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Summary: The purpose of this report is to give members of the Audit Committee an update on the Council’s Risk Management.

Recommendations: 

The Committee is asked to note the updated Corporate Risk Register and the delivery of Risk Management training to Managers as demonstrations of the continuing commitment to sound governance arrangements for corporate risk management. 
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Carolyn Mitchell
Ext:
7306

CITY OF CARLISLE  

To:
Audit Committee




Date:
27th September 2007  

1. Background

In accordance with the Council’s Risk Management Policy, the draft Corporate Risk Register is submitted to Corporate Resources Overview and Scrutiny Committee for consideration on a quarterly basis.

This Report contains the Risk Register (see appendix 1) with proposed updates that have been made since the Register was last submitted to Corporate Resources Overview and Scrutiny Committee in July 2007.  It should be noted that this is currently in draft form, with updates shown in red italics, and may be amended or appended further, following discussion at meetings of the Senior Management Team and the Corporate Risk Management Group, prior to presentation to Corporate Resources Overview and Scrutiny Committee in October.

2. Comments on the Corporate Risk Register

Members will note that any change in the scored status of the risk is shown by a symbol in the movement column.

During the last quarter, the Current Action Status / Control Strategy sections have been addressed and the scoring of certain risks amended accordingly.  

3. Risk Management Training

Risk Management training now forms part of the Council’s Management Development Programme. As part of this Marsh Consultants delivered Risk Management training to 22 managers in May. Feedback was overall, fairly positive.
4. Recommendations

The Committee is asked to note the updated Corporate Risk Register.

The Committee is asked to note the delivery of Risk Management training as part of the Council’s Management Development Programme.
The Committee is asked to affirm that these demonstrate the continuing commitment to sound governance arrangements for corporate risk management within the Authority.

CORPORATE RISK REGISTER Updated 18th September  

For consideration by Corporate Overview and Resources Committee September 2007

Note: amendments in last quarter marked in red italics (or italics only on the printed version). 

Note that the order in which risks appear will be changed once all of the proposed changes have been received.

Ref
Risk Description
Impact
Likeli-hood
Risk Score
Move-ment
Current Action Status/Control Strategy
Responsible Officer & date last updated

1
Pay and Workforce Strategy

Failure in the implementation of PWS

 financial impact

 impact on staff including

· Low morale/demotivation

· Retention difficulties

· Increased call on resources 

· Impact on business/productivity

· Failure to implement succession planning
4
3
12
=
Implementation Plan and Programme determined and published

Prince 2 methodology applied

Training commenced in specialist areas

Regular Staff updates via Management Briefing and newsletters

Continual monitoring of progress by Project Manager overseen by Project Board

Project developed and delivered in partnership with Unions.

Agreement with Unions reached on some Single Status issues. Harmonisation of holiday entitlement, sick leave and overtime rates to be effective from 1st April 2007, subject to formal release of contingency funding by Council.

Workforce Development Plan agreed, published and implementation started.  Staff now benefiting from this via improved training/ development opportunities. 

Job evaluation scores were issued to staff on 31st August 2007 and staff briefing sessions carried out. Proposals for revised pay structures to be developed over the next few months.
Deputy Chief Executive

13/09/07

2
Shared Services 
3
3
9
=
A shared services protocol that has been agreed by the Executive is currently in place.  This clearly articulates that no shared services arrangement will be entered into by the City Council unless there are clear benefits for the authority that can be demonstrated in a full business case.  

This serves as a containment action that will reduce the impact of any shared services arrangements into which the City Council enters.  

It is likely that the authority will enter into shared services arrangements with other organisations as central government is keen to progress the shared services agenda.  The Cumbria Local Authorities Strategic Board is co-ordinating the work on shared services. The council is participating in a number of shared services workstreams of which  procurement is the most advanced.

Work on Shared Services was delayed pending a decision on the reorganisation of Local Government which has now been received. The progression of the shared service agenda is a major part of the Council’s current strategy to find ongoing efficiency savings.

