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Invitation to quote for the provision of internal audit services to the Office of Rail Regulation
Tender Reference number :    ORR/CT/10-31

CPV Code: 79412000 
Invitation to quote for the provision of internal audit services to the Office of Rail Regulation

Reference: ORR/CT/10-31

Objective  

1. The Office of Rail Regulation (ORR) does not have an in house audit capability.  Our aim is to appoint a supplier to provide an internal audit service commencing on 1 April 2011.  We are looking for a supplier who can work in partnership with ORR managers to deliver the core audit brief to a high standard and also add value on the safety and economic regulatory review areas as outlined in paragraph 11 below.

Background 

2. ORR is an independent statutory body led by a Board. ORR was established in July 2004 and at that time was responsible for economic regulation of the rail industry. In April 2006, ORR’s role was expanded and we   took over responsibility from the Health and Safety Executive (HSE) for health and safety regulation of the rail industry.  Our corporate strategy for 2009-14 sets out how we aim to fulfil our role of promoting safety and value in Britain’s railways.  The strategy, along with further background information, can be found on our website www.rail-reg.gov.uk

3. ORR currently employs around 300 people, including approximately 140 people who transferred from the HSE.  At present ORR has 14 offices, including the London headquarters at One Kemble Street.  We are however in the process of rationalising our estate and expect to be operating from six locations (Manchester, York, Bristol, Birmingham, Glasgow and London) by April 2012.

4. Internal audit services are currently provided by RSM Tenon (RSMT).  RSMT was appointed for a three year period from 1 April 2008 and its current contract will expire on 31 March 2011.

5. ORR will be able to provide further background briefing for potential bidders.   This may be either through separate meetings or (depending on numbers) through a bidders’ conference.   

Requirement

6. The successful bidder will provide an internal audit service to ORR to give an independent and objective opinion on the adequacy and effectiveness of our system of risk management, control and governance. 

7. ORR will require independent assurance about:

· corporate governance;

· risk management ;

· performance and delivery;
· key functions and programmes of both safety and economic regulation
· key financial and operational controls; and  

· programme and change management.

8. The provider will draft and agree with ORR an internal audit strategy for the period of the contract.   The strategy will be broken into three separate annual internal audit plans.  The successful bidder will provide an internal audit service in accordance with the annual internal audit plan for the financial years 2011-12, 2012-13 and 2013-14.   At the completion of each year the provider will prepare a written annual report and opinion and present it to ORR’s Audit Committee.  Additionally the provider will be required to attend and to present reports as requested for each of ORR’s quarterly Audit Committee meetings. These meetings usually take place in March, May, September and December of each year.  The audit director/partner will be required to attend, accompanied by the audit manager or lead auditor.  The audit director/partner will act as ORR’s head of internal audit and accordingly his/her time commitment must reflect the responsibilities of this role and be responsive to the requirements of the Accounting Officer and the Audit Committee. 

9. ORR’s annual resource accounts are subject to audit by the Comptroller and Auditor General under the Government Resources and Accounts Act 2000.   The provider will be required to liaise with the National Audit Office (NAO) audit team and where so requested, to provide input to the NAO audit for assurance purposes.

Internal audit review programme

10. The provider will undertake a programme of internal audit reviews each year as agreed with ORR.   The programme will include reviews in three areas: core corporate services functions; key health and safety regulatory functions and programmes, and key economic regulation functions and programmes.     

11. Examples of the core corporate services functions include:

· risk management 

· the annual Statement on Internal Control 

· financial policies and procedures 

· information systems and business continuity 

· information security 

· business planning 

· recruitment 

Examples of key safety regulatory functions and programmes include:

· inspections and audits of railway industry parties to check that safety management systems are in place and are effective in controlling health and safety risk (for clarity these inspections and audits are carried out by ORR staff not by our internal auditors);

· investigation of breaches of criminal law and health and safety legislation; and

· developing and implementing intervention strategies covering a range of key topics such as level crossings and track worker safety.

