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Introduction

Attached fo this report is the Management Letter issued by the Council's new
external auditor, Pannel Kerr Farster, in respect of the final accounts for 1996/89.

Members will see that, for the year in question, we will receive a qualified audit
opinion in view of the fact that we do not comply fully with the Capital Resource
Accounting requirements,

The former external auditor, whiist not issuing a qualified audit opinion, had
expressed the view to Members and Officers that the Council should be moving
to a more comprehensive system in respect of capital resource accounting.

Implications

t
At present, the Council does provide an annual budget of £3,000 for a rolling
valuation of major buildings. In order to meet the requirements in full, eg., the
inclusion of land, car parks, etc., it Is estimated that the budget should be
increased to £6,000. There is no provision in the budget for this increase.

With regard to other assets such as computer equipment, fumiture, etc., no
attempt has been made in the past fo individually value these items for final
account purposes. In order to provide a valuation, a sum of 15% of the building
value has been included in the accounts. With regard to vehicles, no value has
been shown in the accounts on the basls that they come within deminimis rules.

In order to build up a comprehensive set of records sufficient to provide the level
of Information required, there will be a need to devote around five weseks of one
person'’s fime to the project. This will need to be at Principal Accountant level. In
subsequent years, it is estimated two weeks additional fime will be needed.

During the last year, the Head of Financlal Services has not committed a
significant amount of time to final account preparation in order to assume more
corporate duties. To provide the Principal Accountant with the time to prepare
the accounts in accordance with the audit requirements, it will be necessary for
the Head of Financial Services to resume his input to the final accounts process.
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This may have an impact on the Corporate Director (Finance & External
Services).

Conclusion

Under the provisions of the Accounts and Audit Regulations 1996, the Corporate

Director (Finance & External Services) Is under a mandatory and personal duty to

compile the accounts in full accordance with any regulations or codes of practice

in force at the time. The Council is also required to provide the necessary

resources to carry out that duty.

Crime and Disorder Implications

None.

Environmental Implications

None.

Financial Implications

An additional £3,000 budget provision will be required for asset valuation. The

Head of Financial Services and Corporate Director (Finance & Extemnal Services)

will need to review their duties in order to provide the assistance necessary to

allow the Principal Accountant to carry out the necessary additional work.

Legal iImplications

It Is a legal requirement to comply with the Accounts and Audit Regulations 1988,

Parish Implications

None.

-‘Proposed that this Committee RESOLVES .

1. to fully comply with the Capital Resource Accounting Requirements

2. to request the Extraordinary Council meeting on 18 January to provide an
additional £3,000 for asset valuations. '

Background Papers

None.
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Pannell Kerr Forster

New Gardan House 78 Hatton Garden London EC1N 8JA Tetephone 020 7831 7383 Facalmile 020 7405 6735
Web site hitp:/www pki co uk

The Members

Rochford District Council
Council Offices

South Street

Rochford

Essex SS4 1IBW

22 December 1999

Dear Member

We are writing following our audit of Rochford District Council for the year ended 31 March
1998, Our audit was planned and executed to discharge our responsibilities as set out in the Audit
Commission’s Code of Practice and its ‘Statement of Responsibilities of Auditors and of Audited
Bodies’.

The chellenges of responding to the Government’s modemising agenda and preparations for
dealing with the Year 2000 problem have continued to place demands on your Officers and
required you o make difficult decisions. The pace of change is likely to continue into the year
2000 as legislation is introduced on political management structures and Best Value moves from
plans to reality.

A summary of conclusions from the audit and recommendations to the Authority is given in
Section 1 of the Management Letter, followed by an account of the audit in Sections 2 to 11. If
you have any questions regarding points raised, please do not hesitate to contact me or Rosemary
Clarke, the Audit Manager.

May we take this opportunity to express our thanks to the Authority’s staff for their help and co-
operation during the course of our work. .

Yours sincerely

Kirort ok

Richard Bint
Pariner
Appointed Auditor

Tha principal place of bugingss whero tho 03! of parinars' namea is apen o iageclion ks 78 Hnlkm Gordon London EC1N BJA.
Pannol Kurr Forster [s regisiarad Io camy oh audl work and authorfsed o carry on invoatman businoss by the Ingifula of Cherlered Aezoemiants in
Englaryd and Wales The Pannell Karr Forster Internatlonal Assuctalion Is en ossotialion of legally Indapandani firms
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1.1

1.2

13

14

1.5

1.6

SUMMARY

We are currently completing our audit of Rochford District Council for the year ended 31
Merch 1999. Our audit has been carried out in order to discharge our responsibilities as set out
in the Audit Commission’s Code of Audit Practice and its ‘Statement of Respongibilities of
Auditors and of Audited Bodies'.

THE ¥OCUS OF OUR AUDIT

The focus and rationale underpinning this, our first year of auditing the Authority, was set out
in our QOutline Audit Plan which we issued in March 1999 following discussions with your
Chief Officers. The audit seeks to focus on the key issues for the Authority whilst ensuring that
the audit objectives and requirements of the Audit Commission are fully addressed. It includes
comments on some areas of performance in 1998/99 and considers how well you are dealing
with cumrent issues as and when they arise. -

OUR OVERALL CONCLUSIONS

We have concluded that the Authority continues to face a challenging agenda with the
management restructuring, the implementation of new IT systems and the development of a
framework for Best Value.

We have two key concerns which we wish to bring to your attention where action is required to
strengthen your overall arrangements:

e Ag at the end of September 1999, the Authority had not met six of the key Audit
Commission Best Value milestone indicators. Recently work in & number of areas has
reached a conclusion and progress against the milestones is improving. However, there is
still a lot to be achieved if the Best Value Performance Plan is to be drafted, considered and
approved by Members, and physically published by 1 April 2000. We are concerned that a
consultation strategy needs to be developed for corporate as well as service objectives.

» The Authority has not fully implemented the requirements of capital accounting. The
service expenditure in the accounts has not fully reflected the cost of the assets used in
providing those services and the valuation of certain assets has not been done on 2

. systematic basis. We are concerned that the asset records for equipment, fixtures and
vehicles are not sufficiently comprehensive and accurate to enable proper asset
management and to safeguard the property of the Authority. We are planning to issue a
qualified audit opinion on the Statement of Accounts as the Authority has not complied
with the capital accounting requirements. It is important that the fixed asset records and
capital accounting procedures are improved. in future years and we have been discussing
with Officers the steps that will need to be taken to address these issues.

Key issues for the forthcoming year will include continning to meke preparations for Best
Value and reviewing the political and management structure of the Authority in response to the
legislation on Local Government Organisation and Standards.

We have summarised the results of our work in respect of the audit objectives and the key
recommendations for consideration by Members in Figure 1 overleaf. A detailed account of the
audit is given in Sections 2 to 11 which follow.

PKF 22 Dec:mba??!%ng%m‘:
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 Figure:1: “Our audit conclisionis~ .+

Audit objective

Our conclusions

Our VFM work identified both good

practice and opporiunities for

improvement.

e The arrangements in respec! of
Cammunity Safely are broadly
sound. Suggesiions have been
made jor improvement in Service
and Financial Plapning and
Income and Charging.

» Significant prograss is required if
the Authorlty is to be in a position
to ensure the Best Value
Performance Plan is underpinned
by robust service plans Many
initiatives are in progress but not
yet meeting all milestones

s There were significani resource
issues with Internal Audit during
the year which are in the procass
of being addressed,

o Your process for ensuring that
external audit recommendations
are implemented could be
improved.

Arrangemenis for producing the
Indicators are broadly sound,
although some reservations have
been noted and some changes will
be made to previously reported
indicators.

»  Most of the Authority's services
are in line with similar
anthorities, although a number of
indlcators have delsriorated from
previous years.

Member action poimnis

There should be a more
comprehensive process of
monitoring the achievement or
otherwise of corparate and
service objectives

A review lo ensure the Authorlty's
policies are fully reflected in
service charging siructures
should be underiaken

Officers should be asked to
provida regular updates on
progress on Best Value during the
critical phase through to April
2000.