Consequent Shared Services risks are being assessed including:-

· Promised savings not realised

· Promised service improvements not realised

· Partners not engaging to an equal extent

· Governance arrangements not responsive enough to allow changes or amendments to accommodate future service requirements.


Director of Corporate Services
13/09/07

3
Financial Reporting following comments of audit Commission on standard of financial reporting-

Failure will lead 

-reputational damage

-have an impact on overall CPA assessment

-poor relationship with District Audit
3
3
9
=
Following problems experienced during the  2004/05 audit, the Statement of Accounts Action Plan approved by full Council is now incorporated within the Use of Resources Action Plan and is monitored by SMT and the Audit Committee. 

An unqualified audit opinion on the 2005/06 accounts was given on 18th December 2006, missing the statutory deadline of 30th September. The Audit Commission has judged the Council’s financial reporting standard for 2005/06 as part of the Use of Resources judgement to be inadequate.

The 2006/07 Accounts were submitted to Council on 28th June following consideration by the Audit Committee and Executive. The outcome of the Audit is being considered by the Audit Committee on 27th September 2007. Work continues to improve the standard of all working papers and the level of errors in line with Audit Commission requirements. 

A summary of the Accounts was prepared for the first time in 2005/06, following consideration by the Audit Committee.  Feedback has been generally positive and the content will be reviewed for the 2006/07 production.

Consultation is taking place to potentially develop an annual report linking finance with performance.  The Corporate Plan for 2007  includes financial information linked to priorities for the first time.
Director of Corporate Services

13/09/07

4
Partnerships (including framework agreement & collaborative working arrangements)

Existing partnerships and New and proposed partnerships , failure to ensure compliance with existing arrangements leading to:-

- failure to meet stated objectives

- reputational and financial impact

-  onerous terms and conditions, and     inadequate exit strategy

- increased exposure to risk

- major review of compliance  with partnership agreements or evidence of agreements not undertaken on a regular or structured basis


3
3
6
↓
The Council now has a robust Partnership policy in place providing guidance on the nature and risks of partnerships and the new procedures were launched at the Management Briefing in March 2002. 

Workshop sessions are being arranged to ensure all relevant staff understand their role and responsibilities in the monitoring of partnerships. Any resource implications will also be considered.

The Use of Resources judgement has highlighted that the Council needs to improve it’s financial performance of partnerships including a link to outputs and ensure the results are shared with partners and acted upon. It has also highlighted that appropriate governance arrangements should be in place for all significant partnerships.

Senior Management Team will ensure  that their individual risks from partnership working arrangements should be included in Operational Risk Registers.


Director of Legal & Democratic Services

13/09/07

5
Potential loss of VAT reclaimed

Potential loss of VAT Partial Exemption Status resulting in the potential for a significant amount of VAT to become irrecoverable and a potential cost to the Council of approx £200k. If the VAT the Council reclaims from Revenues & Customs (HMRC) on its exempt activities (mainly Industrial Estates, Miscellaneous Properties and Crematorium) exceeds 5% of the total amount of VAT recovered, then the whole amount of the VAT on the exempt activities can no longer be recovered. 
2
4
8
=


Following a full consideration of the options and issues, the Executive, on 30th July, decided to charge VAT on its commercial rents. This will take effect from 1st September 2008. 
A transitional hardship relief scheme has been introduced for non VAT registered businesses who can prove hardship. 

It is currently envisaged that the 5% limit will not be breached for 2006/7. However, this is dependent on the total amount of input tax for 2006/7 reaching the predicted £2.9m and this will not be known until the end of the financial year.
Director of Corporate Services

13/09/07

6
Carlisle Renaissance

There is a strategic risk associated with withdrawal of the support of key partners at a sub-regional, regional and national level, loss of momentum and resultant  loss of confidence within the local resident and business community. 
This risk is directly related to and will be regulated by levels of performance in progressing strategic plans to implementation and the successful delivery of projects across the range of Renaissance issues including physical, economic and social regeneration.
Capacity and the availability of resources are critical to this as well as effective engagement and communication mechanisms.


