Agenda item No.6

Title: External Audit Reports - Audit Commission
Lead Member: Cllr H Osborn — Chair Audit Committee

Reporting officer:  lan Jamieson — Head of Finance

Purpose

To consider the annual Use of Resources Auditor Judgements 2007 for the
year ended 31 March 2007. The Audit Commission report is attached as
Appendix 1.

Background

The Use of resources assessment evaluates how well councils manage their
resources and focuses on the importance of strategic financial management,
sound governance and effective financial reporting arrangements. These
should support the Council in the achievement of its priorities and improving
services and value for money.

Key Issues

This is the third assessment and confirms a trend of continuing improvement
against a background of more demanding requirements.

The overall assessment is made up of five themes. Judgements are made
against for each theme using the Audit Commissions scale.

Below minimum - inadequate performance

Only at minimum requirements - adequate performance
Consistently above minimum requirements - performing well
Well above minimum requirements - performing strongly

A OWONPE

The Council has been scored at 3 consistently above minimum requirements
and continues to perform well.

Effect on strategies and codes
The Use of Resources supports the achievement of the Corporate Plan.
Risk management implications

The are no direct risk management implications
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Finance and performance implications

There are no financial implications.

Legal and human rights implications

There are no direct legal or human rights implications.
Next steps

The action plan for 2007/08 will be updated to take into account the new
requirements. This will be reported to Corporate Management Team.

The Use of Resources 2007 will be included in the Council's annual audit and
inspection letter.

Recommendations

The Use of Resources Auditor Judgements 2007 is noted.
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Introduction

1 The Use of Resources (UoR) assessment evaluates how well councils manage
and use their resources and focuses on the importance of strategic financial
management, sound governance and effective financial reporting arrangements.
These should support your Council in the achievement of its priorities and
improving services, whilst delivering value for money.

2 This is the third assessment we have completed at West Wiltshire District Council
and follows the assessment undertaken in February 2007. ‘The timing of the
work is in accordance with Audit Commission requirements and this third
assessment now aligns with your financial year. It has been a relatlvely short

arrangements for preparing the annual accounts, p econciliations, budget
outturn and any areas where performance has ¢ f

have been ma
is used acro

Table 1 Xgﬁm\<ca\|.lsed/for assessments and
/—\N\ ns

\B\Iow mlnlm\Jrﬁ reqmrements inadequate performance

2 hq}qt mmuyﬁry/requwements adequate performance

Corﬁ&gﬁn’(fﬂove minimum requirements — performing well
4 | Well avaéminimum requirements — performing strongly

5 In forming our assessment, we have used the methodology set out in the Use of
Resources Guidance for Councils 2007, which can be found on the Commission's
web site.
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6 The five theme scores for West Wiltshire District Council are outlined overleaf.
These scores are still subject to confirmation by our national quality control
process, (although they have been through regional quality control). This seeks to
ensure consistency across all suppliers and on a national basis. Consequently we
are informing you that the scores reported here may change as a result of
national quality control and should not be taken to be final. Following completion
of national quality control, the Commission will notify you of your Council's overall

score for use of resources and supporting theme scores. This is scheduled for 10
December 2007.

7 This summary sets out our key findings in relation to each t

e and key areas
for improvement.
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Use of resources judgements

Table 2 Summary of scores at theme and KLOE level

Key lines of enquiry (KLOEs) Score
2007

Financial reporting

1.1 The Council produces annual accounts in
accordance with relevant standards and

timetables, supported by comprehensive working
papers.

1.2 The Council promotes external accountapﬂ/ty 3

Financial management }\

2.1 The Council’'s medium-term financial
budgets and capital programme are soundl|
and designed to deliver its stra}ng\prlorltles

2.2 The Council manages perf inst \
budgets.

2.3 The Council maWs asse\\b\@e(/\/z

Financial stan}i{g/\\ \ <
3.1 The Cou CI| anage it endmng}mn the 3
available reso

Inter aI con 3

e Counc m nag\%@sgnlflcant business 3
\IS
CounC|I h rrangements in place to 3
main sound em of internal control.

4.3 The \nef( s arrangements in place that 2
are designed to’promote and ensure probity and
propriety in the conduct of its business.

w

Value for money 3

5.1 The Council currently achieves good value for 3
money.

5.2 The Council manages and improves value for 3
money.
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Theme summaries

8 The key findings and conclusions for each of the five themes are summarised in
the following tables.

Financial reporting

Table 3

Theme score 3

Key findings and conclusions // \\

The Council's annual statement of accounts was appreved by the)&@}
Committee in June. There were two err ts this year which were

leisure centres and the treatment of small business rate relief. However there
were significant changes to the’ac i lons affecting the presentation
of the 2006/07 accounts and th '
performing well.