Internal Audit coverage shonld
continue to be monitored o
ensure that appropriale resource
is available,

A process should be introduced

Jor monitoring the progress of
external audit recommendations

and reporting this to Members

The arrangements should be
reviewed in the light of the
rasarvations and changes noted
this year.

Members should monitor why
performance has changed

significantly from previous years.

PKF
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Figure 1: Our audit concluslons (continued)

QOur conclusions

Audit objective

General financial standing Is sound
with gffective budgetary control over
general fund expenditure. However

FINANCIAL
STANDING

appear to have been particularly
prudent.

*  Asat 31 March 1999, the
Jinancial position of the
Authority is satisfactory but sieps
will need to be taken to address
the budget gap In the medium
lerm.

We plan io Issue a qualifted opinion
on the 1998/99 Statzment of
Aceounts, as tha Authovity has not
Jully implensented the requiremenis
of capital accounting.

FINANCIAL
STATEMENTS

»  The schedules and informatlon
provided to support the accounts
should be improved.

Your systems in place to control and
safeguard fixed assets during the
perlod of onr audit were not
adequate for us to place rellance on
them for the purposes of reacling
onr andilt apinion. With this
exceprion, we consider that
JSinancial systems are adequate,

SYSTEMS - -
ADEQUACY

¢ Internal Audit coverage was not
sufficient ta enable the Managed
Audil approach to be adopted

Our work has Identified no
significant weaknesses in the
Authority's arrangements for
safeguarding apainst frand and
corruption.

FRAUD AND
CORRUPTION

*  The arrangements would benefit
Jrom a policy detailing
procedures to follow in the event
of a breach of standing orders or
Sinancial reguiations.

the assumptions in the HRA budget .

Member action points

Members should continue to
conslder ways of implementing
cost saving or income generafing
measures to achieve a balanced
budget.

Members should monitor
progress on the action plan
agreed with Officers to fully
implement the capital accounting
requirements.

Refer comment above - Internal
Audit coverage should continue to
be monitored.

None noted.

PKF
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e T

Audit objective Our conclusions Member action points

We lave ldentified no issues of
legality during the course af our
work.

Source: Pannell Kerr Farsl-'er

1.7 We have also reviewed the arrangements in place for preparing and submitting grant claims to
the relevant government departments. Our grant claims audit is in progress and work
completed to date suggests that the Authority has complied with the relevant deadlines.

§ummmy 4
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2.1

22

VALUE FOR MONEY

INTRODUCTION

A significant part of our audit is devoted to ensuring that the Authority has made proper
arrangements for securing economy, efficiency and effectiveness in its use of resources. We

have met this duty by undertaking:

* Specific Value for Money studies;

* Following up previous studies through the Audit Commission value for money indicators;

* Reviewing progress on implementing agreed recommendations contained in previous years

studies; and

s Management arrangements reviews (Section 3) and Best Value assessments {Section 4).

The scope of our work and conclusions arising are set out below.

u TS

Kigtirg 55 et the vl Jorimoney O eIy s e L

Scope of Review Concluswns

Service and Some improvements to the service and

Financial Planning  financial planning process are required,

Review many of which are already being addressed.
Financial planning should become more
medium term and Integrated with medinn
term service planning.

Income and Policies have had an Impact on the design

Charging Revlew of major areas of charging made directly by
the Authority but more influence is needed
over externalised services.

Communlty Safely The key elements required by the Crime &

Review " Disorder Act are in place, although further
work will be reguired.

Enviranmental There has been some improvement on

Stewardship Valug environmental Issues since the Initial study,

Jor Money Indicators  bul there remains a considerable amount to
be done by the Authorlty.

Recruitment and The Authorliy has made some good

Training Value for progress againsi the Issues from the initial

Money Indicators report.

Follow up of Some steps have been taken to implement

previous studies recommendations from previous audit

reports but the process of follow up needs to

[ Source: Pannell Kerr Forster

be improved

119
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2.3

24

2.5

NATIONAL STUDIES

Service & Financial Planning Review

Service and financial planning has always been an integral part of local government, although
there is evidence that shows its application and the development of accepted good practice is
patchy. Best Value only increases the need for good planning as, in order to meet the
(Govemment’s expectations, local authoritics will need robust planning frameworks that
integrate quality, cost and accountability.

The Audit Commission identified that few authorities have a comprehensive approach that
integrates corporate aims and cbjectives with service plans and the financial standing of the
Authority. There may be links, but these are often variable in their depth. A corporate
approach that includes effective, integrated service and financial planning will be an important
tool in assisting with the continuous improvement that is at the heart of future local government
service provision under Best Value. Furthermore, as services are increasingly being delivered
across divisional boundaries, the need for co-ordinetion between these areas, in terms of service
and planning processes, is crucial.

Our review was of the position prior to implementing Best Value structures and focused on the
corporate considerations, service planning and finencial planning arrangements. Our assessment
of the links that exist between the main elements of the corporate planning structure at Rochford
are set out in Figure 3 below.

igiice i Linkages biveen, plaris (itor solBEseYilie) i

Source: Pannell Kerr Forster

Valua for Money 6
22 Decamber, 1999%/Final
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27

2.8

A comprehensive corporate planning structure would be expected to have strong two-way links
between all of the areas of the above chart. The key issues highlighted from our review of the
Authority's framework are summarised in Figore 4 below:

Figure 4: The Authority's Approach to Service and Financial Planning

Corporate considerations

*»  Prior to the development of new policies to respond to Best Value, Rochford had a Corporate Plan
which had g strong community vision and gave good direction to service planning.

»  There is, however, a need for the Authority to devise a consultation sirategy to underpin both
Juture corporate planning and service level planning.

*  The Authority should carry out an annual assessment of the extent of achievement of corporate
obfectives.

Service Planning

*  There are a number of links between the service planning at Rochford and other areas of the
overall corporate structure.

s Service planning has not been iruly medium term in nature because target dates have not been set
Jor achleving objectives and service plans have not had a financlal dimension.

o The level of performance review has been guite extensive, although much of this has focused on
the monitoring of a number of quantitative service indicators and high level financial performance
rather than the achievement of specific qualitative service objectives.

Financlal Planning

»  The annual budget preparation continues to provide the main focus for financial planning, with
Increases In expenditure being largely pre-set in the external contracts and service plans being
affected by the resultant financial decisions.

*  The use of external contraciors has enabled financial planning to become more medium term in
ceriain areas as costs can be forecast with a degree of cerlainty over the period of the coniraci.
However, this does not facilitate reviewing the allocation of resources io ensure that policy
priorities are addressed within available resources.

Source: Pannell Kerr Forster

We are aware that some progress has been made in addressing these issues in preparation for
Best Value, in particular the development and approval of a new corporate plan and the
strengthening of links to service planning,

Overall conclusions

We have concluded that the Authority recognises the benefits of improving its planning
processes and as a result progress has been made in the development of its arrangements prior to
the advent of Best Value. There is however, scope for further improvement and we have
recommended to Officers that:

Value for Money 7
22 December, 1999/Final
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I

* An appropriate level of consultation is undertaken in setting both the revised corporate
objectives and the relevant service priorities within them;

* Information should be obtained on the level of resources required to meet the agreed policy
objectives of the Authority. This information should feed into the preparation of the budget
ie moving towards service priority or policy based budgeting, rather than incremental
budgeting; and

¢ The current procedures for monitoring the level of performance should be improved,
through the use of qualitative indicators that consider the achievement of both corporate and
service objectives.

Recommendation
Members should monitor progress in implementing these recommendations.
Income & Charging Review
2.9  Local authorities have the power to charge for a number of activities, although ‘there are only a
few sources of income which generate significant revenue. The principal sources of income for

the Authority, other than those for planning which were excluded from our audit, are shown in
Figure 5 below. -

CarParks  TaxiLicensing  Cemeteries Transport Environ'l Recreation
Health Grounds

Source: Pannell Kerr Forster

2,10 Our study assessed how the Authority manages its charging policies and makes use of the
income received. We reviewed the four key considerations in setting charges, namely the
financial context, the policy context, the market context and the design of the tariff. These were
addressed through an overview of the Authority’s arrangements.

