation of Private Sector Housing, including the business
support elements of these services (the Services), will be delivered by ip&e Ltd for
a period of up to 12 months whilst issues relating to a longer term transfer of the
services and staff are resolved.

2.1.2 to delegate authority to the Director of Commissioning in consultation with the
Portfolio Holder for Business Growth, ip&e, Culture and Commissioning (North) and
the Portfolio Planning, Housing and Commissioning (Central) to agree the terms of
the contract between the Council and ip&e Ltd for the delivery of the Services for a
period of up to 12 months and to agree the date upon which ip&e Ltd will
commence delivery of the Services.

2.1.3 to second staff currently employed in the delivery of the Services into ip&e Ltd for
the period of the service contract referred to in Recommendation 2.1.1 above.

2.1.4 to delegate authority to the Director of Commissioning in consultation with the
Portfolio Holder for Business Growth, ip&e, Culture and Commissioning (North) and
the Portfolio Planning, Housing and Commissioning (Central) to second such other
staff into ip&e Ltd where there is a clear need to do so to assist the delivery of the
Services through ip&e Ltd for the period of the service contract referred to in
Recommendation 2.1.2 above.

2.1.5 to delegate authority to the Director of Commissioning in consultation with the
Portfolio Holder for Business Growth, ip&e, Culture and Commissioning (North) and
the Portfolio Planning, Housing and Commissioning (Central), to finalise the
Council’s governance arrangements and commissioning staff structure
requirements in respect of the ongoing commissioning and monitoring of the
Services.

2.1.6 to delegate authority to the Chief Executive in consultation with the Leader of the
Council to agree an appropriate employment model which would enable the transfer
of Council staff to ip&e Limited in accordance with the Transfer of Undertakings
(Protection of Employment) Regulations (TUPE) whilst retaining the ability for the
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Council to authorise officers as necessary to exercise the Council’s statutory
powers.

2.1.7 within the 12 month period referred to in recommendation 2.1.1 and subject to the
Chief Executive approving an employment model in accordance with
recommendation 2.1.6 above, to delegate authority to the Director of
Commissioning and the Section 151 officer in consultation with the Portfolio Holder
for Business Growth, ip&e, Culture and Commissioning (North) and the Portfolio
Planning, Housing and Commissioning (Central) to agree, upon receipt of a
satisfactory business plan from ip&e Ltd, to transfer the Services to ip&e Ltd and
agree the duration, budget and terms of a service contract between the Council and
ip&e Ltd for the delivery of the Services for a period of up to 5 years.

REPORT

3.0 Risk Assessment and Opportunities Appraisal

3.1 Risk management

3.1.1 In the face of significant financial pressures, the proposal to transfer the delivery of
the services comprising Development Management, Building Control, Land
Charges, Street Naming and Numbering and Local Land and Property Gazetteer,
Public Protection (including Trading Standards, Environmental Health and Licensing
functions and Parking Enforcement), Historic and Natural Environment and
regulation of Private Sector Housing, including the business support elements of
these services (the Services), to ip&e Ltd aims to protect the delivery of key
statutory services that the Council has a legal duty to provide. In comparison to
those services that have already transferred into ip&e Ltd, these are high profile
regulatory public facing services and their impact on Shropshire communities and
businesses is significant.

3.1.2 The proposed transfer provides the opportunity for the Council to reduce operating
and support costs and to create a viable commercial support service through ip&e
Ltd. This commercial support service will allow the generation of new income
streams to combat the anticipated reduction in future funding. Ultimately, this aims
to maintain critical public facing services.

3.1.3 Given the current and anticipated future reductions in funding to local government, if
the Services remain in the Council, there could be an increasing risk that this
pressure and associated service delivery difficulties could escalate. In addition, the
ability to generate income and reduce operating and support costs, enabled by the
move to ip&e Ltd, would not be realised. Failures in service delivery may lead to
service complaints to the Local Government Ombudsman, legal challenges and,
ultimately, a failure to deliver the Council’s statutory obligations. The reputation of
the Council is also at risk and there would be an impact on the Council’s delivery of
its priorities and outcomes.

3.1.4 The proposed transfer provides the opportunity for the Council to reduce operating
and support costs and to create a viable commercial support service through ip&e
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Ltd. This commercial support service will allow the generation of new income
streams to combat the anticipated reduction in future funding. Ultimately, this aims
to protect the delivery of critical public facing and statutory services at acceptable
levels. The proposed transfer therefore promotes the ‘Your Council’ outcome in
terms of the Council doing the right thing with public money

3.1.5 There are a number of risks to the Council associated with the delivery of the
Services being transferred to ip&e Ltd. These are set out in Appendix A together
with the proposed contractual protections and mitigating measures that will be
implemented to minimise these risks. In summary, the key risk areas are:

legal challenge to the lawfulness of delegated decisions or use of statutory
powers

perceived conflicts of interest in carrying out statutory duties and commercial
support activities

ensuring properly regulated statutory functions

financial in relation to traded income projections/targets and managing costs

human resources implications associated with the secondment arrangement

reputation damage

delivering effective performance management

maintaining service resilience

dealing with non-delegable statutory functions

volume of work, in particular managing changes in demand

delivering value for money

process of mobilisation and transition

length of contract term

maintaining service quality

3.1.6 There is no guarantee, irrespective of how effective the mitigating measures are in
reducing the identified risks that the Council will not become subject to legal
challenge at some point in the future. However, having given due consideration to
this and other risks, it is concluded that the overall benefits of transferring the in-
scope services into ip&e Ltd outweigh the risks associated with retaining the
services within the Council. There is adequate protection for the Council from both
a legal and financial perspective. The Council is given the opportunity, through
ip&e Ltd, to deliver fit for purpose and resilient statutory services through reducing
operating and support costs and by developing a viable commercial support service
that can help to sustain the statutory services. In the longer-term, it is anticipated
that there will be a reinvestment of generated profit back into the Services to deliver
Council savings and service improvement.

3.2 Financial Implications

3.2.1 The services due to transfer to ip&e Ltd have significant budgets which are currently
approved in the Council’s budget under expenditure and income categories. Under
the Council’s financial rules, approval is required for these budgets to be spent in a
manner that differs to that currently approved in the Council’s budget.

3.2.2 The budgets available to commission the service will, in total, be the same as the
budgets that exist within the Council’s approved budgets. However, the
commissioning of the services will mean that rather than budgets existing for
specific expenditure and income categories, there will be a single commissioning
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budget available to pay for the delivery of the in-scope services through ip&e Ltd
and the company will be responsible for planning expenditure to meet the
requirements of the service contract specification; this will include arrangements to
buy back internal Council services initially for 12 months with the option to review
alternative arrangements thereafter. This will be identified in ip&e Ltd’s Business
Plan, the details of which will be finalised against the service delivery contract
during the initial 12 month interim secondment arrangement.

3.2.3 The 2015/16 budget identified for the delivery of the services transferring to ip&e
Ltd is identified at paragraph 4.0 below. At the time of writing this report the
2015/16 budget has not been finalised; in particular, the budgets for services
currently agreed through the internal market have not been finalised and will not be
available until the Council meeting on 26 February 2015. As a consequence, the
budgets identified at paragraph 4.0 exclude support services. The final budget
value for the in-scope services, including support services, will be included within
the Financial Strategy report for Council on 26 February 2015.

3.2.4 From 2016/17, the commissioning budget will be subject to further negotiation set
against the overall reductions required by the Council and, where agreed, will
include income generating targets. The service contract with ip&e Ltd will include a
clause setting out the process, including timescales, under which future financial
negotiations will be undertaken and agreed; the detail of this clause will be finalised
as part of the final service contract negotiations.

3.2.5 A significant source of funding for the in-scope services is through receipt of
statutory fees. It is anticipated that such fees will be collected on behalf of the
Council and effectively ‘pass through’ ip&e Ltd; they will not, therefore, affect the
turnover of ip&e Ltd. Initial 10 year projections indicate that traded income will grow
to represent approximately 10 % of turnover of the in-scope services and, therefore,
will not, on their own, have an adverse impact on the Teckal position of ip&e Ltd.
Further details will be included in ip&e Ltd’s Business Plan, as referred to in
paragraph 3.2.2 above.

