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Agenda ltem 4

BROMSGROVE DISTRICT COUNCIL

COUNCIL

14TH DECEMBER 2009

USE OF RESOURCES JUDGEMENT 2008/09

Responsible Portfolio Holder Councillor Geoff Denaro
Responsible Head of Service Head of Financial Services
1. SUMMARY

1.1 This report presents the Audit Commission judgement in relation to the Use of
Resources scoring for 2008/09.

2. RECOMMENDATION

2.1 That the Board notes the report presented and the officer responses in relation
to the Audit Commission recommendations.

3. BACKGROUND

3.1 The new Use of Resources framework is a fundamental part of the
Comprehensive Area Assessment and the 2008/09 judgement is based on the
new tests and Key Lines of Enquiry which been assessed as being a tougher
test than in previous years.

3.2 The new framework focuses on value for money achievements and further
emphasis on commissioning of services, outcomes for local people and
partnership working.

3.3 The assessment is structured into three themes:

* managing finances: sound and strategic financial management;
* governing the business: strategic commissioning and good governance
* managing resources: effective management of natural resources,

3.4  The report attached at Appendix 1 presents the draft judgement received from
the Audit Commission. The overall score of 2 ( out of 4) is the same as the
previous year but this is against a harder assessment and is therefore
considered to be an improvement on previous assessments and demonstrates
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3.4

4.1

5.1

6.

6.1

7.

that the |Council is becoming more focused on delivery of outcomes rather than
processes.

There are a number of areas where the Audit Commission recommends that

the Council looks to improve. These include:

e Improvements to financial statements and supporting evidence on funding
arrangements

e Ensure the data quality arrangements for the national indicator set are
adequate Improve data quality arrangements and monitoring

e Develop risk management arrangements for projects ensuring they are
robust and projects deliver value for money.

e .Monitor the new arrangements for the delivery of the internal audit service
and the corporate fraud team.

e To develop and monitor the arrangements for workforce planning.

2009/10 USE OF RESOURCES

Officers are currently working on the 2009/10 Use of Resources self
assessment. This will be discussed in March with the Audit Commission and
will focus on the areas identified as being in need of improvement in the
2008/09 judgement.

FINANCIAL IMPLICATIONS

None outside existing budgets.

LEGAL IMPLICATIONS

None as a direct result of this report.

COUNCIL OBJECTIVES

7.1 Council Objective 02: Improvement.

8.

RISK MANAGEMENT

8.1 The main risks associated with the details included in this report are:

* Ineffective financial management.
» Poor Value for Money culture.
* Lack of an effective internal control environment.

8.2 These risks are being managed as follows:

* Ineffective financial management:
Risk Register: Corporate
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Key Objective Ref No: 1
Key Objective: Effective Financial Management

* Poor Value for Money culture:
Risk Register: Financial Services
Key Objective Ref No: 9
Key Objective: Effective VFM culture and compliant procurement best
practices.

* Lack of an effective internal control environment:
Risk Register: Financial Services
Key Objective Ref No: 3
Key Obijective: Efficient and effective Internal Audit service

9. CUSTOMER IMPLICATIONS

9.1 No customer implications.

10. EQUALITIES AND DIVERSITY IMPLICATIONS

10.1 No equalities and diversity issues.

11. VALUE FOR MONEY IMPLICATIONS

11.1 None.

12. OTHER IMPLICATIONS

Procurement Issues: None

Personnel Implications:None

Governance/Performance Management:Effective governance process.