Value  for Money 8
22 Decamber, 1999/Final
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2.11

Our findings are summarised in Figure 6.

Figure 6:; Thé Autliority s approach fo:inconie and cliarging
Financial Context Policy Countext
. Rates of cost recavery vary between charged o Some sirong links between charging and
services service palicies.
. Limited knowledge of who the beneficiaries |»  Limited ability to influence charges made .
of service subsidies are. by comiractors (particularly leisure} so as
. Unit costing should be used where possible 1o reflect the Authority's policles.
{o increase charges. ¢ Some varlation in the concession schames
In use within the Authority - need for a
corporate policy on concessions.
e Need to carry out delailed review of extent
| to which Saturday aflernoon car parking
policy has achieved policy objectives.
Market Intelligence Tarifl design
. Some level of awareness of competition, e Bargain prices exist for season tickets with
affected by use of contractors. car parks.
Source: Pannell Kerr Forster

2.12  We have concluded that overall, many of the key considerations in setting charges identified by
the Audit Commission are, to some extent, taken into account by the Authority. These include
considering the cost of services, market rates, user views and the impact of service capacity.
However, there are several areas where the Authority could enhence its current arrangements.
We have recommended to Officers that:

When external contracts (particularly leisure) are renewed, provision should be included to
enable the Authority to influence charging structures and obtain all necessary user
information to monitor usage in relation to policies, albeit whilst ensuring the current VAT
position is not jeopardised;

Officers should ensure they are aware how much each service is effectively subsidised and
who benefits from these subsidies, to ensure that this fits with the overall policies of the
Authority; and

Concessions across all services, including those where external conttactors are employed,
should be reviewed to ensure consistency in approach, with a wew to introducing a
corporate guideline on their use and level.

Recommendation

Members should ensure that where contracts are externalised, charging arrangements reflect
as far as possible the Authority’s policies.

Value for Money 9
22 December, 1999/Final
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2.13

2.14

2.15

2.16

2.17

2.18

Community Safety Review

The Crime and Disorder Act 1998 set out specific provisions to tackle crime and disorder and
create safer communities. The Act places joint responsibility on key agencies such as local
authorities and police forces to form local partnerships, conduct ‘audits’, consult focal people
and develop & strategy to tackle crime and disorder in their area.

We have carried out 4 limited scope review of the Authority’s response to Community Safety in
the following areas:

s Compliance with the requirements of the Act; and

* Assessing whether the community safety issues have been well defined through the local
crime and disorder audit and the quality of consultation performed.

We have canciuded that, to date, the Authority has conducted all of the appropriate steps
required to ensure the requirements of the Act have been met. In addition, through its process
of consuitation the Authority has also performed an audit that has sufficiently defined the
relevant community safety issues within the District.

We requested the Authority to undertake a self review of the current status of their arrangements
across a number of areas, including:- '
s the partnership itself:

» the formulation of the strategy;

- ® monitoring procedures; and

* any resource implications.

We have noted from this that there are some areas where Rochford fee they have yet to make
significant progress. In particular, the arrangements for monitoring the progress of the strategy,
the involvement of local residents on a continuing basis and the agreed allocation of resources
to the work by all parties involved in the partnership, We will be recommending that Officers
continue to monitor the progress on addressing the Community Safety issues to ensure that the
partnership work towards the achievement of the objectives within the strategy.

VEM FOLLOW UP
Value for Money Indicators (VFMIs)

To support the national vaiue for money programme the Audit Commission has developed an
approach to following up certain value for money audits, by tracking authorities' progress
against selected indicators. This year the Audit Commission has produced. VFMIs on the
following studies: ' '

* Environmental Stewardship

o Recruitment and Training

Valua jor Money 10
22 Dacamber, 1999/Final
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2.19

2.20

2.21

2.22

We have reported to Officers on the Autharity's progress in these areas since the original studies
were undertaken, together with comparative mdlcators for similar authorities. The key issues
arising from this are set out below.

Environmental Stewardship

The indicators cover strategic response, waste reduction, waste recycling and waste collection.
The indicators demonstrate that the Authority has made progress since the time of the original
review. In particular, there has been an increase in the level of home composters distributed and
a rise in the level of household waste recycled. This is mainly attributable to the number of
households with separate collections for recyclable materials.

Key Indicators showing better performance Key Indicators showing worse performance
s Perceniage af households thal have begn »  Tomnes of household waste recycled per I,(00
provided with home composting confainers. households.
s Recycling at drop off sites per 1,000 s Net cost of recycling household waste
households. s Net cost of waste collection (excluding re:yaled
&  Recycling at clvic conenlty sites per 1,000 wmaterials) par 1,000 households.
households o Authority spend on conservation measures per
o Tonnes of household waste collected per HRA dwelling per annum.
1,000 households. |
s Percentage of househalds assessed in terms of
energy efficiency.

Source; Pannell Kerr Forster

The above indicates the Authority performs well in a number of specific areas. However when
the overall strategic position is considered, including issues such as environmental stewardship
accreditation and environmental action plans, the Authority’s performance is below many of its
neighbours within Essex.

We have recommended to Officers that the arrangements for environmental stewardship are
strengthened by ensuring that:

s An environmental action plan is developed with the aim of achieving specific quantifiable
tergets eg water savings;

» Environmental stewardship accreditation (in accordance with British Standards) be sought
where possible;

e Further consideration be given to the extensmn of the trial on the kerbslde recyclmg scheme
within the District;

e The reasons for the increase in the cost of collecting household waste be analysed and in
particular, the extent that the increase in the amount of waste coflected can be raduced; and

» Steps be taken to increase the number of houses in the District that have been formally
assessed in terms of energy efficiency.

Value for Mongy 11
22 December, 1999/Final
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2,23

2.24

2.25

"2.26

We understand that many of these recommendations are being considered in the light of the

Autharity’s response to the Bssex Waste Strategy.

Recruitment and Training

These indicators cover the following key areas:

e Recruitment -
o Training
= Personnel Cost

» Staff profile and Decentralisation

The indicators demonstrate that the Authority has made significant progress since the time of
the original review. In particular, the increase in the use of tests for both senior and junior
appointments, the percentage of staff still in post two years after appointment, the training spend

per employee and the reduction in the number of staff on short term contracts.

Key Indicators showing better performance

o  dverage thne between close date and Initial
offer.

» Percentage of senlor appointments made
where tests and interviews were used

e Percentage of junior appolniments made
whera tests and interviews were used

* Percentage of stqff appointed in past two
Years siill in post.

s Training spend per employee
o Training officers per 1,000 employees
o Percentage of siaff on short term coniracts

» Decentralised training budget as a
percentage of total tratning budget.

Key Indicators showing worse performance

*  Advertising cost per post advertised externally.
¢ Appointiments as a percentage of all staff
o [Leavers as a percentage of all staff.

Source: Pannell Kerr Forster

From an organisational perspective, looking at areas such as the use of standard forms for
recruitment, the use and existence of training plans and any monitoring procedures that exist,
the Authority has performed below many of its neighbours within Essex. This is mainly
because there are no written recruitment and, selection procedures and no formal training plans

within the Authority.

We have recommended to Officers that the arrangements for recruitment and training are further
strengthened by ensuring thet the reasons for the high number of advertised posts not being

filled are understood.

Value Jor Money 12
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2.27

228.

2.29

2.30

The current high level of appointments and leavers (expressed as a percentage of all staff) is
mainly due to the restructuring that has been taking place throughout the Authority. Once this
restructuring is completed, the level of staff turnover should be monitored going forward.

Progress on previous years’ reports

We have reviewed the Authority’s arrangements for ensuring that recommendations arising
from previous reports are promptly and properly implemented by:

¢ Establishing the statns of recommendations contained in previous reports; and

» Reviewing the monitoring procedures in place at the Authority for ensuring that reports are
actioned.

Status of previous reports

We have carried out a review of the Authority's progress in implementing the recommendations
outstanding at the conclusion of last year's audit.