3.3 Council Decisions and Statutory Powers

3.3.1 ip&e Ltd will not make any decisions that legally must be made by the Council, e.g.
determining planning and licensing applications; nor will any employees, who are
only employed by ip&e Ltd, exercise any statutory powers that must be exercised
by an authorised officer of the Council.

3.3.2 Where such decisions are currently made by means of relevant officer delegations,
this will remain the case. Similarly, those matters that are currently referred to a
committee for a decision will continue to be referred to the relevant committee; and
any statutory powers will be exercised by duly authorised officers of the Council by
virtue of the secondment arrangement, officer delegations and direct Council line
management control.

3.4 Consultation

3.4.1 Specialised external legal advice obtained in 2013 recommended the need to
conduct a meaningful consultation given the nature of the changes proposed.
Consequently, formal consultation with communities, service users, partners and
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stakeholders took place between 12 May 2014 and 4 July 2014. This was based on
presenting a subsidiary of ip&e Ltd as the proposed delivery model or alternatively
the services remaining within the Council. The feedback and outcomes of the
consultation were detailed in the July 2014 Cabinet report. In summary, whilst the
feedback was limited, it did not result in any significant changes to the interim
business case. The concerns raised had already been identified and accounted for
in the ongoing redesign work of the services.

3.4.2 The current proposal for the Services to be delivered by ip&e Ltd and not by a
separate subsidiary company is a shift from the options that were originally
consulted upon between May 2014 and July 2014. However, the key point is that
the Council is moving the services from direct provision to provision through a
council owned company, therefore the practical effect of this change of destination
legal entity from a subsidiary of ip&e Ltd to ip&e Ltd itself does not produce a
materially different set of circumstances, particularly from the consultee’s
perspective; consequently further statutory consultation is not required.

3.5 Human Rights

3.5.1 The implications of the decisions being taken in the recommendations, i.e.
essentially moving the delivery of services to a third party, do not pose any impact
on human rights; however, there is the potential for the way in which the services
are delivered to do so. This will be addressed through the service contract which
will require ip&e Ltd to comply with the Human Rights Act 1998.

3.5.2 Many of the fundamental legal duties and responsibilities of each of the services
being considered for delivery by ip&e Ltd do in fact protect and promote the human
rights identified within the key Articles of the European Convention on Human
Rights when the Articles are read in their widest sense taking into account the
manner in which they have been interpreted through case law. The rights likely to
be impacted are Article 2 – the right to life; Article 3 – prohibition of torture; Article 6
– right to a fair trial; and Article 8 – the right to respect for private and family life.
Specific examples demonstrating the applicability of each of the Services to the
Articles is set out in in Appendix B.

3.5.3 Any risks generated as a result of conflicts of interest arising from the delivery of the
services through ip&e Ltd, which may affect human rights, e.g. the right to a fair
trial, are mitigated through the service contract, governance arrangements and
safeguards set up to address such conflicts. Consequently, it is reasonable to
conclude that the recommendations made in this report are not at variance with the
provisions of the Human Rights Act 1998.

3.6 Equality and diversity

3.6.1 An Equality Impact Needs Assessment was completed prior to the Cabinet report in
July 2014. This has been updated and is set out in the Equality and Social
Inclusion Impact Assessment (ESIIA) included at Appendix C. The equality duty
and other relevant provisions of the Equality Act 2010 are summarised at Appendix
D.
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3.6.2 Having considered the equality duty and the results of the ESIIA, the overall impact
on all groups with protected characteristics in the county in terms of their access to
and use of these services if delivered by ip&e Ltd and the Council’s ability to tackle
discrimination and advance equality of opportunity is likely to be neutral with a
potential to be positive in time. This is partly because ip&e Ltd is wholly owned by
the Council and as such there is a greater degree of security and control as a result
of the Council’s ownership interest in ip&e Ltd compared with the position that
would exist if the Services were placed in the hands of alternative external third
party owned providers.

3.6.3 The equality duty and ESIIA process has been and will continue to be considered at
all stages of decision making in respect of the delivery of Services by ip&e Ltd and
the subsequent contract management, including future service change proposals.
The contract will require ip&e Ltd to ensure the equality duty, other equalities
legislation and the Council’s equality policies are taken into account. It will seek to
ensure that customers receive an appropriate level of service and avoid detrimental
impacts on individuals with protected characteristics.

3.6.4 In addition, as part of ip&e Ltd’s responsibilities under the equality duty, the service
contract will require ip&e Ltd to assess the impact of any changes to working
arrangements on staff with protected characteristics.

3.7 Environmental consequences

3.7.1 The services subject to this report are directly involved in environmental protection
and facilitating sustainable growth. A fundamental principle of the proposed new
service delivery model is to protect and enhance the key services that deliver this
protection and sustainability; hence, it is reasonable to conclude that there will be
no adverse environmental consequences. Potentially, there will be improvements if
the services are given the opportunity to develop resilience and increase capacity
through commercial opportunities.

3.8 Vulnerable people, families and community resilience

3.8.1 The Services being recommended for delivery by ip&e Ltd do not have a direct
impact on supporting the family approach or on looked after children; nor do they
have statutory responsibilities for children and adults. However, the services do
support work to protect vulnerable children, young people and adults and
supporting community resilience, e.g. hackney carriage and private hire licensing;
enforcement of age-restricted sales legislation particularly in relation to alcohol and
tobacco; controlling development such as the availability of green space and the
number of fast-food outlets; enforcement of statutory nuisance legislation
particularly around the impact this has on anti-social behavior; and ensuring
satisfactory housing standards are met.

3.9 Social Value

3.9.1 The Public Services (Social Value) Act 2012 requires the contracting local authority
to consider how it will secure improvements to economic, social and environmental
well-being and how this will be achieved through the way it commissions and
procures services. The scope of the Services recommended for delivery by ip&e
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Ltd provides a significant opportunity for securing such improvements directly and
as part of wider partnerships including:

Economic benefits – local businesses are enabled to flourish through increased
efficiency of planning and licensing services; well-targeted regulatory advice and
sanctions will support legitimate business whilst giving consumers confidence
that ‘rogue’ and unsafe operations will be dealt with; commercially provided
advice to SME will reduce costs of regulatory compliance to aid business
growth.

Social benefits – local people will have more confidence that issues such as
anti-social behaviour are being addressed through strong and targeted controls
on alcohol sales; regulation of the safety and quality of food being sold
contributes to greater public confidence and contributes to reductions in obesity;
development of employee commercial skills increasing their employability out
with the traditional local authority sphere.

Environmental benefits – people feel that they have a decent and appropriate
place to live through ensuring satisfactory housing, noise controls, pollution
prevention controls and improving air quality where problems are identified.

4.0 Financial Implications

4.1 The total Gross Budget proposed for the delivery of the services being transferred
to ip&e Ltd, excluding support costs currently recharged through the internal market
and below the line costs, is £7.950m. The income budget for services is £4.672m
which gives a Net Budget of £3.278m. Appendix E provides a breakdown of the
gross and net 2015/16 proposed budgets.

5.0 Background

5.1 Local authority funding from central Government is under a continuing downward
pressure and there is an ongoing need to respond to reducing budgets. The
Council must consider alternative ways of delivering services and focus on
improving what it does from a customer perspective whilst simultaneously
eliminating waste. As part of this process, the Council has made it clear that it is
committed to becoming a commissioning council as set out in the Council’s
‘Commissioning for the Future’ strategy.

5.2 In support of this strategy, the benefit and synergies of bringing together the
majority of regulatory services that deliver, directly or indirectly, business support
services as part of their regulatory function has been explored, together with options
for alternative service delivery models.