Examples of key economic regulation functions and programmes include: 
· “PR13” - the Periodic Review of Network Rail’s outputs, revenue requirements and access charges for control period 5 (1 April 2014 to 31 March 2019);

· allocation of access to track and stations; 

· the collation, analysis and publication of rail statistics; and

· licensing of operators of railway assets.

Other requirements 

12. The provider will also be required to participate in a number of project groups as agreed with ORR’s corporate governance manager prior to each year, to advise on, and provide assurance regarding project governance issues.   For example, internal auditors have previously participated in project management arrangements governing the replacement of ORR’s accounting system and the development of a new information management strategy and architecture. 

13. Additionally the provider may be required to investigate incidences of potential fraud, breach of information security etc. where these have been brought to the attention of management and where so requested.

Internal audit strategy and plan 2010-11

14. The Internal Audit Plan for 2010-11 provided for a total of 114 days audit work spit between corporate services and key regulatory functions and programmes.   The plan forms part of an internal audit strategy for 2008-11 which is attached for illustrative purposes at Annex A.

Term

15. We expect to reach a provisional decision on the award of the contract by 19 January 2011 at the latest.  This will however be subject to the Board’s approval in February. The successful bidder will be required to commence work on 1 April 2011 and to provide the internal audit service to ORR for the initial period - financial years 2011-12, 2012-13 and 2013-14.

16. We would expect the successful bidder to attend the March 2011 Audit Committee meeting to discuss the development of an audit plan for 2011-12 and beyond, and to build an effective working relationship with the committee, which will be a key stakeholder.  Similarly the audit director/partner (as appropriate) will be required to attend occasional meetings with other key ORR managers or directors. 

17. An extension to the contract of up to a further year may be awarded by ORR, subject to satisfactory performance and mutual agreement.  

Price

18. Bidders must quote an estimated price for the completion of the annual internal audit requirement as set out at paragraphs 6-9 above, for the three financial years 2011-12, 2012-13 and 2013-14.   The tender must provide a full breakdown of costs to include confirmation of the daily rates for each member of proposed personnel and the number of days to be worked by each consultant. 

19. Bidders are also required to quote a firm daily rate for each grade to be used on the internal audit review programme work as set out in paragraph 10-11 above or any further reviews requested by ORR.  The work will be on a call-off basis; as such the ORR does not guarantee any volume of business through this contract. 

20. In meeting the requirements of paragraphs 16 and 17 above, bidders are asked to demonstrate how they would propose to resource the audit work proposed for 2011-12 specifying both the number of working days required to complete each audit or activity and the mix of seniority required to achieve this (e.g. 10 days accountant auditor plus 5 days partner or director accountant auditor).    

21. Bidders are also required to provide an estimate of total expenses if applicable and confirmation of the expense rates that will apply.  Bidders should also confirm that the least cost option will always be chosen for travel and subsistence. 

Quality assurance

22. Bidders are asked to set out their quality assurance processes and to set out how they will apply these to each element of the requirement. 

Key personnel

23. Should replacement of the key personnel detailed in the successful bidder’s proposal become necessary for any reason, the successful bidder shall ensure that those replacing are of equal or higher calibre. 

24. The provider shall inform ORR in advance and in writing of any proposed changes to key staff, together with the relevant information regarding such replacement staff. No replacement of key personnel shall be permissible without prior consent from ORR’s corporate governance manager.  Such consent will not be unreasonably withheld.

25. In such instances, ORR will not accept any replacement that will cause it further costs.

26. Bidders must confirm their acceptance of the above provisions for key personnel in their tender submission.   

Information required from bidders 

27. Bidders must provide the following information in their bid:

· An explanation of how they will be able to add value – particularly in the key safety and economic regulatory areas - to help ORR to achieve the vision and objectives set out in the corporate strategy.  (For clarity, “added value” in this context encompasses the quality of assurance provided by internal audit reviews across the whole range of function areas, the ability to apply and transfer best practice and the provision of expert advice as described in paragraph 12 above.  It is not intended to provide a substitute for consultancy advice.); 

· A full description of the proposed methodology for carrying out the internal audit work to be identified through the 2011-12 internal audit planning process;

· details of the staff proposed including full CVs and confirmation of their grade and proposed role;

· confirmation that there are no current conflicts of interest in having ORR as a customer, and proposals for dealing with any actual or potential conflicts of interest;

· a demonstration of previous relevant experience and knowledge of Government Internal Audit Standards.