Overall we are satisfied that the Authority has been considering the recommendations from
previous reports, however there appears to have been limited progress to date in implementing
the recommendations from last year’s studies. Our findings are summarised in Figure 9 below.

Hgure ;. Coparisan beiivoen 109 and 199

Key recommendation Progress
HOUSING BENEFITS
o The Authority’s response o |e* A corporate anti-fraud policy is now in place, which has

countering Housing Benefit Fraud
would be enhanced by the
development of an anti-fraud
policy, a review of precedures In
place for dealing with fraud and
setting and ntopitoring targets jfor
the benefits division.

specific reference to benefil fraud.

The majority of the detailed recommendations arising
Jeom the study have been considered by the Audit
Commitiee but there has been limited progress 1o date on
implementing them.

EARLY RETIREMENT

Members should be presented with
an annual report detailing the
number and financial effects of
early retirement.

Consideration should be given to
prodiicing a formal staffing and
succession plan and to introducing
measures fo reduce the incldence of
ill health

Members receive a six monthly report an early
retirement.

The staffing and succession plan and measures lo reduce
the incldence of ill health have not been implemented.

We pnderstand that the Authority has concerns over the
practicality of these recommendations given the potential
costs involved However, they are particularly relevant
to smaller authorities which are afien dependent on.a
small number of key stajfl

Source: Pannell Kerr Forster

Value jor Money 13
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Monitoring procedures

231  Whilst there is a good mechanism in place for following up Internal Audit recommendations,
there are no structured arrangements in place to ensure that all recommendations contained in
previous years’ external reports are implemented.

232 There is a need to devise a more efficient and effective way of ensuring that the

recommendations contained in audit reports are promptly and properly implemented, which
should include :

» Regular monitoring by line management of progress against implementation dates contained
in action plans (could form part of performance appraisal process);

s Test checking of recommendations to ensure that they have been adequately implemented,

¢ Obtaining and recording the reasons for fajlure to implement any recommendations by the
agreed date and securing revised implementation dates;

s Reviewing and assessing, from a corporate viewpoint, the acceptability of instances where
line managers do not agree to recommendations made; and

o Reporting the results of test checking and monitoring activities ta Members.
Recommendation

A formal process for moniforing the aclions taken in response to previous external audit
reports should be introduced and monitored by Members,

Vale for Monay 14
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3.1

32

3.3

MANAGEMENT ARRANGEMENTS

RESPONSIBILITIES

The Code of Audit Practice requires the auditor to consider the adequacy of the Authority's
arrangements for securing sconomy, efficiency and effectiveness in the use of resources. We
have met this duty by reviewing the Authority’s response to a number of pational issues
affecting local government as well as local issues identified as risk areas in our Outline Audit
Plan.

Scope of Review C'ouclusians

e Monitoring Year 2000 ¥ Good progress Is being made but
preparations divisional contingency plans have
still to be tesiad

* Reviewingtheextentaf  » No significant problems.
CCT Compliance

» Reviewing the > Euro bank account has besn opened
preparations for but an overall impact assessment
European Single should be undertaien
Currercy

o Reviewing Internal audit ¥ There were significan! resource
resources issues during the year which are in
the process of being addressed,

[ Source' Pannell Kerr Forster

Year 2000

The immovable Year 2000 deadline is now drawing near and overall preparations by the
Authority need to be reaching completion, In particular the Authority needs to have gained
sound assurance that its key financial and operational systems and processes will continue to

operate effectively. This ranges from IT processing systems to heating systems to electronic
equipment.

The Authority also needs to have developed contingency plans for possible disruption to its
operations or the community it serves through wider problems arising from Year 2000 issues,
These may include dlsrupnon to power, supphes or to transpart or difficulties experienced by
key suppliers. The aim of the overall project is to minimise the risk of a system failure which
would impact on the Authority’s ability to manage its affairs and deliver services. Such a
system failure could then impact on the general population of the area.

. Managemeant Arrangements 15
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3.4  The purpose of our review has been to assess whether the Authority is taking appropriate action
to ensure that there is no significant loss of service or financial problem carried through Year
2000 failures. It is not, however, within our remit to test systems for Year 2000 compliance.
Our comments should not therefore be construed as indicating that any of the systems
mentioned are Year 2000.compliant.

3.5  The Authority has made goed progress in preparing for Year 2000. However, there is still work
to be undertaken and one important area outstanding is the contingency planning which dictates
actions in the event of a systems failure. Whilst emergency planning with outside agencies is
well advanced, the testing of departmental contingency plans has not been completed. The
Authority must now ensure that this aspect of the project is given priority.

Compulsery Competifive Tendering

3.6  Whilst the compulsory competitive tendering (CCT) provisions have been repealed by the Local :
Government Act 1999, the CCT requirements continue until 2 January 2000 and authorities
need to ensure that they continue to fully comply. The repeal of CCT does not reduce the
obligation of the Authority to secure value for money in the future. It will continue to be
important for the Authority to demaonstrate that services continue to provide value for money as
part of the ongoing service review process under Best Value.

European Single Currency

3.7  The Treasury's Euro Preparations Unit produced a paper dated 1 January 1999 called ‘Local
Government Preparations’ which outlined the implications of the Euro for Local Authorities,
including;

o Existing foreign currency dealings with countries which had joined the Euro;

e The provision of advice to the focal community on the changes and the effect of the Euro on
them; and

» The potential need to pay some local businesses via the Euro.

3.8  The decision on whether the UK joins the Single European Cwirency is still awaiting a national
referendum. However, it is important that authorities carry out an impact analysis and begin to
draw up implementation plans for such an eventuality.

39 The Local Government Association has distributed a Euro Checklist to authorities as an aid to
considering the implications of the Euro. This covers various areas including organisational
systems, information technology, finance, legal, economic development and regeneration,
education, social services and other services. We recommend that the use of this checkllst is
considered by the Authority.

Management Arrangements 16
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3.10

3.11

Internal Audit Resource

During 1998/99 very litile Internal Audit coverage was provided within the Authority due to
staff shortages. As a result, a number of core systems were not subject to review in the year and
action plans from previous audits were not followed up, This limited the assurance provided to
the Section 151 Officer on the discharge of his duties conceming the adequacy of internal
controls within the Authority’s systems. In addition, the extent of our external audit testing of
core financial systems had to be extended due to the limited Internal Audit coverage, resulting
in additional cost to the Authority.

We understand that the Internal Audit department is now fully staffed and training has been
provided by Castle Point Borough Council. We have noted that there has been an improvement
in the standard of documentation and a more formalised approach to audit planning and we are
pleased to see that the progress against the Internal Audit plan is now being reported to
Members. We have recommended to Officers a number of areas where the Department’s
procedures can be further enhanced, including considering altematives for obtaining
experienced resource in certain specielist aress, such as computer audit.

Recommendation

We recommend that Internal Audit coverage should continue to be monitored, to ensure that
appropriate resource Is available.

Management Arrangements 17
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4.1

4.2

BEST VALUE

RESPONSIBILITIES

Best Value is a major and challenging initiative for local government. The Authority is required
to make arrangements to secure continuous improvement in the way its fumctions are exercised,
having regard to a combination of economy, efficiency and effectiveness. The auditor is
required to give an independent assessment of the Authority’s response to fthe Best Value
initiative which is due to be implemented in practice from 1 April 2000.

Figure 11: Addressing best value

Scope of Review Conclusion

* Monitoring progress against »

best value milestones There is still a lot to do to

publish an adeguate BVPP by
37 March 2000. The
Authority needs to develop a
consultation siralegy as a
matier of priority.

BEST VALUE * Discussions with Officers

» Learning from the national
VEM studles

Source: Pannell Kerr Forster

KEY ISSUES

The Local Government Act 1999 came into force in July 1999. As a result the Authority now
has a legal duty to achieve Best Value in the perfonnance of its functions. Authorities are
required to develop corporate objectives, service reviews and Best Value Performance Plans
(BVPP). Within service reviews they will be expected to demonstrate that they have addressed
four key aspects of Best Value:

Challenge:  why and how a service is being provided or if it should be provided at all

Compare: their performance across a variety of indicators with other authorities and
relevant outside organisations

Consult: with local taxpayers, service users and the business community in particular
about performance targets

Compete: by evidencing competitiveness as a means of securing efficient and effective
services .