5.3 The fundamental purpose of this work was to establish a means of protecting the
delivery of statutory services at an acceptable level. The overall aim was to find
ways to reduce operating costs and support costs and to create a commercial
support service that would be able to generate income to close the funding gap that
future reductions in central Government funding will create.

5.4 The alternative delivery models initially considered included a staff mutual, a local
authority partnership and a joint venture with a private organisation. As the options
appraisal work progressed, the potential advantages of utilising a Council owned
business to deliver the services began to develop. Further work was then
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undertaken to assess a number of business models with a ‘stand-alone’ company
being assessed as the favoured option against the following criteria:

Risk of legal challenge

Real or perceived conflicts of interest

Operational flexibility

Service delivery/quality

Employment and HR risks

Flexibility to control costs

Ability to maximise income streams

5.5 Given the Council’s position that ip&e Ltd is the preferred supplier of choice,
consideration was given to mechanisms by which this may be achieved but still
retaining the ability to capitalise on the advantages that the stand-alone company
option offered.

5.6 On the 30 July 2014, Cabinet considered an interim business case proposing a new
model for the delivery of planning and development management, environmental,
business support, public protection and private sector housing services in
Shropshire and approved the evaluation of different business models for delivery
through ip&e Ltd.

5.7 Since the interim business case was approved, further evaluation has been
undertaken and the current in-scope services confirmed as:

Development Management

Building Control

Land Charges, Street Naming and Numbering and Local Land and
Property Gazetteer

Public Protection (including Trading Standards, Environmental Health and
Licensing functions and Parking Enforcement)

Historic and Natural Environment

Regulation of Private Sector Housing

5.8 In addition, following Cabinet’s approval that planning policy remains within the
commissioning function of the Council, consideration was given to the feasibility of
the remaining functions that are currently managed as part of the planning policy
team being transferred into ip&e Ltd. It was concluded that these functions remain
within the Council while the outcomes of the economic growth redesign project are
fully considered. A further review will be necessary to determine the most effective
delivery model for planning policy and the remaining functions.

5.9 It was also concluded that there is potential to widen the scope of the
services/functions to be transferred into ip&e Ltd to include others that have
regulatory and/or business support functions. However, robust options appraisal
work will be required before final decisions can be made and this will not take place
prior to the award of the initial 12 month contract.

5.10 Further consideration was also given to the benefits of a subsidiary business
compared with transferring the in-scope services directly into ip&e Ltd. It was
concluded that under the proposed model of service transfer there is currently no
immediate need for a separate subsidiary company to be created to govern and
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deliver the contract. The governance arrangements for the ip&e Ltd Board, the
management structures within both ip&e Ltd and the Council together with
appropriate officer delegations/authorisations for statutory purposes will ensure
independence of roles and functions from a provider perspective. Consequently,
at this specific time, it has been concluded that the award of a contract directly to
ip&e Ltd, rather than to a subsidiary, for the provision of the in-scope services is
appropriate on the basis that there are identifiable short-term benefits to both the
Council and to ip&e Ltd if the services transfer directly into ip&e Ltd. These include:

More direct control of the business which better satisfies the Teckal
requirement for control to be exercised over the business.

Economies of scale, e.g. the extra administrative burden of a separate
company is removed.

Policies such as HR, Information Governance, Health & Safety, etc. are
already in place.

Removal of the requirement for separate Board of Directors.

ip&e Ltd has increased potential for success which subsequently benefits
the Council as sole shareholder.

5.11 It is further concluded that such an arrangement will provide adequate protection for
the Council in the initial years from both a legal and financial perspective. It will also
provide ip&e Ltd with the opportunity to demonstrate that it can deliver fit for
purpose and resilient regulatory services. In this respect, the draft ip&e Ltd
Business Case, pertaining specifically to the delivery of the in-scope services is set
out at Appendix F. This draft Business Case is due to be considered by the ip&e
Ltd Board during the week commencing the 9 February 2015; the outcome will be
made know to Cabinet by means of a verbal update report.

5.12 The ip&e Ltd Business Case summarises the operating model for the in-scope
services described in the Business Strategy, Service Plan and Outcomes
Framework and in the draft Marketing Strategy and will lead to a Business Plan
against the finalised service contract. The secondment arrangement will facilitate a
smooth transition of the in-scope services with service operations and transactional
services/processes operating as they currently do. Any outstanding re-design
required will be completed within ip&e Ltd taking into account the business planning
process that is and will be required by ip&e Ltd.

6.0 Additional Information

6.1 Service Delivery Contract

6.1.1 An appropriate service delivery contract and specification is being drawn up to take
account of the scope and complexity of the services which are being recommended
for transfer. The details to be included in the contract between the Council and
ip&e Ltd are summarised in the executive summary set out at Appendix G.

6.1.2 ip&e Ltd has been set up to take advantage of the Teckal exemption that allows
local authority services to be transferred to a Local Authority Trading Company
without having to go through tendering and procurement processes that would
otherwise be required. In order, however, for the Teckal exemption to apply, certain
controls must be in place, particularly around the necessity for the Council to exert
proper control over the way the services are provided, e.g. through retaining control
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of policy and priority setting, and limiting the amount of income from trading as a
proportion of turnover. The service contract will address these requirements.

6.1.3 The contract will specify the services to be provided including setting out general
and specific statutory duties that the Council is required to deliver, how the services
will be paid for, governance and performance management, necessary clauses to
allow the services to be provided such as access to and use of premises and
assets, information governance, how conflicts of interest will be addressed and
termination provisions. The level of detail contained in the contract is necessary so
that the Council can ensure that the services to be provided, many of which are
statutory, are properly performed.

6.1.4 Whilst it is desirable to agree a contract length of up to 5 years, with appropriate
break, extension and termination clauses, it is currently proposed that the contract
will initially be effected for 12 months. This short-term approach is necessary to
align the contract with the time period proposed for the secondment arrangements.
During the term of the interim 12 month contract, once the employment and
associated issues are resolved and a satisfactory Business Plan is prepared in
respect of any additional contract period, work can commence in respect of the
award of a further contract for a period up to 5 years. This additional service
contract would commence upon the formal transfer of the services and the TUPE
transfer of the relevant staff to ip&e Ltd. The award of such a contract direct to ip&e
Ltd would also be subject to confirmation that ip&e Ltd retains its ‘Teckal’ status,
thereby enabling the Council to make a direct award without undertaking a
procurement process.

6.2 Outcomes – Incorporating Social Value

6.2.1 It is clear that the scope of the Services recommended for delivery by ip&e Ltd
provides a significant opportunity for securing social value improvements.
However, delivery of the Services simply in accordance with the service contract is
insufficient to fully demonstrate that ip&e Ltd satisfies the requirements of the Public
Services (Social Value) Act 2012.

6.2.2 It is incumbent on ip&e Ltd to demonstrate how it intends to secure improvements
to economic, social and environmental well-being and how this will be achieved in
relation to the Council’s priorities and outcomes. In this respect, it will be a
requirement of the service contract relevant to this report that ip&e Ltd will set out a
social value framework, to be agreed with the Council, during the period of the
interim 12 month contract and any subsequent agreed contract term.

6.3 Governance arrangements

6.3.1 An outline framework has been developed setting out the governance
arrangements that will be put in place. The framework includes:

provision by ip&e Ltd of financial and performance information as will be
required in the service contract

a system of quality auditing by the commissioners, being officers with
knowledge and appropriate experience of the in-scope services

regular performance management meetings between the two parties
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oversight through existing council governance arrangements supporting the
strategic contract with ip&e Ltd

a specific service contract governance board that acts in an advisory capacity
to Cabinet/Council; portfolio holders will sit on this board (this is in line with
arrangements already in place for the management of council housing and
waste contracts)

an annual review process including review of locally set statutory fees and an
annual report to Cabinet explaining the results of the annual review and
overall performance against the contract

6.3.2 The proposed governance arrangements also include control arising from the direct
line management from the Council of the senior officer with delegated responsibility
for the various statutory duties, decisions and powers; the senior officer being one
of the staff seconded by the Council into ip&e Ltd. The secondment agreement
between the Council and ip&e Ltd will clearly set out this arrangement. The line
management for the purposes of officers involved in statutory decision making will
flow from the senior officer down through the management structure of the Services
to all other officers who are seconded for the purpose of making delegated
decisions and/or authorised for the purpose of exercising legal powers. Any future
delivery model to be adopted in respect of the Services will include equivalent
governance arrangements to ensure the proper authorisation and probity of the
required decision making.

