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(i) Results/feedback on Carlisle’s 2007/08 UOR assessment;
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Members are asked to:

(i) note the level 2 2007/08 Use of Resources feedback and the resulting action plan;

(ii) note that the Audit Committee will continue to scrutinise the financial reporting process and corresponding Financial Reporting KLOE’s;

(iii) note that a progress report will be submitted for scrutiny in April 2008.
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USE OF RESOURCES 2007/08

1. Introduction

1.1 The Council is now assessed (with effect from 2005/06) annually by the Audit Commission on how well it manages and uses its resources i.e. a ‘Use of Resources’ (UOR) assessment.

1.2 The assessment evaluates the strategic financial and internal control arrangements the Council has in place and the resources available to support Council priorities and improve service provision.

1.3 This report advises Members on:

(i) Results/feedback on Carlisle’s 2007/08 UOR assessment;

(ii) The draft Action Plan prepared to address recommendations/observations made by the Audit Commission and to address the new ‘harder tests’ which will be introduced to the Use of Resources assessment for 2008/09;

(iii) Future reporting arrangements.

2.
Use of Resources Assessment 2007/08

2.1 Noted at Appendix 1 is the Council’s UOR Audit Score and feedback supporting the assessment.  Carlisle’s scores being:-

KLOE



Score
Score
Score
2007 Assessment





2005
2006
2007

Financial Reporting

1
1
1
Inadequate Performance

Financial Management
2
2
2
Adequate Performance

Financial Standing

2
3
3
Performing Well

Internal Control

2
2
2
Adequate Performance

Value for Money

2
2
2
Adequate Performance

Overall Score

2
2
2
Adequate Performance

3.
2007/08 Feedback

3.1 
The Audit Commission’s 2007/08 feedback recognises the improvements made in the last year - see Appendix 1, and in particular noted improvement in respect of the Council’s Internal Control arrangements i.e. 

· Arrangements in place in conducting the annual review of the effectiveness of internal control (with greater involvement of Members)

· Improved clarity over the sources of assurance to support the Statement on Internal Control

As a result the Council has been assessed at level 3 ‘performing well’ in this aspect of Internal Control.  It has also maintained its Level 3 ‘performing well’ in meeting the Financial Standing KLOE’s.

3.2 However the Audit Commission has made a series of recommendations to be implemented to improve the Council’s overall assessment.  The main concern is in respect of the Financial Reporting KLOE’s which has been assessed as inadequate.  This is extremely disappointing given the effort and additional resources that have gone into the process and the previous feedback on the 2006/07 Accounts to the Audit Committee.  

3.3 It should also be noted that the thresholds and deadlines for achieving level 3 have been raised significantly from 2008/09 in facilitating continuous improvements (see Appendix 1 pages 16-18). 

4. Action Plan 
4.1 Attached to this report (Appendix 2) is a revised draft action plan detailing areas where further improvement is required to move to a level 3 ‘performing well’ UOR assessment based on

· Audit Commission Use of Resources Feedback 2007/08

· New harder tests to be introduced for 2008/09

4.2 The action plan will be completed and reported back in April 2008.

4.3 It should also be noted that for the 2008/09 UOR assessment, practices, policies and procedures set out in the KLOE’s not only have to be in place by 1 April 2008, i.e. 2007/08 UOR assessment based on 2007/08 outturn position, but  have to be embedded i.e. evidence that we do what we say we are doing.

5. Progressing/Reporting on the Council’s Objective of Achieving Level 3 Use of Resources Judgement
5.1 The main areas of risks of not achieving a level 3 are highlighted in the action plan.

5.2
Financial Reporting
The 2007/08 Final Accounts process is the biggest area of risk.  The main issue raised by the Audit Commission is their judgement that there are still a number of non-trivial errors in the accounts (albeit much reduced from previous years).  The decision on whether or not an error is non-trivial is based on Audit Commission judgement.  Regular meetings take place with the Audit Commission to agree the process for 2007/08. Council managers will again be reminded of their responsibilities in the process and it is acknowledged that the final accounts closedown remains an increasingly challenging one for the Council particularly with the scale of changes to the accounts and other initiatives being progressed.  

The Audit Committee will continue to oversee the financial reporting process.  There are further changes to the SORP which are considered elsewhere on the agenda.

5.3
The UOR Project Team set up by SMT to co-ordinate UOR corporately and provide internal challenge will closely monitor the areas of risk identified.  Also, report back to Corporate Resources Overview and Scrutiny Committee in April 2008 on progress in delivering the action plan.

5.4 
Providing current progress is maintained and managers can better evidence embeddedness of UOR ‘good practice’ in respect of service provision, the Council will continue to improve in all areas.  However whether the timescale and the new harder tests will allow the Council to achieve an overall level 3, i.e. ‘performing well’ in respect of Financial Reporting, Financial Management and Internal Control KLOE’s by 31 March 2008, will not be known until the results of the 2008/09 Use of Resources assessment. 

6.
Recommendation

6.1 Members are asked to: 

(i) note the level 2 2007/08 Use of Resources feedback and scrutinise the resulting action plan;

(ii) note that the Audit Committee will continue to scrutinise the financial reporting process and corresponding Financial Reporting KLOE’s;

(iii) note that a progress report will be submitted for scrutiny in April 2008.

ANGELA BROWN

Director of Corporate Services
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