They are also expected to have consulted in respect of the general development of the BVPP

within the Authority.

BestVelue I8
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4.3

4.4

4.5

The BVPP will be the koy public document, published anmually, that identifies the Authority’s
assessment of current performance, future priorities and targets for improvement. Although the
QGovemment is still to provide final statutory guidance, it has now issued a Consultation Paper
on the Draft Guidance. Authorities need to be well advanced in their preparations for Best
Value and have a clear timetable for completion of the task of publishing a BVPP.

The primary role of the anditor in Best Value will be to give an opinion on whether the Best
Value Performance Plan complies with legal requirements, and to report on the arrangements
made for achieving continuous service improvement. During the iast year we have discussed
with the Authority progress in meeting the legislative timetable and in develaping its approach
towayds the Best Value Performance Plan and service reviews. We have done this through:

e A guarterly milestones survey to check whether the Authority is likely to meet the
timetable;

» Periodic assessment of progress against an Audit Commission checklist enabling us to track
progress in other key areas;

o Discussions with the Authority; and

o The Service and Financial Planning review.

Our assessment this year of the Autharity’s preparations for Best Value in key areas is
summarised in Figure 12,

Figure 12: Preparations for Best Value

Key Issue Our assessment

Is there a Best Value Performance  Progress Is being made in developing many of the componenis
Plan in the process of development  of the BVPP. An outline of the BVPP showing the varlous

and is it likely to have been headings and an indication of contents has been produced.

produced, agreed and published by Time is tight, however, to complete the plan. This is

the 31 March 2000 deadline? particularly so given the need to incorporate Members'
: approval of the plan within the Committee timetable.

Is a Performance Management The Authority has developed revised corporate objectives.

system in place which will support  Service directors have been asked to develop service level

Best Value? objectives for the plan but these have not yet been produced.

Service directors will also devise local performance indicators
to respond to the obfectives but these have also yet to be
produced.  Targets need to be set for all indicators in the iop
quartile nationally.

Has the Corporate approach o the  The BVFPP outline referred to above contains provision for a

4 ‘c’s been developed? summary of the Authority's approach to the 4 ‘'c's but all
aspects of this (eg the approach lo compeiition) have not yet
besp developed. We refer elsewhere specifically 1o
consultation and benchmarking.

Is the corporate review anud service  An order of service review has been developed and was
selectlon procedure being presented to Members on 11 November 1999,
developed faking info acconnt

“worst first”?

Best Value 19
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4.6

Figure 12: Preparations for Best Value

Key Issue

QOur assessment

Has the service review
methodology been developed and
piloted?

An ouiline of the service review methodology has been
produced Two pilot services have been identified and the
[process of testing the methadology is about to commence.

Is consultation with Interested
parties in the community
underway?

The Authority has invited comments on aspects of its plans in
the Borough Newspaper. However, no direct consultation
with electors (ie where direct contact is made) has taken place
on corporate priorities. There is a need to address this in the

near future and we understand budgetary pravision may have ||

been made for this. The Authority needs to develop a
consultation strategy.

Source: Pannell Kerr Forster

There is still a lot to be achieved if the plan is fo be drafted, approved by Members and
physically published by 31 March 2000. An action plan with a timetable is being developed.
Whilst those involved are committed to the process, we believe it i3 necessary fo keep the
amount of resource allocated to the process under review. We are also concerned about the
limited nature of consultation on corporate priorities which has taken place to date. -

Recommendation

Given the fast approaching deadlines, we recommend that Members keep adherence to the
action plan under review. The Authority needs to develop a consultation strategy to deal with

Best Value on an ongolng basis.

Best Value
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3.1

3.2

a3

PERFORMANCE INDICATORS

RESPONSIBILITIES

The Authority has a legal responsibility to publish information relating to performance against
the Citizen’s Charter benchmarks by 31 December each year. We are required to express an
opinion as to the adequacy of the arrangements for collecting, recording and publishing these
indicators. Our approach to this obligation and the conclusions from this wark, are set out in
Figure 13 below.

N e T S T it B e
15: Mestingalie performnze indicatorsionjeciyes bR B TR i
Scope of Review Conclusions
e Review of the overall »  Arrangements for producing

arrangements to collecting, the indicators are broadly

recording and publishing sound, although some

indicators. reservations have been noted
and some changes will be
required to previously
reported indicators.

o Audit of the indicators as set > Most of the Autharity’s
out In the audit guide produced services are in line with other
by the Audit Comniission. similar authorities.

e Comparisons and follow up of
arcas where the Authority's
performence is upusual or
unaxpected.

Source: Pannell Karr Forster

KEY ISSUES
Production of Indicators

The Performance Indicators were prepared and collated in line with the agreed timetable for the
audit. At the time of drafting the Management Letter, the audit of the indicators is in the
process of being completed and it is planned that the indicators will be published in December.

We have made a number of recommendations to Officers on areas where the process could be
made more efficient in future years. We have also found some instances where the relevant
direction has not been followed, which will result in changes to previously reported indicators.

Performance Indicators 21
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From the audit work completed we will be making four changes to the indicators reported in

1998, which are detailed below:

Figure 14: Changes to indlcafors reported in 1998

Tadicator Originally Revised
reporied In 1997/98

1997/98

Dealing with the public

The number of the Authority's buildings in which afl suitabla 2 1

public areas are suitabie for and accessible to disabled persons.

Daes the Authority have a comprehensive published policy to Yes No

provide services fairly to all sections of the community?

Does the Authority foymaily monitor how it carries out this policy? Yes Ne (

Housing

Doaes the Authority follow the Commission for Racial Equality’s Yes No

Cade of Practice in rented housing?

Source: Pannell Kerr Forster

We also anticipate expressing reservations in our opinions on the following indicators,

Figure 15: Reservations on Performance Indicators':." - - ="

Indicator

Reservation

Housing

o The average time taken to relet dwellings available
Jor letting or awaitlng minor repalys in weeks

»  Does the Autharity follow the Commission for Racial
Eguality's Code of Practice in rented housing?

» The indicator Is based on data collected in

98/99, however no working papers were
kept for us to be able to audll the figure.

We were informed that the Authorily does
not have a copy of the code. Unable io
confirm whether code followed in 98/99.

Homelessness

o The average mumber of homeless households in
lemporary accommodation i:;rlng the year in bed
and breajgfast and hostel aceommodation and other
accommocation

»  The average length of stay in bed and breakfast and
hostel accommadation (weeks)

> Large unexplained varlameces between

97/98 and 98/99. No working papers to
support 97/98 indlcators and different
depariments calculating 98/99 figures.

Data only avallable for the perlod
October to March. Therefore unable to
accurately compute Indicaior for the
whole year.

136
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3.5

5.5

Figure 15: Reservations on Performance Indicators

Indicator Reservation

Planning and Land Searches

» The percentage of householder applications | > Indicators based on data collected in 98/99 but
decided within 8 weeks. no working papers kept. 98/99 data

inaccessible due to updated compulter systems.
o The number of adveriised depariures from the
statutory plan approved by the Authority.

s Percentage of standard searches carried out In
10 working days.

Leisure and Recreation
s The number of playgrounds and play areas | » Statistics not available for number of under

provided by the council per 1000 children under 12%s. Caleulations use average of under 10's
12 and I4’s. Statistics for under 10's and 14’s
were estimalted for 1997/98.

s  The net expenditure per hectars on parks and | » Same number of hectares used as last year and
open spaces. not updated.

s The average number of days taken to remove fly | > There ara records of when complaints are
tips. ' recelved and orders placed but there is no
Jormal record of when the work Is done.

Source: ngneﬂ Kerr Forster

We would encourage the Authority to improve collection arrangements in these areas to enable
an uncgualified opinion to be issued in future years.

Recommendation

We recommend that the arrangements for collecting and publishing performance Indicators
are reviewed in the light of the rescrvations to be reported on certain indicators.