The Council continue publicise its accounts and other relevant financial
information.

s ggom, it z\\>

The Council should seek to ensure that
next year the accounts presented for
audit contain only errors that are clearly
trivial and that the accounts are
supported in all areas by appropriate
evidence and working papers.

Officers should continue to have regard
to changes in the accounting Statement
of Recommended Practice.

N
KLOE 1.2 The Council promotes The Council should work with partners
external accountability. and consider ways to promote further
its external financial reporting.
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Financial management

Table 4

Theme score 3

Key findings and conclusions oy

The Council has continued to perform well in the way the’budget and medium
term financial strategy is set and the way that perfor gainst budgets is
managed.

The Council has an approved Asset Managem i ignates the
property lead. Maintenance requirements ha it dget. A

Member has been allocated portfolio responsibility for asset management.

Improvement opportunities «& /) ~

KLOE 2.1 The Council’s Further de elop the way the medium-
medium-term financial strateg term financial strategy describes in
(MTFS), budgets and capital i ancialt ms.joint plans agreed with
programme are soundly based an ther stakeholders.
designed to deliver its strateglc

priorities.
KLOE 2.2 The The Council should continue to review
performance h w it monitors the financial performance

f partners.

/The Council should further develop its
budget monitoring by explicitly linking it
to operational activity indicators that are
lead indicators of spend.

The Executive should review its
effectiveness and the leadership it
provides with regard to financial
management. For example by
determining what it wishes to achieve
and setting criteria to measure it's
impact.

The Council should consider further how
it consults with, advises and trains users
so that it develops and provides the
financial information systems to meet
their needs.

The Council should ensure its training
programme for Members and non-
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Theme score 3

finance specialists is maintained.

KLOE 2.3 The Council manages its | The Council has a policy for whole life

asset base. costing when making investment and
disposal decisions, but at the time of our
audit there was only one small example
of this. The Council needs to ensure this
process is fully embegded.
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Financial standing

Table 5

Theme score 3

Key findings and conclusions
The Council has continued to maintain its overall spen in th|n its budget. In
2006/07 the outturn revenue spend was 1.5% belo budget.

Improvement opportunities \/ \\

KLOE 3.1 The Council manages its to develop arrangements to
spending within the available e effectiveness of
resources. associated costs, and

recovering debt promptly
categories of income is
regularly evaluated.

icators.

ontinue to develop the approach to the
y risks are assessed in determining
appropriate level of balances and the
~opportunity cost of holding reserves and

N (\ balances.

AN
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Internal control

Table 6

Theme score 3

Key findings and conclusions PN

The Council continues to make progress with risk management and has clarified
that Member responsibility rests with the Audit Committee.

The Audit Committee is now responsible for reviewi
statement on internal control (SIC) and is dischargi i ion, the SIC as
approved in June 2007. The Council has compli iti
requirements in the 2007 KLOE, its busine

ntinuity plan was approved in
Our audit

The Council has maintained its arrangemen for ensuring probity and propriety

in the conduct of its business.

KLOE 4.1 The Council
manages its signific

the glection in May 2007 ensure the new
< Members of the Audit Committee receive training in
sk management and internal control issues as
ecessary.

4.2 The Counc F\r/her expand the work of the audit committee in its

i review of controls and governance arrangements for
example with regard to the work of partners. Continue
to develop corporate processes for preparing the SIC
and develop the assurance framework in Council
business processes.

KLOE 4.3 The Council | Ensure that the counter fraud and corruption strategy
has arrangements in is communicated throughout the Council and embed
place that are arrangements for notifying the whistle blowing protocol
designed to promote to contractors.

and ensure probity and ' The Council needs to undertake an assessment of

propriety in the conduct ' standards of conduct, including how effectively

of its business. Members are complying with the code of conduct, the
number and types of complaints received, and takes
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action as appropriate.
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Value for money

Table 7

Theme score 3

Key findings and conclusions

with the Council has reduced, spending on servic
services remain high cost though at £12.06 per

improved but this is a
in England.

a
o cmaios

rrently " The Council is delivering low cost

oney. services and 53 per cent of their PIs (as
measured from the 18 January 2007
AC DOT PI pack) are improving but this
iS @ minimum 7.4 per cent below the
average for all district councils in
England. The Council needs to improve
corporate and service performance in
areas where it compares unfavourably
with others as measured by BVPISs.