6.3.3 Any service contract will include requirements for ip&e Ltd to ensure on-going wider
member engagement. In addition, appropriate member involvement and oversight
will be ensured through relevant portfolio holders. The portfolio holders will be
members of the Contract Governance Board and will receive the performance
monitoring and financial information that is submitted to this Board. The Council will
be advised through the normal decision making channels, including the portfolio
holders and Cabinet, as appropriate. In addition, the governance framework
includes the requirement for an annual report to Cabinet.

6.4 Commissioning structure

6.4.1 An interim commissioning structure has been developed to facilitate the transition
process; this comprises a strategic commissioner (Head of Economic Growth &
Prosperity) (reporting to the Director of Commissioning) supported by a Senior
Commissioner and two specialist commissioners who have expertise to oversee the
full extent of the in-scope services. It is proposed that the salary and other
associated costs for this structure will be met from within existing service budgets.
It is envisaged that the interim commissioning structure will develop further to
complement the Council’s evolving commissioning approach, including undertaking
the contract and performance management that will be required in the future.

6.5 Employment issues

6.5.1 A large number of staff within the in-scope services have delegated authority to
make decisions on behalf of the Council and/or to exercise statutory powers. The
Council cannot legally delegate the decision making or the exercising of statutory
powers to a third party; this would include ip&e Ltd and its contracted employees.
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6.5.2 Consequently, it is a prerequisite of the new delivery model via ip&e Ltd that all staff
who make delegated decisions and/or exercise statutory powers must remain
officers of the Council. Alternative options (secondment, dual employment and joint
employment) to address this issue have been explored with the support of external
legal advice together with advice from the Council’s HR specialists. Whilst joint
employment (i.e. where two or more employers employ an individual employee at
the same time and the employers share the control and supervision of the
employee's activity) has currently been assessed to be the most appropriate long-
term solution, the Council’s HR specialists have advised that further assessment of
this employment mechanism is required to fully understand the implications for both
the Council and for ip&e Ltd. Nevertheless, the separation achieved through a joint
employment contract will help to address perceived conflicts of interest where staff
may undertake both regulatory and commercial business roles.

6.5.3 It was initially concluded that those staff who do not make delegated decisions or
exercise statutory powers would have a single employment contract with ip&e Ltd.
However, this conclusion also requires further assessment for those support staff
who currently have roles that require access to Council systems. It will be
necessary to establish whether this access will be required in the future and the
subsequent implications this has for employment contracts for support staff.

6.5.4 Furthermore, the impact on employer pension contributions is not yet fully
understood and, whilst advice has been sought, this is unlikely to be resolved within
an acceptable timescale. Any delay will adversely impact on the ability of the
Council to deliver its planned savings targets.

6.5.5 Consequently, to enable work on the new methods of service delivery and savings
to commence with effect from the services commencement date, it is proposed to
effect an interim arrangement for the delivery of the services by ip&e Ltd whilst work
continues on the employment arrangements and associated issues. A 12 month
arrangement is proposed involving the secondment of relevant staff into ip&e Ltd to
allow lawful decision making to continue and to permit officers to legally exercise
statutory powers.

6.5.6 This will require a shadow structure to be retained within the Council to protect staff
and to facilitate their return to their substantive posts should this become necessary
within the next 12 months. In addition, it will necessitate a secondment agreement
between the Council and ip&e Ltd setting out that staff who are seconded to ip&e
Ltd are officers of the Council at all times when making delegated decisions and
exercising statutory powers.

6.5.7 Secondment will also deliver operational flexibility within the ip&e Ltd business
model to test any business and operational assumptions against the ip&e Ltd
strategy to enable the company, as a whole, to grow and prosper as new services
are introduced. This secondment is an interim and temporary step required as a
precursor to a permanent solution that needs to be in place for relevant staff as
soon as is practicable and no later than 12 months from the date the staff are
initially seconded into ip&e Ltd.
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6.6 Transition process

6.6.1 Following the Cabinet decision, the matters that remain outstanding and will need to
be addressed include:

a) finalising the service delivery contract and service specification including
contract value and payments

b) ensuring officer delegations are correctly aligned with the new arrangements
and if necessary, amend the Council’s Constitution. If this is required a
separate report will be submitted to the Council to effect these changes

c) finalising service structures, which will need to be mirrored within the Council
for the protection of staff during the period of the secondment and to allow for
employment arrangements to be further considered within the initial 12
month service contract period

d) creation of service level agreements for the ‘buy back’ of internal Council
services

e) finalising the governance arrangements;
f) agreeing the employment model

7.0 Conclusions

7.1 In conclusion, transferring the services into ip&e Ltd has the potential to mitigate the
risks associated with retaining the services within the Council and the overall
benefits outweigh any risks from doing so. There is adequate protection for the
Council from both a legal and financial perspective. The Council is given the
opportunity, through ip&e Ltd, to deliver fit for purpose and resilient statutory
services through reducing operating and support costs and by developing a viable
commercial support service to generate income that can help to sustain the
statutory services. In the longer-term, it is anticipated that there will be a
reinvestment of generated profit back into the Services to deliver Council savings
and service improvement.

List of Background Papers (This MUST be completed for all reports, but does not
include items containing exempt or confidential information)

Cabinet Report of 30 July 2014 entitled ‘Interim Business Case for the Development of a
New Delivery Model for Planning, Public Protection, Environmental and Business Support
Services’

ip&e Ltd Business Case supporting documents for in-scope services:

Business Strategy

Service Vision, Outcomes and Priorities – Outcomes Framework

Marketing Strategy

Cabinet Member (Portfolio Holder)
Cllr Steve Charmley - Portfolio Holder for Business Growth, ip&e, Culture and
Commissioning (North)
Cllr Malcolm Price - Portfolio Holder for Planning, Housing and Commissioning (Central)
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Local Member
Not applicable as proposals have county wide application

Appendices
Appendix A: Key risks and mitigating measures
Appendix B: Applicability of in-scope services to protecting and promoting human rights
Appendix C: Equality and Social Inclusion Impact Assessment (ESIIA)
Appendix D: Equality & Diversity Requirements under the Equality Act 2010
Appendix E: Financial details
Appendix F: ip&e Ltd Business Case for in-scope services
Appendix G: Executive Summary of Service Delivery Contract between Shropshire Council
and ip&e Ltd
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Appendix A

Proposal to Transfer Development Management, Public Protection
and Environment Services and the Regulatory Function of Private

Sector Housing into ip&e Ltd

Key Risks and Mitigating Measures

The risks to the Council associated with entering into a contract with ip&e Ltd together

with the contractual protections and other mitigating measures that will be in place are

listed below:

Risk Area Causes Control/Mitigation

Legal challenge Real or perceived conflict of
interest

Strong governance
framework
Strong performance
management
Conflict of interest protocol
in contract

Proper regulation of
statutory functions

Lack of independence of
decision making at officer
level e.g. pressure to treat
ip&e services or customers
more favourably

Strong governance
framework
Strong performance
management
Conflict of interest protocol
in contract

Financial Provider is unable to
effectively manage its
costs or secure sufficient
income

The contract will include
provisions whereby the
services can be brought
back under direct Council
control.

Human resources Lack of clarity on HR matters
associated with joint
employment

Interim step to second staff
into ip&e Ltd for 12 months
to allow further assessment
of joint employment and
clear understanding of
implications for both parties.
Clear joint employment
contract understood by
staff. Creation of a joint
employment handbook.