Reporting Performance Indicators

The Citizen's Charter Performance Indicators are published and reported to Members annuzlly
and, where possible, also reported to Members quarterly. The Authority will now need to move
towatds integrating the national Performance Indicators with a locally developed framework for
performance review under Best Value, This will be particularly effective where there is a clear
link between the Pls and corporate and service objectives.

Performance

Our review of the indicators has identified that generally the Authority’s performance is
consistent with previous years. However, we did identify the following significant changes:

Performonce Indicators 23
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Figure 16: Significant Changes to Performance Indicators (greater than 20% variance)
Indicator | 199899 | 199798
Dealing with the public
The number of complaints determined by an ombudsman (none upheld) I 11 | 8
Housing
Capital expenditure on major repairs and improvements per dwelling for the |  £227.37 £170.97
year
The percentage of dwellings that are empty: available for lettings or awaiting 0.7% 1.68%
minor repairs
The percentage of dwellings that are empty: others 0.05% 0.29%
The average time taken to relet dwellings available for letting or awaiting 6.4 4
minor repairs (in weeks)
The percentage of all current tenants owing over 13 weeks rent at 31 March 2.11% 1.24%
1999, excluding those owing less than £250 i
The average weekly repair costs per dwalling £13.67 £8.94
The averags weekly capital charges and ottier items (net) per dwelling £9.66 £14.82
Homelessness
The average number of homeless households in temporary accommodation 0325 6.5
during the year in bed and breakfast and hoste] accommodation
The average number of homeless households in other temporary housmg 0 10.75
during the year
The average length of stay in bed and hreakfast and hoste] (weeks) 13 10
The average time taken to decide whether to accept people a5 homeless 41 5
{days)
Reflse collection
The percentage of household waste recyclad | 38™% | 3.21%
Planning and Laud Seqarches -
The percentage of householder applications decided within sight weeks 45% 12.5%
The number of decisions on planning appeals reported during the year 59 47
The number of advertised departures from the statutory plan approved by the I1 6
Authority
"The net expenditure per head of population £4.53 £5.79
Housing Bencfit and Council Tax Benefit
‘The cost of administration per claimant | £80.65 | £58.79
Lelsure
‘The net cost per swim/visit £0.84 £0.69
Total spending per head in sport and recreation £14.07 £12.28
The Local Environment
The percentage of responses to environmental health complaints and 94.5% 72%
requests provided within the target time '
| Highways and Streetlights
Net spending per head of population on public transport £0.86 £1.719
Source. Pannell Kerr Forster
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5.7  We have discussed these changes with Officers and are satisfied that the 1998/99 indicators are
supported. However, the changes should be investigated and fully understood. In some cases,
for example the homelessness indicators, the 98/99 figures have been calculated by a different
division and the prior year working papers have not been nvallable. Officers are currently
investigating the reason for these changes.

Comparison With Other Aunthorities

5.8  Incomparison with other authorities, we have identified the following areas where performance
is significantly different from the Authority’s nearest neighbour group as shown in Figure 17.

Figiire 175 Comparisons:witl Aithority s Nearest Neighboiir, Groiip;:

Indicators where Authorlty appears significantly | Indicators where Authorliy appears significantly
better than lts nearest neighbour group: worse than Ifs nearest neighborr group:

Dealing with the Publie: _ Planning and Land Searches:

Performance against target in answering letters. | The percentage of decisions on planming
applications decided within 8 weeks.

Performance against target In answering phone
calls. _ Homelessness:

The average time taken to decide whether to accept
people as homeless.

Source Pannell Kerr Forster

Recommendation

We recommend that Members monitor progress in areas where the performance of the
Authority has slipped from the previous year and where performance is significantly below
that of its nearest neighbour group,
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6.1

FINANCIAL STANDING

RESPONSIBILITIES

The Code of Audit Practice requires the auditor to give an independent assessment of the
general financial standing of the Authority, taking into account the Authority’s ability to meet
its known statutory and other financial obligations, whether actual or contingent.

—

Agiré 18 Meeting the financial sianding.oblecthve

Scope of Review

o Reviewing financial
standing at 31 March 1999

s Assessment of financial
performance in the current

year

o Consideration of the fitnre
Jinancial prospects

Conclusions

The financial position of the
Authorily at the year end Is
healthy, but steps will need io be
taken to address the budge! gap
in the medium term.

Budgetary control over general
Jund expenditure appears strong
although the assumptions in the
HRA budgei appear to have been

particularly prudent.

Source: Pannell Kerr Forster

KEY ISSUES

6.2  We have assessed the Authority’s financial standing at 31 March 1999 through consideration of
its budgetary performance, the level of reserves and balances, the collection of income,
management of the capital programme and the financial performance of trading activities. Our

findings are summarised below.

6.3  The Authority operates an effective budgetary control system which is monitored throughout the

year. This is demonstrated in Figure 19.

%ﬁg!.ééu .-'.-r. m!”.aq’:'bxgg"qg-ez 33 -_|-'c.!=“-!-l-& L T T A B i TR A L R L e
Committee Net (Under)/Over spend Percentage of Budgeted
£000 Expenditure

Transportation and Environmental (324) 3.7%

Services

Community Services Committea {155) 1.7%

Finance and General Purposes 456 5.1%

Committee - _ .

Source: Annual Statement of Accounts and 1998/99 Budget
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Financial Performance
General Fund

6.4  Excluding transfers from reserves, the original budget for 1998/99 of £6.5 million was 16%
above the Authority’s SSA (12.5% above SSA after the use of balances) and aimed to utilise
approximately £213,000 of general reserve balances, The actual outturn on the general fund for
the year was £22,000 better than budget before transfers to reserves.

6.5  Within this overall strong performance, there were & number of variances at committee {evel as
referred to in Figure 19 above. When the budget was set it was based on the assumption that
£255,000 of savings would be identified during the course of the year. In the event savings
were achieved across most categories of expenditure.

Housing Revenue Account

6.6  The deficit of £89,600 on the Housing Revenue Account (“HRA™) was £397,000 lower than (
budgeted, primarily due to an increase of approximately £96,000 in rental income and savings

; in revenue costs of £200,000. There was also a reduction in the amount used to financial capital
expenditure of £83,000.

6.7  The significant underspend in the HRA does suggest that budgetary assumptions have been
particularty prudent end the closing balance of £1.1 million on the HRA at 31 March 1999
should enable flexibility when setting future budgets.

Conclusion

6.8  Budgetary control over general fund expenditure appears strong although the assumptions in the
HRA budget for 1998/99 appear to have been particularly prudent.

Reserves and Balances

6.9 At the end of 1998/99 the Authority held general revenue reserves of approximately £2.6
million (1997/98: £3.1 million). We have reviewed the levels of reserves and balances
maintained by the Authority, as shown in Figure 20 below. (

‘Figure 20:. Comparison of Revenue Reserves= 1996/97 (o:1998/99-- .~ i.;:i5y iy e

Revenue reserves

1400
1200 Jl

1000 4

£11268/09
M 1897/08
[11088/97

Tl

Qonorat HRA Buggal  Spech Vahiclos Othor
Fund Stategy Fiojecis  and Plent  eammarked

Source: Statement of Accounts ]
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6.10

6.11

6.12

As in the previous years, the general fimd balance has been maintained at £650,000 with the
remaining revenue balances being earmarked for specific purposes. The budget strategy reserve
of £739,000 is being held to meet a predicted budget gap over the next two years and £569,000
is expected to be utilised in 1999/2000. The remaining £1.2 million of balances is held for
specific projects, such as town centre regeneration.

We have compared the level of revenue reserves per head with the Authority’s nearest
neighbour group and other Essex authorities in Figure 21 Below. This comparison specifically
excludes the Housing Revenue Account balance,

Figure 21: Comparison of Revenue Reserves 1998/99: 11 7. = 7%

Revenue resuorves per head - comparison with nearest nalghbour group
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| Sourca; Rochjord District Councll Accounts

The comparison with other Essex Districts and the Authority’s nearest neighbours indicates that
the level of revenue reserves per head at Rochford is in the middle of the range. This
comparison tzkes no account of the extent that these reserves have been commiited or
earmarked.
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Prospects for 1999/2000 and future years

6.13  The 1999/2000 budget was set at net expenditure of £6.5 million, in line with the previous year,
after using £569,000 of the budget strategy reserve, Council tax is set at 4.5% higher than

1998/99. The budget again assumes target savings of £225,000 which had not been identified at
the time the budget was set.