Community Safety including Section 17 of Crime and Disorder Act 1998:None

Policy:None

Environmental:None

13. OTHERS CONSULTED ON THE REPORT

Portfolio Holder Yes
Chief Executive Yes
Corporate Director (Services) No
Assistant Chief Executive No
Head of Service Yes
Head of Financial Services Yes
Head of Legal, Equalities & Democratic Services Yes
Head of Organisational Development & HR Yes
Corporate Procurement Team No

14. WARDS AFFECTED
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14.1 All Wards are affected.

15. APPENDICES

15.1 Appendix A — Draft Use of Resources judgement.

16. BACKGROUND PAPERS

16.1 Use of resources self assessment 2008/9.

CONTACT OFFICER

Jayne Pickering — Head of Financial Services
E Mail: j.pickering@bromsgrove.gov.uk
Tel: (01527) 881207
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The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit

Commission explains the respective responsibilities of auditors and of the audited body.
Reports prepared by appointed auditors are addressed to

non-executive directors/members or officers. They are prepared for the sole use of the
audited body. Auditors accept no responsibility to:

any director/member or officer in their individual capacity; or
any third party.
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This report summarises our key findings from our assessment of how Bromsgrove
District Council is managing and using its resources to deliver value for money and
better and sustainable outcomes for local people.

This is the first year of the new Use of Resources Key Lines of Enquiry (KLOE). These
KLOE's are more broadly based than previously and embrace wider resource issues
such as people and workforce planning and the use of natural resources. They focus
on value for money achievements, outputs and outcomes ratherthan on processes
and are therefore more strategic and less criteria driven.

Overall for 2008/09 | assessed the Council as "performing adequately" (Level 2) in its
arrangements for Managing Finance, Governing the Business and Managing
Resources. This is the first year in which you have been assessed using the more
demanding and more outcome focused approach. For 2007/08 under the previous
methodology you were scored as "performing adequately™ (Level 2).

| assessed KLOE 1.3 on financial reporting as below minimum standards (Level 1)
because | had to qualify my Opinion on the Council's financial statements. Full details
of the reasons for this qualification are-within my Annual Governance Report presented
to the Audit Board on the 28 September 2009.

To obtain an unqualified value for money conclusion-all KLOE's are required to be at
level 2 or above. Consequently | issued a qualified value for money (VFM) conclusion
based on my assessment of the Council's performance against these KLOE's. This
VFM conclusion statedthat the Council had adequate arrangements to secure
economy, efficiency and effectiveness in its use of resources except that you did not
have in place adequate arrangements for ensuring your financial reporting is timely,
reliable and meets the needs of internal users, stakeholders and local people.

My assessment found examples of working at Level 3 on several focus points however
these were not across )a KLOE. For example, you identify opportunities to redirect
resources from lower priority areas and follow them through, for example investing in
the Council's leisure facilities at the Dolphin Centre gym facility, investing in improving
town centre toilets and establishing a community transport scheme for the elderly and
disabled.

Another example of working at a Level 3 is your engagement with the public during the
budget setting process by the use of a variety of budget consultation techniques
including the use of a Budget Jury.

Your preparation of quarterly integrated performance and financial reports ensures the
link between services and costs is achieved. However these are dependent on the
accurate reporting of performance to enable the results to be compared with others. A
review of your performance monitoring arrangements was undertaken and the spot
checks we undertook identified arrangements were not in place for 2 of the 3 national
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indicators tested. Full details of the results of these tests have been discussed with
your officers and actions in place to improve to ensure that the decisions made by
senior managers and members are based on good data.

Our detailed findings are shown in Appendix 1.
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This report sets out my conclusions on how well the Council is managing and using its
resources to deliver value for money and better and sustainable outcomes for local
people and give scored use of resources theme judgements.

This is the first year of the new Use of Resources (UoR) Key Lines of Enquiry (KLOE).
These are more broadly based than previously and embrace wider resource issues
such as people and workforce planning and the use of natural resources. They focus
more on value for money achievements, outputs and outcomes rather than on
processes and are therefore more strategic and less criteria driven.

In forming my scored theme judgements, | have followed the methodology set out in
the use of resources framework: overall approach and key lines of enquiry (KLOE)
document and the use of resources auditor guidance. For each of the specific risks
identified in relation to our use of resources work, which were set out in our audit plan,
we considered the arrangements put in place by the Council to mitigate the risk and
plan our work accordingly.