KLOE 5.2 The Council manages and = Maintain the good overall focus on low

improves value for money. cost services but extend the 60/40
approach (wherein the Council seeks to
get 60% of its Pls above the average),
to other Pls and review PI targets set to
ensure that they are more challenging
in terms of value for money. In this way
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Theme score 3

West Wiltshire District Council

the percentage of Pls improving
compared to other district councils will
improve and the gap between WWDC
and the average for all other districts
will narrow

Maintain the involvement of Members in
challenging value for money,
particularly in term community
outcomes and extend the performance
workshops beyond service managers to
the level of ffontline. supervisors.
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Conclusion

The Council continues to perform well. To maintain this level of performance the
Council needs to have regard to developments in the use of resources key lines
of enquiry, ensure it keeps pace with developments in the accounting SORP and
maintain financial and performance controls.

Use of resources 2008

The Commission has published its key lines of enquiry fg
There is an annotated version of the key lines of enqui

008 on its website.
failable which show all

or 2008
tion can be

major challenges facing
rther improvements in

~the changing demographic
public services and
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Changes to the UOR key lines of enquiry 2008
The key changes to the assessment are summarised here.

KLOE | Level

Summary of change

Financial reporting

1.1 2
1.2 2,3
1.2 4

An unqualified opinion in the published statements.

Published information is available to the public in a
timely way and in accessible formats in compliance
with duties under the equalities legislation.

The annual report or similar document includes
information and analysis about a council’s
environmental footprint.

Financial management

2.1

2.3

2.3

2.3

2.3

2

The impact of strategies is assessed for their impact to
comply with duties under the equalities legislation in
relation to race, gender and disabilities.

The asset management plan provides strategic and
forward looking goals showing how land and buildings
will be used to deliver corporate priorities.

The council holds accurate information on the
efficiency, effectiveness and values of assets, to
support decision making on investment and
disinvestment in assets.

Asset management and planning is fully integrated with
business planning

Asset management is used as an enabler of change.

The management of assets is integrated with other
local public agencies to identify opportunities for shared
use of property and to deliver cross-sector, cross-
agency and community-based services to users.

Asset management includes challenge as to whether
all assets are fit for purpose, provide value for money
and deliver corporate priorities. The council rationalises
its holding of property.

Financial standing

3.1

3.1

3

The approved level of balances is adhered to; the
council’s financial standing is sound and supports the
achievement of its long term objectives.

Targets for income collection and recovery of arrears
stretch performance and their achievement is



Internal control

4.1

4.2

4.2

4.2

4.3

4.3
4.3

4.3

4

3,4

monitored with appropriate corrective action taken
during the year to achieve the targets.

*Reports which support strategic policy decisions and
initiate major projects require a risk assessment which
includes an appraisal of the impact on sustainable
development.

* Effective scrutiny function to ensure challenge and
improve performance

*Statement of internal control’ has been replaced with
‘governance statement’

*Evidence of the viability of significant contractors’ /
partners' business continuity plans.

Preparation for the role of the standards committee in
local investigations and determination.

Publicising the work of the standards committee

*Enhanced standards for whistle blowing
arrangements, demonstrating employees of contracting
organisations are aware of the arrangements and staff
have confidence in them.

Application forms have fair processing notification
permitting data sharing for prevention and detection of
fraud and corruption.

Value for money

5.1

5.2

5.2

5.2

2,34

2,34

2,3,4

2,3,4

Descriptors for capital programming have been
strengthened by including references to the outcomes
of a well managed capital programme, i.e. projects are
completed on time, to budget and deliver outcomes
which are fit for purpose (and for level 4 — transform
services for users and citizens).

Understanding unit and transaction, as well as, overall
costs.

Data quality arrangements should be reliable (level 2)
or exemplary (level 4), and including at level 4, an
agreed approach with partners. Auditors will rely on the
findings of the data quality audit for this descriptor

The descriptor which assesses community needs and
impact of decisions on diverse communities has been
revised to better reflect statutory requirements on
equality impact assessments. It also makes it clearer
that reducing inequality in outcomes ought to be
integral to a council’s drive to improve VFM.



5.2

5.2

5.2

5.2

2,3,4

2,3,4

2,3,4

2,3,4

Demonstrating improvements in value for money by
tracking performance over recent years.

More emphasis on stronger, longer-term, full cost
evaluation, including (at levels 3 and 4) consideration of
environmental and social in its assessments of costs
and benefits in decision making.

Improving value for money through partnership
working, with an understanding of resources at the
disposal of partnerships and planned outcomes.

There are opportunities to improve value for money
(reduce costs or improve outcomes) through better
partnership working. Performance reflects differing
levels of engagement with partners to improve
outcomes.

Use of ICT to improve services, value for money and
access to services.