Reputational
damage

Challenge and complaints
due to conflicts of interest

Strong governance
framework
Strong performance
management
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Conflict of interest protocol
in contract

Performance
management

Senior Council officers also
being Directors of ip&e

Contract management is
undertaken by officers who
do not report to any Senior
Council officer who is also a
Director of or otherwise
employed by ip&e

Financial Insolvency Provisions will be agreed in
the Contract

Financial Lack of transparency in
contract finances.

Open book accounting and
audit rights are to form part
of the contract.

Resilience Inadequate specification Extensive work and review
is in progress and will be
included in the output
specifications
Contract review provisions

Resilience Inadequate design /
Inadequate resourcing /
Inadequate methods

Rectification processes,
step-in and termination
clauses will be included in
the contract.

Resilience Force majeure event A business continuity plan
is required as part of the
contract.

Resilience Inadequate business
continuity arrangements

The service provider is
responsible for delivering
the
Service continuity. These
are monitored through KPIs
and the council has the
right, where appropriate, to
step-in where there is
failure.

Resilience Inadequate transition
arrangements

The contract will include
provisions whereby the
services can be brought
back under direct Council
control.

Ongoing VFM of
core service

Inflexible design There will be change
provisions within the
contract.

Ongoing VFM of
core service

Change in council
priorities/policies

There will be change
provisions within the
contract.

Ongoing VFM of
core service

Provider does not remain at
the forefront of developments

Part of performance
management and included
in annual service
reviews.
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Volume / change in
demand

Demographic changes or
policy changes requiring
focus on certain activities,
e.g. more
Trading Standards
inspections

Volume related payments,
where appropriate, to be
agreed in the contract.
Increased costs will be
offset in some instances by
increased income.

Non-delegable
Statutory
Functions

A number of statutory
functions within the services
that include non-delegable
Statutory functions

There are a number of
functions within the services
that can only be performed
by an Officer employed by
the Authority. A
secondment arrangement
between the Council, the
employee and the new
provider will enable these
elements to continue to be
performed by Council
Officers during the initial 12
month period. In the longer
term an appropriate
employment model (which
may include a form of joint
employment arrangement)
will be considered to allow
for the exercise of the
statutory functions which
cannot be otherwise
delegated to a third party
post transfer to the new
provider.

Mobilisation &
Transition

Commissioners / Resources Contract management
arrangements need to be
effectively structured and
resourced to ensure that the
benefits to be set out in the
Business Case can be
realised, and exceeded,
throughout the life of any
extended contract.

Contract Term Length of Contract Interim step to have a 12
month contract as an
exploratory precursor to the
development of a longer-
term contract, potentially 5
years duration with room to
extend and to terminate
early in the event of poor
performance.
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Service Risk Challenging Timescales and
uncertainty for staff

Consuming time which may
impact on service to our
customers in the short term.

Service Risk Failure to free up enough
resource to enable income
generation leads to reduction
in staff (to meet agreed
service fee) leading to even
greater difficulty of freeing up
resource from regulatory
work

Output specifications and
KPI’s must be realistic and
achievable within resources
available
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Appendix B

Proposal to Transfer Development Management, Public Protection
and Environment Services and the Regulatory Function of Private

Sector Housing into ip&e Ltd

Applicability of in-scope services to protect and promote
human rights

Article
Number

Article
Description

Expanded
Meaning

Examples of Applicability

2 Right to life Prohibition upon
taking of life other
than in accordance
with the law; also
encompasses a
positive duty to
protect life.

To prevent/reduce risk of ill-
health/death through
controls associated with
food/feed safety, air quality,
nuisance (e.g. persistent
noise leading to impact on
mental health)

3 Prohibition of
torture

Inhuman or
degrading
treatment or
punishment;
extended to include
allowing a person to
live in inhuman or
degrading
conditions where
we have the power
to do something
about it.

Dealing with filthy and
verminous premises
Controls on private sector
housing standards

6 Right to a fair trial Increasing
expectation to open
up consultation
processes and
(unless precluded
by law) to hold
hearings and give
people the chance
to object to
decisions.

Regulatory action that has
potential to lead to
civil/criminal action in court
Quasi-judicial role
undertaken when making
licensing and planning
decisions

8 Right to respect for
private and family
life

Includes every
aspect of a
person’s physical
and psychological
personality; steps
that exclude or do
not include people

Planning decisions
Licensing decisions
Enforcement action against
‘rogue traders’ to protect
vulnerable consumers
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within mainstream
society or which
cause them to live
in conditions which
adversely impact
upon normal family
life.
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Appendix D

Proposal to Transfer Development Management, Public Protection
and Environment Services and the Regulatory Function of Private

Sector Housing into ip&e Ltd

Equality & Diversity Requirements under the Equality Act
2010

Equality and diversity issues are a mandatory consideration in accordance with the
Equality Act 2010. This means the council and all other organisations acting on its
behalf must have due regard to the equality duties when exercising a public function
and such an obligation is on-going. The equality duty should be applied before a
decision is made and be part of the decision-making process.

Section 149 of the Equality Act 2010 provides that: ‘(1) A public authority must, in the
exercise of its functions, have due regard to the need to:

• eliminate discrimination, harassment, victimisation and any other conduct that
is prohibited by or under this Act;

• advance equality of opportunity between persons who share a relevant
protected characteristic and persons who do not share it;

• foster good relations between persons who share a relevant protected
characteristic and persons who do not share it.’

This is known as the Public Sector Equality Duty and for the purposes of this appendix
is referred to as the ‘equality duty’.

The ‘protected characteristics’ are age, disability, gender reassignment, pregnancy
and maternity, race, religion or belief, sex and sexual orientation.

Section 149 (2) provides that ‘a person who is not a public authority but who exercises
public functions must, in the exercise of those functions, have due regard to the
matters mentioned in subsection (1)’. Section 150 (5) provides that ‘a public function
is a function of a public nature for the purposes of the Human Rights Act 1998’. This
means that the equality duty is applicable to ip&e Ltd as well as the Council.

Allegations of a breach of the equality duty is a basis for legal challenge to decisions
by any public authority. The time and cost of dealing with litigation and the risk of
decisions being quashed is not something that can be treated lightly. In making their
decisions, members must give due regard to all of the goals within the equality duty
and in the context of the function which is being exercised.

Equality considerations must be integrated into day to day business when formulating
policies and decision-making and, in particular, the need to consider what impact, if
any, a particular proposal will have on one or more protected groups, whether there
will be any cumulative impact and what mitigating steps must be put in place.
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Regulatory and Business Support - Fulcrum - Controllable Budget APPENDIX E

Management

Budget 2015/16 Planning Central Building Building Building Historic Archaeology Admin Natural Trees Client Health Environmental Environmental Notice Licensing Management Total

(as at 29/01/15) Validation Regulation Regulation Control Environment Unit Environment Management Prevention Protection Enforcement Processing Support

Fee Non-Fee Other & & &

Resoulution Protection Prevention 90%

Cost Centre 66590 66330 66340 66345 66347 66950 69383 66300 66370 69100 6PP02 6PP03 6PP05 6PP06 6PP09 6PP15 6PP01

Employees 1,437,310 506,970 400,000 77,230 100,500 426,340 41,380 55,120 418,020 144,720 567,790 763,050 417,420 745,650 367,730 318,770 270,330 7,058,330

Premises 1,300 5,390 6,690

Transport 20,600 420 22,100 7,600 3,800 13,930 1,000 8,500 5,250 41,000 41,100 5,000 62,260 232,560

Supplies & Services 140,800 55,750 28,950 12,450 5,340 11,090 500 10,560 20,220 5,780 6,000 23,500 105,450 18,080 113,610 25,000 69,300 652,380

Third Party Payments 0

Transfer Payments 0

Reserves 0

Income (2,118,200) (452,690) (609,570) (35,000) (49,420) (45,140) (9,380) (3,690) (60,740) (6,000) (45,200) (268,500) (330,650) (39,060) (579,000) (20,120) (4,672,360)

Net expenditure (519,490) 110,450 (158,520) 97,280 74,640 401,940 (2,260) 56,300 443,050 95,010 567,790 742,650 300,760 474,180 442,280 (230,230) 381,770 3,277,600

Development Management Healthier People & Communities Healthier & Sustainable Environment
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Fulcrum1 Business Support and Regulatory Services – Business Case

2 February 2015

Executive Summary Approach - Fulcrum brings together a range of public protection regulatory

services with planning services, building control, historic and natural

environment services combining the best of the public and private sector to

deliver these important services in a new and innovative way. From concept

to reality, we have re-designed services; described our service outcomes;

developed our vision, values and culture; and adopted a more commercial

and financially astute approach to service delivery. We believe we have

created a unique, radical, innovative and sustainable model for regulatory

and planning services for the next 10 years.