Failure will be expressed in

· Reputational – failure to achieve stated objectives

· Financial – failure to secure and utilise funds appropriately

· Delivery – failure to manage a programme of growing scale and diversity. 


4
2
8
(
Consultants have been engaged to progress key elements of the Development Framework & Movement Strategy, including the design and specification of major public realm schemes.
The City Council has approved the allocation of capital funding for a public realm improvement scheme in Castle Street scheduled to commence in early 2008.

A detailed programme of work has been prepared for the Rickergate & Caldew Riverside development schemes. Funding has been secured for valuation advice and the NWDA has invited a funding proposal for acquisitions funds for these areas.






 

The Concept Proposal (Delivery Programme Part 1) has been approved by the NWDA and the Detailed Application will be considered for approval in December 2007. Funding has been secured for marketing the DF&MS and additional development management capacity. 

New jobs brokerage and pre-recruitment customised training projects and business development projects have been launched.

A Consultation Draft Economic Strategy will be launched for consultation in October 2007. This has been prepared in partnership with leading private sector representatives from the Carlisle Partnership (LSP). This includes a detailed action plan for 2008-2011.
A public/private sector Task & Finish Group has been established to prepare the business case for establishing a special purpose vehicle (i.e. City Development Company) to manage the delivery of development and infrastructure projects. 

Overview & Scrutiny arrangements have been revised to secure a greater level of member involvement in policy and project development and a bi-monthly update publication will be launched in late September. 


Director ,

Carlisle Re-

naissance

18/09/07

7
MediumTerm financial planning and maintaining asset values; failure leading to:-

- risk of systems and procedures failing to address MTFP objectives 

- risk that expenditure not linked to key objectives and priorities

- fails to be forward looking and programmed 

- lack of corporate ownership

- failure to achieve balanced budget through the budgetary process

- failure to match future commitments and aspirations compared to funding available

- maintaining asset values


4
2
8
=
The MTFP and Capital Strategy were approved by Council on 17th July 2007.

The MTFP and Capital Strategy are reviewed regularly in the light of current pressures arising and this will be done throughout the current budget process. In particular there is an added and growing risk  to the Council's financial position  from the CSR07, the PWS implications, shortfalls in income projections and budget pressures in a number of areas. There is a specific risk in failing to identify corresponding savings to offset the spending pressure identified and SMT are monitoring this aspect prior to reporting back to members. The savings strategy was approved by Council in February 2007.

Clear strategy for linking resources to corporate priorities is to be developed.  

The work of the Capital Projects Group and Corporate Programme  Boards will support the improvements to financial and performance improvements regarding the capital programme.
Corporate Services

13/09/07

8
Failure to have robust Business Continuity Planning arrangements

- severe impact on business/provision of services

- financial impact

- reputational impact

- legal liability

These may include the risk of Flu Pandemic leading to:-

· inability to maintain services due to impact on staff and suppliers

· failure to contribute to emergency response due to extent of above


4
2


8
=
Business Continuity Plan tested fully by 2005 floods. 

This has been reviewed and updated and feedback received from review of Council’s actions (from Management Briefing Seminar )

An Internal Audit has been carried out. An Action Plan for implementing recommendations is being developed. 

Marsh Limited are facilitating the development of  a new Business Continuity Plan which should be available by the end of this year.
Deputy Chief Executive

13/09/07

9
Shape of Local Government as a result of the White Paper
to be removed as Cumbria County Council’s Unitary bid was rejected.
4
2
8
=
Individual associated risks need to be identified, assessed and managed following the announcement by Government on whether or not the Cumbria bid will proceed, and establishment of the Council’s position.
Deputy Chief Executive

13/09/07

10
Carlisle Northern Development Route
4
2
8
=
The Executive agreed in principle to a request for the inclusion of City Council land for the scheme at nil cost. 