From 2008/09, the new use of resources assessment forms part of the Comprehensive
Area Assessment (CAA) and comprises three themes that focus on:

Managing finances - sound-and strategic financial management (3 KLOE's 1.1 -
1.3);

Governing the business - strategic commissioning and good governance (4 KLOE's
21-24);and

Managing resources - the management of natural resources, assets and people (1
KLOE applies 3.3).

The scores for each theme are based on the scores reached by auditors on underlying
KLOE. The KLOE are generic and applicable equally to all organisations subject to use
of resources judgements under CAA. This promotes consistency, demonstrating all
organisations within a'CAA area are treated in the same way, and to the same
standards. Within each’/KLOE are focus points and to achieve a Level 2 score across
the KLOE this level is required to be met on each focus point.

The Commission specifies in its annual work programme and fees document, which
KLOE are assessed over the coming year.

Judgements have been made for each KLOE using the Commission’s current four
point scale from 1 to 4, with 4 being the highest, please see Table 1. Level 1
represents a failure to meet the minimum requirements at level 2.
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Level 1 Does not meet minimum requirements — performs poorly

Level 2 Meets only minimum requirements — performs adequately

Level 3 Exceeds minimum requirements — performs well

Level 4 Significantly exceeds minimum requirements — performs excellently

The principles for each performance level are cumulative - for example, auditors
consider the principles outlined to support level 3 in addition tothose at level 2.

The Commission issued guidance relevant to each sector to support the assessment.
The guidance includes sources of possible evidence and characteristics of
performance for each KLOE at levels 2 and 3. The characteristics of performance help
organisations understand how judgements will be formed.against each KLOE, and
provide examples of the type of arrangements, outputs-and outcomes that might be
expected.

The sources of evidence and the characteristics do not prescribe the only way in which
organisations can meet the KLOE. They-are not a checklist to be complied with rigidly.
| made a rounded judgment against each-KLOE based on all the evidence available
and using the characteristics as guidance.
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The Council’s use of resources theme scores are shown in Table 2.

Use of resources theme Scored judgement

2
How effectively does the organisation manage its finances to
deliver value for money?
How well does the organisation govern itself and commission 2
services that provide value for money and deliver better
outcomes for local people?

2

How well does the organisation manage its natural resources,
physical assets and people to meet current and future needs
and deliver value for money?

The Medium term financial plan'is clearly linked to corporate objectives identifying cost
pressures.and efficiencies and there is an integrated financial and corporate planning
process.. The public were engaged in the budget preparation process by the use of a
variety of forms.including using a Budget Jury and on-line techniques. The Council's
knowledge of its costs is improving although the Council does not routinely compare its
costs with other Councils. There is a robust system for managing efficiencies and
delivering cost savings from non priority services.

The Council's spend is relatively high compared to others and satisfaction is average
or lower than average. The Council has an improved understanding of the reasons
behind this. Quarterly integrated performance and finance reports are used for
monitoring delivery of objectives.

The 2008-9 accounts were approved before the deadline of the end of June. The audit
of these accounts found that there was a significant error and uncertainty in relation to
the accounting treatment of intangible assets for expenditure incurred on the Spatial
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Project of £4.5million. A qualified opinion was issued on the 30 September 2009. The
opinion was qualified on two counts. Firstly regarding uncertainty of £2.4million as
evidence for this expenditure to be capital was not available and secondly regarding a
disagreement for £2.1million of expenditure on management consultancy costs which
should have been charged to revenue. Full details of the reasons for this are within the
Annual Governance Report presented to the Audit Board on the 28 September 2009.

A qualified opinion on your financial statements means that the focus point of
"prepares accounts that meet statutory requirements, financial reporting standards and
present fairly, or give a true and faire view of, the financial performance and position" is
assessed at Level 1 and therefore KLOE 1.3 is assessed at Level 1.