Evaluation of bids 

28. Offers will be evaluated to determine the most economically advantageous tender assessed with regard to quality (weighted at 70%) and whole life cost (weighted at 30%).  With regard to quality the following sub-criteria (not necessarily in order of preference) will apply:
· a clear understanding of ORR's role, regulatory responsibilities (safety and economic) and organisational environment and of the issues surrounding public policy outcomes;

· CVs of proposed staff provide evidence that sufficient resource with the right depth and breadth of expertise and experience will be employed to add value on ORR work  (in particular, evidence that specialist skills and experience can be brought to bear in respect of safety, regulatory economics, knowledge management and the effective management of a geographically dispersed field force);

· expert knowledge of Government Internal Audit Standards, training of staff in those standards, and arrangements to ensure adherence to standards;

· previous experience (including case studies as appropriate) of providing similar services to other public sector customers for each specific area of the requirement;

· proposed approach and methodology for the internal audit review programme described in paragraphs 10-11.  This should include a description of the activities the auditors would undertake to complete the areas of work, what they would consider to be the main issues and how they would propose to provide advice on these;

· evidence of the ability to apply and transfer to ORR staff, experience of best practice from other relevant organisations;

· application of quality standards to each element of the requirement;

· proposed service levels covering all aspects of the internal audit service to be provided (for example the number of working days required to deliver a final report once all management responses have been received).

With regard to whole life costs, bids will be assessed against the sub-criteria set out in paragraphs 18 to 26 above.  Unsuccessful bidders will be informed of ORR’s decision and will be provided with feedback on their offer if requested. 
 Invoicing 

29. The provider shall submit no more than one consolidated invoice per month, in arrears, for work satisfactorily completed and received as determined by ORR’s project manager. 

30. Invoices must include, as a minimum:

· the contract reference number

· a full breakdown of the invoice against the individual work item 

· a description of the work undertaken, including the name of ORR’s project manager for whom the work was undertaken and the number of days taken to complete the work

· a description of the names, number of days and daily rates billed for each of the successful tenderer’s personnel to which the invoice relates

· a clear indication of the commencement and cut-off dates used in preparing the invoice 

· an itemised statement of any and all applicable expenses, such statement to be accompanied by original receipts.

31. All invoices must be addressed to the Finance Team, Office of Rail Regulation, One Kemble Street, London WC2B 4AN.   We will make all reasonable endeavours to ensure that payments are made within 30 days of receipt of a valid invoice.  

Freedom of Information Act 2000 

32. As a public authority, ORR is subject to the provisions of the Freedom of Information Act 2000.  All information submitted to a public authority may need to be disclosed by the public authority in response to a request under the Act.  ORR may also decide to include certain information in the publication scheme which it maintains under the Act. If a bidder considers that any of the information included in its quote is commercially sensitive, it should identify it and explain (in broad terms) what harm may result from disclosure if a request is received, and the time period applicable to that sensitivity.  Bidders should be aware that even where they have indicated that information is commercially sensitive, ORR may be required to disclose it under the Act if a request is received.  Bidders should also note that the receipt of any material marked “confidential” or equivalent by the public authority should not be taken to mean that the public authority accepts any duty of confidence by virtue of that marking.   If a request is received ORR may also be required to disclose details of unsuccessful quotes.  
Procurement Information - Instructions and guidance for bidders
33. This section describes the procurement process and timetable.