However, the scheme is not finally committed until the revised tender prices have been returned and assessed by the County. The scheme is so important to Renaissance that the score remains unchanged. 

The Action Plan being prepared for improvement in air quality on Scotland Road and the benefits delivered by the CNDR are an important element. The Air Quality Action Plan will be presented to Executive in July.
Director of Development Services

27/06/07

11
Financial Management Information provided must be accurate, robust & timely  to enable Budget Holders  to manage, failure leading to:-

- poor  management decisions

- loss of credibility in information provided

-Service Heads fail to focus on key objectives

- Not linked to performance management

- failure to adopt best practice and achieve value for money

- specific risks identified associated with Contractor Plus system


3
2
6
=
The Council’s Financial Management arrangements have been assessed as adequate in the Audit Commission’s Use of Resources judgement, and also by the independent review of financial management conducted by IPF.

Improvements required include developing the MTFP to include sensitivity analysis, improving the links between the MTFP and other Councils’ strategies and ensuring there are properly evidenced project appraisals, business plans and affordability tests for new policy and capital developments.

Improvements are also required in relation to the financial monitoring and performance of partnerships, and in how the Council manages its asset base, including ensuring that investment and disposal decisions are based on thorough options appraisal and whole life costing.

Work is ongoing with the Policy and Performance and Finance Teams to further improve linkages between use of resources and performance.

An improvement plan is in place incorporating recommendations from the Audit Commission and the IPF review and is monitored by the Audit Committee to improve the service to excellent as required by the Executive. It should be noted however that additional resources are likely to be required to achieve this. A report will be considered in this respect by the Executive on 24th September.
A specific risk remains to the Council from the existing system utilised by the Community Services Directorate for ex DSO work and the ability to easily reconcile the system to the Councils core financial management system. A budget has been allocated and work is progressing to replace the Community Services system albeit this has been delayed due to the Local Government Reorganisation issues.

A significant financial training programme has now been launched to improve the financial management standards throughout the authority.
Director of Corporate Services

13/09/07

12
Failure to focus clear Corporate Priorities leading to:-

- resources wasted on lesser priorities 

- key objectives not achieved
3
2
6
=
New Corporate Priorities now determined :-

Greener , Cleaner and Safer 

The Learning City

Carlisle Renaissance

Further work is in place to ensure that these are the drivers for focussing activity and expenditure

Work is now under way on realigning the priorities in the Corporate Plan.
Town Clerk & Chief Executive

March 07

13
Protection of IT E-records and data and hard copy information:-

- failure will have business/financial impact

- inability to meet legal/other obligation

- impact on resources / cost of re-establishment


3
2
6
=
The Council has recently been assessed by the Audit Commission – Your Business at Risk. 

We have been ranked ‘better than average’ and a full action plan was presented to the Audit Committee in April.

As part of the Business Continuity planning arrangements, the issue of hard copy storage and recovery will be considered.
Director of Corporate Services

13/09/07

14
Failure to implement an effective IT Strategy:-

- failure to meet IEG targets

- failure to maximise benefits of e-business and e-procurement

- increased security risks 
3
2
6
=
An Information Strategy Group has been set up and has been working through the action plan developed following approval of the strategy in January 2006. The work of the ISG has been affected by the progression of an ICT shared service agenda which has diverted resources however the actions in the IT strategy are progressing well. A revised strategy is currently under development and will be considered by Corporate Resources Overview and Scrutiny Committee in due course.

Regular IEG Statements produced.  Evidence file produced to assist in Audit Commission grant assessment during 2007/08.