6.14 Forecasts prepared by the Finance Department show that the Authority's budget sirategy reserve
will be fully utilised by 2001/02, hence the general fund balance, currently maintained at
£650,000 will begin to be eroded. The forecasts are illustrated in Figure 22 below.

Figure 22: Forecast General Fund Reserves

Farecast Ganaral Fund Resarves

800
700
600 1
g o [ B eenera
a 400 - ] Fund
300 1 1| WBudget
200 Racerve

100 1

1988/09  189%/00 2000/01  2001/02  2002/03

Source: Rochford Finance Depariment

6.15 Whilst the forecasts are not prepared to the level of detail of the Annual Budget, they illustrate
the financial problems the Authority will begin to face unjess action is taken now to address the
‘budget gap’. The forecasts also do not include any contingency allowances for the renewal of
major service cantracts or the likely costs of the Waste Diversion Strategy, if this is approved.

6.16 Our work on ineome and charging has identified ways in which the income to the Anthority
could be ephanced, without necessarily 1mpactmg on policy objectives, The need to ‘challenge’
the method or reason for delivering services under Best Value may also highlight opportunitiss
for cost savings in other areas,

Conclusion

6.17 The need fo achieve a balanced budget in the medium term is one of the key issues facing the
Authority. Unless alternative sources of finance are found, or significant cost savings are
achieved, the Authority will not be able to invest in major service enhancements such as the
Waste Diversion Strategy or improvements to leisure facilities.
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Recommendation

Members should continue to consider ways of implementing cost saving or Income generating
measures 1o obiain a balanced budget In the medium term.

Arrears

6.18 We have reviewed the arrears and resulis of income collection across the Authority to assess the
impact of this on the Authority’s finances. These are summarised in Figure 23.

I_E‘igureZS: Incarye. Cé_l!e_ctiau - - .’. O

Arraars
300
a0 |
200 ] -
° ! |E|1998I99 i
5 150

m1907/98
01996/97 |

Council Tex Rent

Arrears as a parcentage of incoma

4 00% -
3 50% +
3 00% |
2 60%
£ 200%
150%
100%

ool
0.00%

Councll Tax

—1 [m1e98/80
—| {m1997/08
[1908/07

Rent

Source: Rockjord District Conncil Accounis
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6.19

6.20

6.21

Whilst council tax and NNDR arrears have fallen in absolute terms and as a percentage of
income, housing rent arrears have increased and now represent nearly 2.1% of rental income:
We understand that rent collection procedures were hampered by staff shortages and
irrecoverable amounts were not written off during the year. We have recommended to Officers
that write-off procedures should be followed and improvements should be made to the housing
rents information systems to ensble arrears to be monitored more closely in future.

Capital Programme

Capital expenditure of £1.6 million was undertaken during the year compared to a budgeted
spend of £2.2 million. Approximately £120,000 of the total underspend of £600,000 related to
improvement grants, which are essentially demand driven. However, the balance of £480,000
related to underspends and slippage in the capital programme. In particular, investment in the
Authority’s housing stock was £300,000 less than budgeted, the largest saving being in

capitalised repairs. i

We understand that the budget for the HRA was particularly prudent and that the saving against
budget was largely a result of underspends, rather than a delay in completing programmed
work. '
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7.1

7.2

7.2

FINANCIAL STATEMENTS

RESPONSIBILITIES

The Code of Audit Practice requires the auditor to give an opinion on the Authority’s Statement
of Accounts. This requires that we satisfy ourselves that the Statement of Accounts is free from
material misstatement, whether caused by fraud or other irregularity or error and complies with
relevant statutory and other requirements. :

Figure 24: Forming our opinion on your financial statements

Scape of Review Conclusions

o Assessing systems reliance > We plan to issue  qualified

T opinion on the 1998/99
' COUNCIL ) ﬁz:ﬁgﬁ;cﬁfrg? . iﬁﬁ:;t ,ff;“::f;;;; s the
:}l‘b?l%‘h‘}gﬁs : environment implemented the requirements of
T s Reviewing accounts capiial accounting.
. preparations » The schedules and information
o Reviewing disclosures f;::ﬁeg;?"f;‘ff:& the accouris

» Completing analytical review
and testing of balances.

Source: Pannell Kerr Forster

KEY ISSUES
Opinion

The Statement of Accounts was produced and presented for audit prior to the 30 September
deadline and in accordance with the timetable agreed with Officers. A detailed list of schedules
and information required for the audit was provided to the Authority in February 1999.
However, the file prepared in support of the accounts did not contain many of the schedules
requested and the audit trail had fo be identified during the course of the audit. Following our
review of the accounts, a number of adjustmenis were agreed with management and we are
currently awaiting a revised draft of the Statement of Accounts incorporating these adjustments.

‘We have requested that Officers re-present the published accounts to Members when finalised.

We have discussed with Officers our intention to issue a qualified opinion on the Statement of
Accounts, a5 the Authority has not fully implemented the requirements of capital accounting.
The main areas which will need to be addressed to fully implement capital accounting are as
follows:
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* The Authority maintains a fixed asset register which records details of land and property.
Whilst there are inventories recording fixtures, equipment and other assets, they do not
include values and, other than IT and vehicles, were not updated during the year. The value
of these assefs in the accounts is estimated to be 15% of the building valuation and all
additions in the year are written off to reserves.

Without a detailed costed asset regisier, we are unable to form a view on whether the value
included in the accounis is materially accurate. We are also concerned that there were no
procedures in place for controlling and safeguarding these assets during the period of our
audit.

* The Authority’s land and buildings are subject to a rolling programme of revaluations,
However, the valuations have not been undertaken on a systematic basis and, contrary to the
capital accounting requirements, some assets have not been revalued in the last five years.
We have also not been provided with any evidence to support the internal velvation of car
parks and the reasonabless of the 3% annual uplift applied to ali assets between vahiations.

——

* None of the Authority’s assets are depreciated. Local government accounting guidelines
require all assets to be depreciated, unless it can be demonstrated that they are being
maintained to such an extent as to render the depreciation change not material. We have not
been provided with any evidence to support the policy of not depreciating assets.

* Capital expenditure which does not give rise to an asset, eg grants to third parties, is
currently written off to reserves, rather than charged fo committes service costs. This
treatment, coupled with our concemns over the valuation of assets, means that service costs
may not reflect the true cost of capital. For example, the expenditure on new software in
1998/99 has been written off to reserves and not charged to the services using the new
systems.

¢ The asset register for land and property used to prepare the Accounts is not integrated with
the records held by the Solicitor. A number of errors have been noted in the accounting
rocords as the procedures for identifying property additions and disposals are not
sufficiently robust.

We have discussed with Officers an action plan to ensure that these issues are addressed for the ¢
1999/2000 andit.

Recommendation

Members should request regular updates of progress against the action plan to ensure that
the requirements of capital accounting are fully implemented in the current year.

Control Environment

We have sought to adopt the principles outlined in the Audit Commission’s managed audit -
approach to' streamline the work we do to give an opinion on your Statement of Accounts. This
inchudes working constructively, yet independently, with your management and seeking to place
maximum reliance on your overall control environment. In particular we have assessed the
strength of the high level monitoring controls, the operation of financial information systems,
the accounts closure processes and the quality and exient of Internal Audit coverage.
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1.5

7.6

1.7

As there was limited Internal Audit coverage and the audit trail was not complete at the start of
the audit, we assessed the controls over the preparation of the accounts to be weak. We
therefore undertook additional substantive testing of balances and transactions to enable us to
form an opinion on the accounts. We have discussed with Officers a number of matters, in
addition to capital accounting, that should be subject to review when preparing the 1999/2000
Statement of Accounts.

