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Summary:

The Council is now subjected (with effect from 2005/06) to an annual Audit Commission assessment of how well it manages and uses its financial resources i.e. a ‘Use of Resources’ (UOR) assessment.

This report advises Members on

i) 

Results of Carlisle’s 2005/6 UOR assessment.

ii) 

Implications for Carlisle’s 2007/8 CPA assessment.

iii)
Targets set and measures taken by Senior Management Team to improve


the 2006/7 UOR assessment score.

iv)
Future reporting arrangements

Recommendations:

The Audit Committee is asked to note 

(i) The Councils 2005/06 Use of Resources assessment of level 2 ‘adequate performance’.

(ii) Initiatives directed by Senior Management Team to achieve a level 3 (‘performing well’) UOR assessment by 31st March 2007 (VFM by September 2006).

(iii) Reporting Arrangements including scrutiny of progress by Corporate Resources, Overview and Scrutiny Committee.
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RB 3/06

Date:  17 July 2006  

Audit Commission ‘Use of Resources’ Assessment 2005/06
1. Introduction

1.1 The Council is now subjected (with effect from 2005/06) to an annual Audit Commission assessment of how well it manages and uses its financial resources i.e. a ‘Use of Resources’ (UOR) assessment.

1.2 Like other judgements that go towards the Council’s overall Comprehensive Performance Assessment (CPA) the UOR assessment is a more stringent test than the ‘auditor scored judgement’ that fed into the Council’s 2004/05 CPA assessment.

1.3 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.

1.4 This report advises Members on

i) 
Results of Carlisle’s 2005/6 UOR assessment.

ii) 
Implications for Carlisle’s 2007/8 CPA assessment.

iii)
Targets set and measures taken by Senior Management Team to improve the 2006/7 UOR assessment score.

iv)
Future reporting arrangements.

2. Use of Resources Assessment 2005/06

2.1 The assessment focused on five themes (key lines of enquiry (KLOE))

· Financial Reporting

· Financial Management

· Financial Standing

· Internal Control

· Value for Money

2.2 Scoring is based on a sliding scale with 1 equating to poor and 4 excellent i.e.

Score


Assessment
1 Inadequate Performance

2 Adequate performance

3 Performing Well

4 Performing Strongly

2.3 It should be noted that under the old ‘auditor scored judgement’ used in the 2003/04 CPA assessment ‘adequate arrangements’ scored a 3 (Carlisle’s 2003/04 assessment was a 3).

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

KLOE



Score

Assessment
Financial Reporting

1

Inadequate Performance

Financial Management
2

Adequate Performance

Financial Standing

2

Adequate Performance

Internal Control

2

Adequate Performance

Value for Money

2

Adequate Performance

3. Observations on 2005/06 Use of Resources Assessment

3.1 Overall the level 2 score indicating adequate performance is accepted as a fair reflection of the Council’s 2005/06 assessment against UOR criteria.

3.2 However the Council might have questioned some of the findings had it not been satisfied with its overall assessment, e.g. the assessment suggests that Housing Benefits administration is high cost with weak performance when every audit commission/CPA/BFI assessment over the last 3 years has indicated good performance improving to excellent in 2005/06.

4. Use of Resources Assessment National Picture

4.1 Nationally the bulk of Councils have been given the same UOR assessment as Carlisle. Overall assessments of 238 District Councils:- 

Assessment




Number 
%

Level 1 Inadequate Performance


  17

  7


Level 2 Adequate Performance


134

56


Level 3 Performing Well



  82

35


Level 4 Performing Strongly


    5

  2


Total






238
         100%

4.2 The Council will look to benchmark against Councils performing well and strongly in driving up its own UOR assessment score.

5. Implications for Carlisle’s 2007/08 CPA Assessment

5.1 As members will be aware the Council’s current CPA assessment is good.  In promoting ‘continuous improvement’ i.e. the Council must improve to maintain its ‘good’ assessment, tests for the 2007/08 assessment will be more stringent.

5.2 The 2007/08 CPA assessment criteria for Districts is still at consultation stage and the Council does not know yet the UOR assessment required to maintain a good score.  The next assessment is due to be submitted in September 2006.  Current indications are that the Council must obtain a level 3 assessment in the VFM KLOE irrespective of its other KLOE assessments to get a ‘performing well’ overall assessment.

5.3 This will be a big challenge for the Council as well as a majority of district councils as the bulk do not currently meet this UOR criteria i.e.

VFM Assessment 2005/06

Number of Council’s

%
Level 1



21



9

Level 2


         131


         55

Level 3



84


         35

Level 2



  2



1



Total



         238


      100%


5.4 For Carlisle to achieve a level 3 assessment for Value for Money (under the September 2006 assessment) it must make significant improvements in the following areas

(i) Better linking of budgets/performance to priorities.

(ii) Business planning processes particularly integrating strategic planning and budgeting.

(iii) Making better use of benchmarking data (cost information, qualitative and resident satisfaction, etc.) in relating costs to the quality of services over time.

(iv) Developing a consistent and strategic approach to procurement.

6. Use of Resources Assessment Improvement Objectives

6.1 Senior Management Team (SMT) has set Directorates a very challenging target of meeting level 3 criteria overall by the 31st March 2007.

6.2 Also in progressing this objective an even more challenging short term target of achieving a level 3 assessment in VFM by September 2006.

6.3 To achieve the objective of achieving a level 3 UOR assessment by 31st March 2006 (VFM by Sept 2006) SMT has sanctioned a very ambitious action plan covering:

(i) Agreeing/progressing robust Statement of Account Action plan agreed with the Audit Commission (well documented in recent reports to Audit Committee).

(ii) Setting up of a VFM project team to co-ordinate VFM corporately and provide internal challenge and support for service reviews

(iii) Re-evaluation of the Council’s planned spending and performance of services to identify high cost and low performance particularly in none priority services (when compared with historic city and near neighbour groups).  Currently there is a delay in undertaking this exercise (critical to providing base data for improvement planning) whilst the Council awaits the delayed Audit Commission ‘tool kit’ of base comparative data.

(iv) Specifying improvement and service reviews of high cost or under performing services to be undertaken (and completed in 2006/07)

(v) Commissioning an external challenge of the Council’s financial management which will feed into the Council’s UOR improvement planning arrangements undertaken by the Institute of Public Finance (IPF).  The results of IPF review are still awaited.

(vi) Collating robust evidence of achievement (electronically) in meeting 

UOR standards (KLOE).

7. Reporting Arrangements in progressing UOR’s assessment.

7.1 A detailed report (s) will be submitted to the Executive on the 31st July 2006 recommending the UOR action plan and supporting papers to deliver SMT’s priority of achieving a level 3 UOR assessment by 31st March 2007 (VFM by September 2006).

7.2 Scrutiny of (and progress against) action plan will be the responsibility of Corporate Resources, Overview and Scrutiny Committee.

8. Recommendation

The Audit Committee is asked to note 

(iv) The Council’s 2005/06 Use of Resources assessment of level 2 ‘adequate performance’.

(v) Initiatives directed by Senior Management Team to achieve a level 3 (‘performing well’) UOR assessment by 31st March 2007 (VFM by September 2006).

(vi) Reporting Arrangements including scrutiny of progress by Corporate Resources, Overview and Scrutiny Committee.
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