34. ORR is inviting responses to this ITQ from potential ‘Management Consultancy and Accounting Services – Audit and Assurance Advice and Services’ RM662/L13 Framework Suppliers. The initial contract will cover 3 financial years (2011-12 - 2013-14). An extension to the contract of up to a further year may be awarded by ORR, subject to satisfactory performance and mutual agreement.

Procurement Timetable

The timescale for the procurement process is as follows:
	Element
	Timescale

	Issue invitation to quote documentation 
	w/c 25 October  2010

	Background briefing for potential bidders 
	w/c 8 November 2010

	Deadline for receipt of clarification questions 
	12 Noon 16 November 2010

	Deadline for receipt of written proposals 
	12 Noon 29 November 2010 

	Evaluation of proposals (inc. clarification/interviews) *
	29 November 2010 to 17 December 2010

	Provisional decision on award of contract (subject to ORR Board approval in February)  
	w/c 17 January 2011

	ORR Board approval of appointment 
	15 February 2011

	Commencement of service
	1 April 2011


*Please ensure that the key personnel who will have an active role in service delivery and management are available to give presentations on the interview dates.
35. Companies must submit their proposal by 12 noon on Monday 29 November 2010 via the ORR’s e-tendering portal.
Amendments to ITQ document
36. Any advice of a modification to the Invitation to Quote will be issued, as an addendum, as soon as possible before the ITQ response submission date and shall be deemed to constitute part of, the ITT. If necessary, ORR shall revise the ITQ response submission date in order to comply with this requirement.
Clarifications & Queries
37. Please note that, for audit purposes, any query in connection with the ITQ should be submitted via ORR’s e-tendering Portal – joining instructions can be found in appendix C. If it is appropriate to do so, the response, as well as the nature of the query, will be notified to all Suppliers without disclosing the name of the Supplier who initiated the query. 
38. Between the issuing of the ITQ and before the ITQ response submission date, on no account is the Supplier to contact or communicate directly with any member of the project team employed by ORR who is involved in work concerning this ITT.
Submission Process
39. ITQ responses must be uploaded to ORR’s e-tendering portal no later than the submission date and time shown above. Responses uploaded after the closing date and time may not be accepted. 

40. A short list of Suppliers will be selected from the responses submitted. The key personnel who will have an active role in service delivery and management short-listed Supplier will be required to present their proposals and answer questions in person to the panel. This will take place at ORR’s head office in London at various dates as indicated above (provisional) before a decision is made on whom to award the contract.
Further information
41. By issuing this ITT, ORR does not undertake to accept the lowest quotation, or part or all of any quotation. No part of the ITQ response documentation submitted will be returned to the Supplier.

42. ORR reserves the right not to award any contract as a result of the tender.

43. ITQ response costs remain the responsibility of those submitting. This includes any costs or expenses incurred by the Supplier in connection with the preparation or delivery or in the evaluation of the response. All details of the ITQ response, including prices and rates, are to remain valid for acceptance for a period of 180 days from the ITQ closing date.

44. Quotation prices must be in GBP (£).

45. References provided as part of the ITQ response will be approached during the response review stage.

46. Once the contract has been awarded, any additional costs incurred which are not reflected in the ITQ response submitted will not be accepted for payment.

47. Please note that the new Government now requires departments to publish all ITTs and contracts over £10k on the Government’s Businesslink website.

48. In accordance with this new requirement, ORR intends to publish these documents after contracts have been signed with the chosen Supplier. Suppliers are therefore requested to identify those paragraphs of the contract they believe to be redactable information and the reasons why (e.g under the Freedom of Information Act 2000 – see Clause E3B), using the schedule in appendix A.
Appendix A  – Contract Redactable Information Schedule
Once agreeing the contract terms with ORR the provision of internal audit services, we <name of Supplier> believe that the paragraphs listed in the table below should be redacted from the version of the contract that appears on your website under the Freedom of Information Act 2000, for the reasons given.

	Para. No.
	Description
	Applicable exemption under FOIA 2000

	
	
	

	
	
	

	
	
	

	
	
	