Director of Corporate Services

27/06/07

15
Performance Management challenges

Failure to embed performance management in the culture of the Council at all levels 

- inefficient and ineffective management - misdirected/wasted resources

- failure to meet target/continuous improvement
3
2
6
=
Quarterly Performance conferences now commenced to monitor and address performance corporately

Performance Management included in Directorate’s Service Plans

Performance Management Framework was  published March 2007.
New Performance Management IT systems are currently being evaluated.
Deputy Chief Executive

13/09/07

16
Health & Safety management and systems failure could lead to:-

- exposure to legal action

- financial impact of failing to ensure recovery of all

- reputational impact on Council

- increased exposure of staff to H&S risks

- creation of image of non-proactive employer

- lack of understanding of Health and Safety Manager’s role


3
2
6
=
Council’ Health and Safety Policy fully adopted

Qualified H&S Manager employed in a corporate role

Clear H&S management systems installed across the Council

Health and Safety action plan regularly updated and ongoing auditing of current practices

Developing local Performance Indicators which will be reported on in the Council’s performance management reports to Corporate Resources Overview & Scrutiny Committee

Continuing training of staff as appropriate including mandatory training for newly appointed employees

Role of Health and safety to be included in Service plans

H&S strategy under development.
Deputy Chief Executive

13/09/07 – no change

17
Failure to adopt consistent and effective Project Management procedure leading to:-

- financial impact of failure (direct and indirect)

- damage to Council’s reputation

- principles not applied universally
3
1
3
(
Introduction and Implementation of Business Case philosophy for all significant projects and schemes to ensure executive and corporate monitoring at SMT and Capital Programme Board

Introduction of Prince 2 project management  and commencement of corporate awareness training

Establishment of dedicated Project Manager post within new structure

More staff are now qualified PRINCE2 practitioners.  Project management training has been recommended for inclusion in the management training programme. 

Consistent project management approach has been established within the Authority.

There is an increased likelihood following identification of risks raised by the Capital Projects Board. Staff training has been delivered to address this and the first workshop delivered – further workshops are planned. 

Deputy Chief Executive

13/09/07

18
Failure to implement Code of Corporate Governance

· failure to meet legal duty

· failure to adopt sound, consistent, transparent and auditable processes


4
1
4
=
The Code of Corporate Governance Action Plan is updated and reported to the Audit Committee quarterly.  The Code itself has recently been fundamentally altered and guidance has now been received from CIPFA / SOLACE on the new arrangements. This is likely to require a fundamental review of our current arrangements and this will be implemented in time for the 2007/8 accounts. 


Director  Corporate Services

13/09/07

19
Risks associated with increased threat of terrorism 




New risk – to be assessed


Corporate Risk Register September 2007 

Quality Control Document (changes in last quarter)

To be submitted for consideration by Corporate Overview and Resources Committee October 2007 

REF NO
BRIEF DESCRIPTION


SCORE
COMMENTS

1
Pay and Workforce Strategy
12=
Control strategy/action status updated

2
Shared Services
9=
Control strategy/action status updated

3
Financial Reporting
9=
Control strategy/action status updated

4
Partnerships 
6↓
Control strategy/action status updated

5
Potential loss of VAT reclaimed
8=
Control strategy/action status updated. 

6
Carlisle Renaissance
12(
Control strategy/action status updated

7
Medium term financial planning
8=
Control strategy/action status updated

8
Business Continuity Plan
8=
Control strategy/action status updated

9
Local Government  White Paper

To remove as no longer applicable

10
Carlisle Northern Development Route
8=


11
Financial Management  Information
6=
Control strategy/action status updated

12
Corporate Priorities
6 =


13
Protecting IT records
6=
Control strategy/action status updated. 

14
Implement Effective IT Strategy
6 =
No change

15
Performance Management
6=
Control strategy/action status updated

16
Health and Safety
6=
No change

17
Project Management
3(
Control strategy/action status updated 

18
Corporate Governance
4=
Control strategy/action status updated

19
Terrorism 

To be assessed

updated 14 September 07


