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Review of service delivery (Section 17A)
Legislative context

Since 2002 local authorities have had broad powers that enable them, either individually or jointly, to enter contracts or other arrangements for the delivery of services on their behalf to citizens and other clients.

What’s changed?

A new section 17A has been inserted into the Act.  The new section introduces new requirements that councils:
· review the cost effectiveness of current arrangements for providing local infrastructure, services and regulatory functions at regular intervals. Reviews must be undertaken when service levels are significantly changed, before current contracts expire, and in any case not more than 6 years after the last review; and

· ensure that there is a binding contract or agreement where delivery of infrastructure, services or regulatory functions is to be undertaken by a different entity than the entity responsible for the governance of those things.  The contract/agreement must cover key matters such as service levels, performance assessment and reporting, risk management and accountability.

The section provides a number of exceptions to both requirements:

· a local authority is not required to undertake the review in respect of a function to the extent that delivery arrangements are bound by legislation, contract or binding agreement so that they cannot be changed within the next two years;

· a local authority is not required to undertake the review if it is satisfied that the potential benefits do not justify the cost of the review;

· the required service delivery contract/agreement does not have to cover matters that are covered by legislation, or by the constitution or statement of intent of a council controlled organisation; and

· a service delivery contract/agreement is not required where services are delivered by a community organisation and the cost and risk to the local authority are not significant.

Clause 1A of new schedule 1AA requires councils to complete reviews of all functions (other than those covered by the exceptions) within 3 years of the enactment of the Local Government Act 2002 Amendment Act 2014. 

Why? (What’s the intent of this change?)

Both the Local Government Efficiency Taskforce and the Local Government Infrastructure Expert Advisory Group noted that, although a number of successful joint and shared service arrangements exist, there appears to be significant unrealised potential for effectiveness and efficiency gains through greater use of such agreements, joint contracting and similar arrangements. The Infrastructure Expert Advisory Group recommended the LGA02 “be amended so that it cannot be used to obstruct or prevent collaboration between councils or with other partners”.  

While the previous provisions of the Act did not create obvious obstacles to more efficient service delivery arrangements, they did little to facilitate and encourage them either. Section 17A is one of several changes intended to encourage councils to explore opportunities to improve arrangements where there may be benefits in doing so.  It also seeks to remove uncertainty, particularly amongst smaller councils, about the matters that should be addressed in any arrangement for service delivery to be undertaken by another party.  
What does this mean in practice?

Councils will need to be immediately aware of the requirement to review service delivery arrangements for a function where any existing contract is about to expire.

Councils will also need to be aware that the requirement will apply where any significant changes to service levels are being considered – this is particularly likely in the context of the 2015 long-term plan preparation.

Councils have three years to review arrangements for all functions not affected by these factors and not covered by the exemptions set out in section 17A(1B).  The development, by councils, of a timetable for meeting this requirement will be desirable.
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