Markets - The Fulcrum design includes the creation of a commercial business

support service which can exploit a gap in the market for the provision of

high quality specialist knowledge and advice across a broad range of

regulatory services functions. Our USP to businesses combines detailed

technical knowledge and skills with an unparalleled understanding of the

public sector landscape and how to plot a simple course through its often

convoluted processes and bureaucracy. We also believe there is a public

sector market where we can make significant gains because we are far more

advanced than many local authorities in this field.

Success Factors – Continued delivery of core statutory regulatory services at

right quality, value and cost levels; identification of new income streams

through creation of commercial support service; satisfied customers,

partners and stakeholders.

Legal Status/Business Format – delivery of regulatory and planning services

through ip&e Ltd is not risk free but all keys risks have been identified

together with the approaches and solutions to minimise risk. These include

creating Fulcrum as a subsidiary within ip&e and development of joint

employment arrangements to ensure the continued exercise of statutory

powers and delegated authority to regulate.

Contract Length – Fulcrum sought a 10-year contract in the Interim Business

Case reported to Cabinet in July 2013 as this is in line for similar contract

lengths for regulatory and planning service functions in other councils.

However, an initial contract of 12 months to mirror the secondment

arrangement, which was recommended by the Fulcrum Sponsor’s Board on 29

January 2015, with a view to extending the initial contract period to cover the

first 5 years of operation – 2015-2020.

1. Introduction - Background and Vision

The Fulcrum business vision is simple:

Protecting people and the environment, supporting business and

sustainable growth.

The outcomes and key objectives that support the business vision are

outlined in the Fulcrum Business and Service Plan/Outcomes Framework.

The vision and outcomes are underpinned by more detailed operational

priorities, action plans and core principles measured against a range of

qualitative and quantitative quality and performance standards. The latter

will provide direct and indirect evidence which demonstrates more clearly

how Fulcrum will achieve these outcomes in practice. Striving to deliver

1Working title
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change for the better, Fulcrum will remain resolute in its pursuance of

improved outcomes, rather than simply producing a list of targets and follow

an outdated philosophy of ‘what gets measured gets done’.

Beliefs and values

Being Customer Focused

Understanding and responding to customer needs and expectations but

more effectively managing demand through prevention and early

intervention

Going the extra mile, treating service users as individuals

Being fair, consistent, proportionate and pragmatic

Listening to service users and citizens and acting sensibly and

pragmatically to address concerns

Communicating more clearly about what we can and cannot do and

explaining why we cannot always do what people would like us to do

Providing accessible, reliable and responsive services

Helping customers to self-serve where appropriate

Setting and achieving optimal service standards

Valuing People

Providing clear and consistent leadership

Encouraging constructive and intelligent communication

Being committed to learning and development

Fairness and transparency in our dealings with people

Supporting, respecting and trusting colleagues – treating each other with

honesty, dignity and respect

Being open, listening, encouraging mature debate and providing

constructive feedback

Being decisive and firm where we need to be

Encouraging team working – supporting each other to deliver common

outcomes

Encouraging Innovation

Careful evaluation and balance of risk and benefits in evaluation of issues

and solutions

‘Can-do’ approach

Working smarter, not longer - being lean and efficient

Being innovative, creative and ambitious

Identifying, adapting and applying best practice.

Generating and implementing ideas for improvement

Celebrating success and achievement

Learning from our mistakes

Working in Partnership

Complementing the work of others and not duplicating effort

Focussing on the wider horizon to better understand partners’ outcomes

and priorities

Working collaboratively and sharing our successes
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Focusing on Outcomes and Improvement

Helping to improve the quality of people’s lives

Protecting the vulnerable

Using our resources wisely in delivering value for money

Making a difference and adding value

Satisfied customers

2. Market analysis Marketing Strategy

The Marketing Strategy is a vital component of the future success of Fulcrum

as a commercial entity and developing brand. The Strategy describes the

approach for business development and growth in the Commercial Support

Service. This will start life as a virtual operation, as we have identified themost

profitable and sustainable income streams as well as those current markets

most critical to maintain as part of the marketing mix and branding for

Fulcrum. However, we are not starting from scratch having current experience

in delivering traded services competing against private sector operators.

The Strategy projects steady growth once the business has developed a

foothold in themarket selling the highly valued skills, knowledge and technical

expertise that exists within the in-scope services. The added value this brings

as part of the Fulcrum USP is the unparalleled knowledge and understanding

of the machinery of local government and the ability to plot a clear route

through its complex web of systems and processes which create unnecessary

barriers to progressing matters quickly.

The Strategy focuses on the following elements:

Branding – working with ip&e Ltd to develop a clear understanding of

the essence of the business and service offer in order to exploit the

benefits of being part of Shropshire Council as a trusted brand, whilst

developing a reputation for excellence in service delivery,

responsiveness, reliability and assurance

Delivering achievable and sustainable growth – informed by the

business and marketing strategies to gain an early foothold in themarket

and concentrating on quality and value for money to attract and retain

existing business whilst creating further opportunities to generate and

exploit new commercial markets

Bespoke and specialist services – Fulcrum will focus, in the early

years, on the marketing of specialist services where there are significant

opportunities for business growth, but where levels of expertise in the

commercial world are lower, coupled with the added value element of a

comprehensive understanding of the legislative and local government

landscape

Integrated Solutions – by bringing together a range of professional

disciplines and expertise within a subsidiary company, Fulcrum will

provide integrated support from business finance, planning, business

process improvement, quality assurance frameworks and pre-

assessment quality auditing in order to minimise compliance costs for

business whilst at the same time achieving improved levels of regulatory

compliance. This would, in turn, reduce the need for unnecessary

inspection of businesses; thereby creating the capacity to release

resources to tackle illegal activities that carry a high risk for residents and

legitimate businesses.

Transactional services – with the work that has been undertaken on

re-design and capacity building, informed by targeted process
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improvement work, we can offer to manage specific transactional

services like planning and licensing applications on behalf of other

councils who cannot maintain these transactional services at the right

quality and cost.

3. How will we the

new team to work?

Creating and building on the right culture for Fulcrum within the wider ip&e

culture will be another critical success factor. The notion of an ‘achievement

culture’ has been voiced extensively in successful enterprises. The

achievement culture could be described as encompassing the following

elements:

People focused making a difference and who are driven by a shared

vision and organisational values and a clear direction for the

organisation

Provide opportunities for people to develop and use their talents to

the full in supporting the vision and organisational values

Passion and commitment to the job – going the extra mile and

building on the public service ethos

People learn to trust each other, which then motivates and bonds

people

Ongoing commitment to learning and development – individual and

organisational

Clarity of role, responsibility and accountability.

This is never easy to achieve in practice because organisations are made up of

individuals – we think, do and approach things differently, but that is a

strength of organisations where tapping into the diversity of skills, knowledge

and experience can lead to greater levels of creativity innovation and

creativity.

