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Summary:

The purpose of this report is to present the final report of the Institute of Public Finance (IPF) Consultancy, which was commissioned by the Council following the Section 11 recommendation considered at the Council meeting of 27 April 2006. The Senior Management Team has considered this report and its initial observations are reported here. It is important that officers and members are clear that this Independent Review of Financial Management does not constitute the Council’s response to the Section 11 recommendation, its purpose is to provide some of the information necessary for the Council to respond appropriately.

The IPF Report provides a recommended action plan for the Council to consider. This provides a useful starting point for preparing a detailed strategy for improving the Council’s financial management arrangements.
Recommendations:
1. The Audit Committee notes and comments on the Independent Review of Financial Management and the Senior Management Team’s observations.

2. The Audit Committee passes on any observations it may wish to make to the Executive Committee, which is considering this report on the afternoon of 25 September 2006.

Background
The Independent Review of Financial Management, commissioned by the Council and carried out by the Institute of Public Finance is attached.

The Senior Management Team has considered this report and makes the following initial observations.

· The report concludes that financial management within the Council is of an ‘acceptable standard’ and ‘no better and no worse’ than the majority of similar councils. This may offer a degree or reassurance but the ambitions of the City Council will not be fulfilled unless financial management is of a sufficiently high standard. A challenging agenda needs to be supported with a sound financial management regime that supports confident decision-making.

· The report focuses on the relationship with the Audit Commission. Although there have issues in this area respect it is important not to underplay the reality that there have been shortcomings in the Council’s arrangements for financial management. Although an improved relationship is important, there are basic process and quality issues that have had an impact on the audit. Officers accept the requirement for a proactive approach to building a positive relationship with the Audit Commission.

· The report recommends a thorough review of the current structure and allocation of roles and responsibilities within Financial Services. The Chief Executive will conduct this review as soon as is practicable, but within six months.

· The issue of inadequate financial ‘literacy’ among officers and members is being urgently addressed through the development of a training programme. This work is now underway through a collaboration between Financial Services and Personnel & Development Services.

· The need for the organisation to ‘step back from too many new initiatives’ is accepted, however Carlisle Renaissance and The Learning City are clear priorities for the Council (section 5.3.7). These represent areas of work that should benefit from stepping back from new initiatives rather than being the areas from which the organisation should withdraw. Discipline among members and officers in respect of the organisation’s priorities will be key to enabling high quality financial management and evidence-based decision-making.

· The discipline of addressing priorities together with the review of structure and responsibilities in Financial Services will help build the capacity to ensure delivery of planned improvements. The establishment of the Audit Committee provides a mechanism for members to monitor delivery.

In conclusion this independent report provides evidence that the financial management of the authority meets an acceptable standard for a typical district council. There have clearly been serious issues around process, quality and the relationship with the Audit Commission. This should not, however, give the authority comfort; the inability of the Council’s financial management arrangements to keep pace with its ambition represents an unacceptable risk to achieving organisational objectives. Officers are committed to working with members to ensure that the necessary improvements are delivered. To this end it is advised that the Director of Corporate Services prepares a strategy for improvement as described in the recommendations of this report.

Consultation
The IPF consultants interviewed staff, members and other stakeholders as described in their report. In addition they offered a presentation of their findings to Group Leaders, Overview & Scrutiny Chairs, the Chair of the Audit Committee, the Leader of the Council, the Deputy Leader and the Portfolio Holder.
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