Improve the quality of the financial statements by thorough supporting
documentation and analysis

For the theme of Governing the Business-the Council is performing adequately.

The Council is improving its understanding of the market.in relation to procurement
and commissioning and has delivered improved outcomes as a result of working with
partners. Different ways of procuring and-commission-services and goods have been
considered and collaborative-arrangements are in place with Redditch Borough
Council. There is improved access to services for its customers.

An overall framework is in place to produce relevant and reliable data and information
to support decision ' making and manage performance. Quarterly performance reports
including costs-are made to members. Data quality procedures have been prepared
for performance.indicators which include steps for senior managers. The national
indicator set was introduced from April 2008 and our spot checks on three of the
national indicators found that arrangements for 2 were not in place by the end of the
year.. Standards and procedures are in place to make sure that data is secure and the
Council-has implemented the Government Connect gateway.

The basics of good-governance are in place including a code of conduct for members,
standing orders, financial instructions and a scheme of delegation. Working
relationships between members and staff have improved and are generally good. The
Council has a clear vision of what it wants to achieve based on a sound understanding
of local need. Partnership arrangements are in place with the Local Strategic
Partnership and the Voluntary Community services.

The Council has embedded risk management procedures with member and staff
champions. Risk management within project management is being developed and the
approach is becoming more robust. The findings from the 2008-9 and the 2007-8
opinion audits were that the control environment is adequate. There is a small internal
audit team supplemented by services from Worcester City Council and a dedicated
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Benefits Fraud investigation team. A corporate fraud team has been established from
April 2009.

To ensure the data quality arrangements for the national indicator set are adequate.

To develop risk management arrangements for projects ensuring they are robust
and projects deliver value for money.

To monitor the new arrangements for the delivery of the internal audit service and
the corporate fraud team.

The Council is Investors in People accredited and operates a Modern Managers
Framework setting out the standards required of managers. Organisational change is
effectively managed through visible and open leadership: Arrangements have been
made to prepare a workforce plan to be implemented in winter 2009 and the Council's
position is not considered different to that of other district Councils. There are
procedures in place for all staff to receive Personal Development reviews. The Council
has assigned resources to Diversity and-Equality and has achieved Level 3 of the
Equality Standard. During 2008/09 the Council was preparing for Job Evaluation
which was implemented in May 2009.

To develop and monitor the arrangements for workforce planning.

The key findings and conclusions for the three themes, and the underlying KLOE, are
summarised in Appendix 1.
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The key lines of enquiry specified for the assessment are set out in the Audit
Commission’s work programme and scales of fees 2009/10. My work on use of
resources informs my 2009/10 value for money conclusion. In my letter of 6 March
2009 about the audit fee for 2009/10, | identified two significant risks in relation to my
value for money conclusion. For each risk, | consider the arrangements put in place by
the Council to mitigate the risk and plan my work accordingly.

Risk Planned work Timing of work
Proposal for shared services Review of the joint chief November -
including a Joint Chief executive and shared services = December 2009
Executive with Redditch board project

Borough Council

Management of waste at both Review of arrangements November - March
district and county level 2010

For 2009/10 KLOE, 31 - Natural resourceswill apply to District Councils for and KLOE
3.3 - Workforce planning will not be assessed. | have also considered any additional
risks arising from'my 2008/09/value for money conclusion.

| have identified the following additional risk‘in relation to my value for money
conclusion.

Risk Planned work Timing of work
Delivery of the savings and Review of the delivery of the November -
efficiencies identified in the savings and efficiencies from  February 2010

approved Business case for the the Spatial Project
Spatial Project

The spatial project expenditure of £4.5million was charged to the 2008-9 financial
statements. A review of the delivery of the savings and efficiencies by the spatial
project as originally included within its approved Business case is to be undertaken to
ensure that this expenditure has provided Value for Money to the Council.
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