Creating the right culture and ethos for Fulcrum was informed by a series of

staff engagement sessions early in the design phase which also provided an

opportunity to assess the level of understanding and support for the new

venture. The essence of those sessions was to create optimism around

Fulcrum by asking participants to describe what the ideal culture of the new

company should be. The words colleagues used to describe this included:

Being Valued, Optimistic, Empowered, Involved, Engaged, Part

Respected, Professional, Confident, Supported, Well Managed, Efficient,

Proud, Happy, Helpful, Trusted

Our people are looking forward to the opportunities that a move to ip&e

delivers – combining the best of the public sector ethos combined with a

greater focus on customers, efficiency and cost reduction.

4. How will you help

grow our business?

Fulcrum will operate in a more commercial and entrepreneurial way:

Securing support services or re-designing functions, as necessary, to

deliver best value for the company and its customers, to ensure the

business is able to operate successfully in a commercial environment;

Eliminating unnecessary bureaucracy and simplifying process –

breaking the culture of form filling, inflexibility and risk aversion and

facilitating self-serve systems – this will involve challenging outdated

practice where it adds little or no value to improving outcomes or

customer service;

Creating sustainable growth for the commercial support service;
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Developing a framework to incentivise high performance and improved

productivity – appropriate reward and recognition but within a clearly

defined cost envelope;

Adopting agile working practices: utilising the most appropriate

technology within a clearly defined and coherent strategy and not

lurching from one platform to another to keep up with the latest trend;

creating an agile workforce delivering improved productivity and

customer service and improved staff satisfaction.

A supporting pillar of the Business Strategy is to pursue the right public sector

market opportunities. Fulcrum will be unique in the regulatory services field.

Although there are local authority/private sector consortia now operating,

Fulcrum will present a better and more politically attractive alternative for the

delivery of local services through formal collaborative arrangements as

smaller councils may wish to pursue an arrangement with Fulcrum rather than

enter into complex and protracted negotiations with major private sector

operators. The anecdotal evidence supports this view, particularly in two-tier

authorities, where the impact of financial savings in smaller districts will take

hold in 2017 and beyond. This will form an important part of the Fulcrum

Marketing Strategy.

5. Business basics Service structures are complete. Structures have been informed by

organisational design principles and the introduction of generic job profiles

means that Fulcrum has a transparent and simple structure based on four

‘job types’: management, professional, technical and administrative.

Ideally, the core team will have a central core location supported by satellite

and agile working to optimise efficiency and minimise transport and

infrastructure costs.

The main IT platform is a hosted and fully supported system with IDOX. This

system also provides ongoing business opportunities for other councils

seeking to move to hosted systems for regulatory and planning services. This

forms part of a strategic approach to agile working practices that have been

developed leading to culture change, improved customer service and

productivity as well as reducing operating costs.

Fulcrum is unique in the field of planning and regulatory services and as such

puts it in the driving position for exploiting market opportunities in both the

public and private sector markets.

The Marketing Strategy outlines the detailed approach to business

development and is supporting through individual marketing and sales plans

for the respective private and public sector markets.

The Fulcrum Service Strategy and Outcomes Framework details the individual

outcomes and priorities for Fulcrum to meet the Council’s contract and

service specification.

6. Legal, regulatory

and insurance

requirements

Detailed work was undertaken in the Fulcrum design phase to understand

the legal position and risks associated with providing regulatory services

through a wholly-owned Council company. Specialist regulatory services can

be sold commercially, but there are identified risks around potential conflicts

of interest between regulatory and commercial activity and the continued

exercise of statutory powers and delegating authority to take formal

enforcement action. However, these risks are understood and appropriate

action and solutions to minimise those risks are available. These including

employment solutions e.g. joint employment and defined policies and

protocols to avoid potential conflicts and the risk of legal challenge.

Page 45



6

Providing traded services will require additional insurance liability insurance

and this is identified in the Risks and Opportunities Register.

Core funding is available as the Council has a statutory duty to provide these

services. However, further work will need to be undertaken as part of the

contract and service specification to provide ensure that income from fees

and charges is appropriately dealt with.

7. Finance, funding

and performance

Summary of Financial Information2:

Gross Budget £9.5m

Projected Statutory Fees and Charges £3.8m

Net Budget £5.7m

Projected Traded Income from outside Shropshire Council £0.5m.

These figures are subject to further confirmation by Shropshire Council

Finance.

Operational costs have been stripped out but we have built financial capacity

through prudent financial management to invest in new technology which

will be a key facet or our approach to agile working, improving productivity,

delivering faster and more responsive customer service and creating capacity

to build the commercial support service.

However, we still believe there is scope to reduce operating and support

costs given sufficient freedom and flexibility to operate in line with ip&e Ltd’s

wider aspirations to reduce cost, process and bureaucracy.

The development of a viable and robust financial model, projected through

the life of the service contract, is critical. Fulcrum has a detailed 3-Year

financial projection and is working towards a 10-Year Financial Plan informed

by the market assessments to provide the Council with greater confidence

about the accuracy of the financial strategy for Fulcrum.

The financial model is based on the following assumptions:

Salary costs for the Fulcrum commissioning function are largely met

from within the existing service budgets and this funding will remain

with the Council;

Achieving value for money in all delivery elements of the business;

Achieving optimum flexibility in the market with sufficient freedom to

utilise support services in order to minimise operating costs; support

operational flexibility and meet service expectations; and maximise

service quality;

Development of challenging and realistic, but sustainable income

streams informed by an effective Marketing Strategy which is

implemented effectively throughout the life of the contract;

Opportunities for re-investment to develop the business support

service to secure sustainable growth and increased market share over

time;

Delivering a realistic return on investment for the council to support

wider council priorities and outcomes;

Appropriate financial safeguards for the continuation of statutory

services if projected targets for uncontrollable fees and charges cannot

be achieved in year

2 Based on 2014/15 budget figures and will be negotiated as part of the contract arrangements.
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Further detailed work will be undertaken as part of the contract and service

specification work to produce an accurate assessment of corporate support

costs. Furthermore, it will be necessary determine how fees and charges will

be dealt with under the contract particularly where targets are over or under

achieved.

8. Risk and

opportunities

A Risk and Opportunities Register has guided the workstreams for the design

of Fulcrum and a separate Service Recovery Plan is being created Work

continues as part of the contract and service specification preparation to

ensure that risks are attributed to either the Council, ip&e Ltd or where the

risk is a shared one.

Further work will need to be completed to address the risks previously

identified in the Fulcrum design phase: minimising the risk of legal challenge;

addressing real or perceived conflicts of interest; ensuring the continued and

safe exercise of statutory powers and duties.

The opportunity is to create a unique and innovative approach to the delivery

of planning, regulatory and business support services through the creation of

a commercial support service and a leadership and culture change

programme to support progress and change for the better.

9. Supporting

Documents

I Business Strategy

II Service Vision, Outcomes and Priorities – Outcomes Framework

III Marketing Strategy
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Appendix G

Proposal to Transfer Development Management, Public Protection
and Environment Services and the Regulatory Function of Private

Sector Housing into ip&e Ltd

Executive Summary of Service Delivery Contract

A. Introduction
The existing strategic contract between the Council and ip&e Limited (ip&e)

anticipates service contracts for the delivery of specific services by ip&e. The

contract for the services in scope is being drafted to align with the strategic contract.

B. Contract contents
Given the scope of the services in scope of this contract and the fact that they are

statutory regulatory service services which the Council is obliged to deliver, the

contract will of necessity be a relatively lengthy document. This summary is

intended to provide an overview of the contractual relationship which will exist

between the Council and ip&e in relation to these services but will not outline every

clause.

1. General
The contract will contain the usual generic terms used in the Council’s contracts for

commissioned services which will include (but is not limited to) such matters as

Freedom of Information, Data Protection, Intellectual Property Rights, Emergencies,

Insurance, Disaster Recovery, Anti-Bribery, Whistleblowing, and compliance with

legislative requirements including those in respect of health and safety, Human

Rights and the Council’s duties under the Equality Act 2010.

2. Specific
This contract will also contain clauses to address the following matters:

a. Duration of the Contract
It intended that the contract will be for an initial period of 1 year with provisions for

termination as outlined below. The initial period mirrors the initial secondment of staff

to deliver the services.

b. Third party contracts
The contract will address those third party contracts concerning the in-scope

services which exist between the Council and other parties either for the provision of

goods and services to the Council or the provision of services by the Council. Those

contracts will either be novated to ip&e or the Council sub-contract to ip&e as

appropriate in each case.

c. Services
The services to be delivered by ip&e will be set out in a schedule to the contract

which will contain detailed output specifications for each service area including the

standards to which they must be delivered. The output specifications will require that

the Council’s statutory duties in these service areas are delivered.
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The output specifications will require ip&e to deliver the Business Support and

Regulatory outcomes which support the Council’s priorities as identified in the

Council’s Business Plan. An output specification is being developed for each service

area which sets out the functions and statutory duties currently undertaken by that

area together with the statutory duties pertaining to those service areas. These will

be the functions which the Council is contracting for ip&e to provide.

As the duties remain duties of Shropshire Council, the output specification will be

clear that the professional, technical and administrative work is being carried out by

ip&e but the actual regulatory decisions will be taken by the Council either under

delegated powers by officers who remain employees of the Council (potentially

through joint employment in the longer term, or by Members (eg Planning and

Licensing Committees).

Each specification sets out relevant definitions, the scope of the service area and

then goes on to identify the specific functions which must be carried out and, where

relevant, the service level which is expected. Associated performance indicators will

sit with each specification.

It will also be required that the services are delivered in accordance with any relevant

Council policies relating to the services and by appropriately qualified and skilled

staff. A procedure for identifying and managing conflicts of interests which may arise

in the delivery of the services by ip&e will be required to ensure that there is

transparency and reduce any risks to the integrity and lawfulness of the regulatory

decision making.

The scope of the output specifications are summarised as follows:

1. General Functions/Outputs: including: Complaints; Ombudsman; Freedom
of Information; appropriately qualified officers; liaison between services;
Councillor liaison; stakeholder liaison; training; signposting; website updating;
MP queries; KPI reporting; finance processes; information returns; GIS data;
ICT, health and safety of staff; emergency planning/preparedness.

2. Building Control:

Building Regulations: processing applications; site inspections; enforcement;
records, document and data control;

Dangerous Structures: dangerous structures framework, dangerous structures
assessment and action including service of notices; recovery of costs;

Demolitions: processing applications;

Structural Design: application checking.

3. Land Charges:

Land Charges searches: searches of the register; records of Official
Searches; set land charges fees (costs recovery basis)

Maintain the Register; on-going maintenance of the Register and support the
process of transferring Land Charges function to HM land Registry as and
when that process is initiated by central government.

Personal Searches: free of charge access to register for personal searches.
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4. Street Naming and Numbering and Local Land Gazeteer:

process applications;

maintain records

5. Development Management:

Advice: general planning advice; paid for pre-application advice;

Assessment of Applications: validation; assessment of applications (planning,
certificates of lawfulness, advertisement consent; environmental impact
assessments; discharge of conditions; telecommunications licence
notifications; applications for prior approval; negotiating s106 agreements;
supporting planning committees; decisions in statutory timescales and ;

Consultation and Monitoring: Maintenance of weekly list; Consultation with
neighbours and statutory consultees; responding to consultations; stakeholder
liaison; provision of monitoring information;

Planning Appeals: Administering Appeals; responding to and making costs
claims;

Planning enforcement: to be in accordance with the Council’s Planning
Enforcement protocol; investigating alleged breaches of planning control;
negotiating resolutions; recommending and serving notices as appropriate
(planning contravention notices, breach of condition notices, enforcement
notices, stop notices, condition of land notices); dealing with appeals against
notices; supporting prosecutions, injunction proceedings, and Proceeds of
Crime Act proceedings.

6. Trees:

Trees – Amenity:
Tree Preservation Orders (making, updating, enforcing), applications to
undertake treatment; appeals against TPO refusals; compensation
claims Part 6, Tree Replacement Notices; Advice to service areas;
High Hedge complaints;
Hedgerow regulations 1997

Trees – Safety:
Tree Safety Inspections and enforcement;
Advice to Service Areas

Policy:
information,
advice and development of appropriate tree related policies.

7. Historic Environment:

advice;

policy input;

partnership working;

list of buildings of architectural and historic interest;

conservation area character appraisals;

Article 4 directions

8. Ecology:

advice,
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development management support

policy input,

environmental data,

grant funded work to meet defined outcomes.

9. Environmental Protection

Contaminated Land

Local Air Quality Management

Local Industrial Pollution Control (Environmental Permitting)

Statutory Nuisance complaints (domestic, commercial and industrial)

Non mains foul drainage

Public Health matters e.g. filthy & verminous premises, exhumations

Pest Control treatment Service

Anti Social Behaviour

Responsible Authority (c.f. Licensing Act 2003)

Public Health - assisted funerals & national assistance act 1949

10.Housing

Complaints re Housing conditions (Housing Act 2004 - HHSRS)

HMO Licensing regime

Empty Homes Strategy

11.Trading standards:

TS Criminal Investigations;

TS Fair Trading Criminal & Civil;

Animal Health & Welfare

12.Food, Feed and Health:

Official Food & Feed controls (inc Food Safety & Food Standards);

Infectious Disease;

Health Protection;

Private Water Supplies

13.Licensing:

Out of Hours & Licensing Enforcement;

Premises Licensing;

Taxi Licensing;

Gambling Licensing;

Other Licensing (animals, scrap metal dealers, public health, sex
establishments etc)

14.Health & Safety at Work:

Inspections of offices and shops;

Accident investigations;

Petroleum Licensing & Safety

15.Parking:
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Civil Enforcement of parking restrictions;

Notice Processing (appeals against Penalty Charge Notices);

Parking related Permits and Blue Badges;

Cash Collection from ticket machines

d. Contract Governance and Performance Management
Regular reporting of financial and performance information to the Council will be

required to ensure acceptable performance management of the contract. The

contract will also require regular meetings to consider and address performance. It

will be required that certain standards are not breached and will build in service

improvement requirements where appropriate. Performance will be measured

against agreed key performance indicators (KPIs) and will aim to be qualitative as

well as quantitative. Where performance standards are not met, mechanisms will

allow for action to be taken to address this. Available actions will depend on the

nature of the underperformance which may be isolated and minor, persistent and

minor or severe, and may include payment deductions, step-in by the Council and

ultimately termination of the contract.

e. Workforce issues
The contract will contain clauses regarding the employment status of the staff and

will require that relevant staff can still act in their capacity as Council employees to

be in a position to take delegated regulatory decisions as they do now. Clear line

management back to the Council of those staff will be necessary to ensure those

decisions are lawfully made.

f. Premises and Assets
Provision will be made in the contract for staff to have access to the Council’s

premises and for the use and ongoing maintenance of assets needed by staff in the

performance of the services where necessary for the carrying out of the services.

These clauses will also ensure that such assets are retained by the Council as part

of an exit plan should the contract be terminated.

g. Payment
This part of the contract will deal with the payment mechanism to include the amount

which will be paid for the services and how and when monthly payments will be

made. It will allow for adjustments to be made in certain circumstances which may

include: performance penalties; fluctuations in fees received where that is as a result

of an increase in applications to be processed, for example planning application

fees; budget changes; and statutory or national policy changes which may impact on

workload. Disputes about these matters will be dealt with by a defined mechanism as

set out the contract. If the contract continues beyond the initial term, the payments to

be made for the services will reflect the savings identified to be made in future years

of the contract as set out in the interim business plan and reflected in the draft ip&e

business plan attached as an appendix to this report.

h. Termination and exit management
The contract will end when the contract term expires or if brought to an end in whole
or in part by either party on the basis of specified breaches of the contract which
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would include defined poor performance, or on notice. The contract will set out the
mechanism for bringing the contract to end and procedures to be followed so that the
services can continue to be delivered in that eventuality
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