Changes for 1999/2000

The Code of Practice on Local Authority Accounting in Great Britain 1999 was published
earlier this year and applies to local authority financial statements for 1999/2000. The broad
basis of local government accounting remains unchanged but there are a number of additional
issues which need to be addressed including changes to the use of provisions and accounting for
fixed assets.

We will be discussing with Officers the Authority’s preparations for accommodating these
changes during our planning for the 1999/2000 audit.
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8.1

8.2

8.3

SYSTEMS ADEQUACY

RESPONSIBILITIES

It is the Authority’s responsibility to maintain adequate and effective financial systems. The
Code of Audit Practice requires the auditor to evaluate the financial systems and controls for the
purposes of giving an opinion on the accounts and fo report on the adequacy of the systems.

Figure 25: Meeting the systems adequacy objective
Scope of Review

Conclusions

o Systems risk reviews

o Individual system control

SYSTHEMS raviews

ADEQUACY. . .

* Review of the wark and
Jindings of Internal Audit

Your systems in place to control
and safeguard fixed asseis are nol
adequate for us 1o place reliance
on them for the purposes of
reaching our audit opinion.

With this exception, we consider

that the financial systems are
adeguate.

» Internal Audit coverage was not
sufficient to enable the Managed
Audit approach to be adopted.

Source: Pamnell Kerr Forster

KEY ISSUES
Finanecial Systems

Through the application of the principles of the “managed audit” we seek to place maximum
reliance on Internal Audit. In reaching an opinion on Internal Audit’s work on the core
financial systems, we re-perform such of their work as we consider necessary. As noted earlier,
the extent of testing undertaken by Internal Audit during the year was limited and we therefore
increased our testing of the core systems to compensate for this.

We have considered your main financial systems in accordance with the cyclical programme set
out in our Ontline Audit Plan. We have assessed their adequacy for us to place reliance on them
for the purposes of reaching our audit opinion. Our system evaluations are based on an
assessment of the system risks, analytical review, Internal Audit coverage and findings and walk
through testing of controls. Our conclusions are set out in Figure 26.
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8.4

8.5

8.6

a.7

8.8

Figure 26: Assessment of Financial Systems

Reviewed Matters reported
and evaluated Tested to Officers

Core Systems
General Ledger
Counci] Tax
Housing Benefits
Housing Rents
Sundry Debtors
Creditor Payments
Payroll

NNDR

Cash Receipts
Subsldiary Systems
Members and Officers Expenses
Treasury Accounts

RN N S S
AN Y T T S S
= LAsL K

4 <

|| Seurce: Paunell Kerr Forster

Whilst the fixed assets system was not selected for review this year in our cyclical programme,
our work on the final accounts identified significant concerns over the systems for recording
and safeguarding fixed assets, which we have refetred to in paragraph 7.3.

With this exception, we concluded that the systems reviewed were broadly sound and that
reliance could be placed on them for opinion purposes. However, we identified some areas
where controls could be strengthened. These matters have been discussed with Officers and
resolution of the issues raised will be followed up duting the 1999/2000 financial year.

Infoermation Systems Audit

In the first year of our audit, our information systems work has focused on procedures in place
to safeguard the systems and ensure the security and integrity of data.

We have identified some areas where controls are insufficient to ensure data integrity in, the
event of a system failure. We have recommended to Officers that information system controls
would be enhanced by the preparation of a disaster recovery plan and the use of more rigorous
access controls,

Internal Audit Work

Our audit has included an assessment of the Internal Audit function to establish the quality of
service delivered, compliance with professional practices and the extent to which we can place
reliance on their work to support our audit. Our review included consideration oft

¢ staffing and structures;

« methods and procedures;

Systems Adequacy 16
22 December, 1999/Final

" 150




Rochford District Council December 1999

s planning and audit coverage; and |

¢ completed audit work.

8.9  Our assessment of Internal Audit is that the work carried out in 1998/99 was not sufficient for
us to adopt the Managed Audit approach. We were, however, able to place reliance on their
work in respect of the creditor payments systems. We have made several recommendations to
Officers to enhance the procedures of the Internal Audit department, including formalising the
basis of sample testing and considering alternatives for obtaining experienced resource in
certrin specialist areas.

8.10 We are pleased to note that there has been an improvement in the procedures in the current year
and we understand that the viability of obtaining specialist resource from other authorities is
being explored.
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8.1

92

9.3
94

FRAUD AND CORRUPTION

RESPONSIBILITIES

The Code of Audit Practice requires the auditor to give an independent assessment of the
Authority’s arrangements for preventing end detecting fraud and corruption. The overall
responsibility for the prevention and detection of fraud and corruption remains with the
Authority and its Officers.

Figure:27s-Moetlig the fraiudand corruptior objaitiver i
Scope of Review Conclusions

s Arnnual fraud risk
assessment »  Our work has identified no

»  Raviewing the Authority's significant weaknesses in the
overall arrangements Authority's arrangements.

* Assessing the scope of ¥  The arrangements would be
Internal auclit work enhanced by clear guidelines on
Tasting hich risk the actions required if Sianding

> [esling ligh risk areas Orders or Finoncial Regulations

e  Following up on Audit are breached.

Commission Fraud
Flashes

Tgaurce.' l-’armeﬂ Kerr F orsfer

KEY ISSUES

Our assessment of the Authority’s overall arrangements for preventing and detecting fraud and
corruption has included reviewing specific areas on a cyclical basis using the Audit
Commission’s Fraud Manual. The areas reviewed this year were:

¢ Car parking;

* Loans and Investments; and

* Expense claims.
There were no matters arising from this work that we wish to bring to the attention of Members.

We have also carried out a high level review of attitudes to fraud, policies and guidelines, staff
recruitment procedures, the extent of internal audit and the overall control structures in place.
We have concluded that the procedures employed by the Authority are generally satisfactory.
However, we have recommended to Officers that a formal policy detailing procedures to follow
in the event of a breach of Standing Orders or Financial Regulations is introduced.
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10 LEGALITY

RESPONSIBILITIES

10.1 The Code of Audit Practice requires the auditor to give an independent assessment of the
Authority’s arrangements for ensuring the legality of transactions that might have a financial
consequence. We are also required to take reasonable steps to inform oursefves of significant
financial transactions that are unusual or of questionable legality.

\Figiire 28 Mecling the legallty obiscsiy

[T

Scope of Review Conclusion

¢ Review of overall {
arrangements Jor ensuring
the legality of the Autharity s
actions

o Conslideration of specific »  Our work has identified no
Issuees raised by the Audit significant weaknesses in the
Commission Authority's arrangements.

o Belng alert to legality Issues
in consider ing major
transactions

Source: Pannell Kerr Forster

KEY ISSUES
Overall Arrangements

102 We have assessed the Authority’s arrangements for ensuring that it complies with relevant (
legislation and operates within its powers. The main elements of these arrangements include:

o The availability of the Authority Solicitor to give advice;

¢ Review of all reports to Council by the Monitoring Officer;

» Review of key teports to Committee by the Monitoring Officer; and
s Legal support on all contracts,

10.3  We Have identified no issues of legality ddring the course of the year which we need to bring to
your attention. L |
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Questions and Objections

104 The Audit Commission Act 1998 and the Code of Audit Practice require us to take note of any
information or questions received from local electors.

105 The Day of Public Rights took place on 27 August 1999, at which there were no formal
objections received from members of the public in connection with the Authority’s accounts.
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11

11.1

11.2

11.3

GRANT CLAIMS

RESPONSIBILITIES

A key element of our regularity programme is the audit and certification of claims for grants
from government departments. This work is required to be carried out in accordance with the
Grant Instructions agreed between the Audit Cornmission and the relevant department.

Figure 29: Auditing your grant claims

Scope of Review Conclusion

» Review of arrangements for
preparation and submission of

o grant claimg » The arrangements for
GRANT CLAIMS, completing grant claims are
- » Assessment of systems reliance soundly based.

o Audit in accordance with Audit
Commission instructions

Source; Pannell Kerr Forster

KEY ISSUES

We have liaised with Officers throughout the year to establish the grant claims requiring audit
and the Authority’s timetable and other amangements for their preparation. The majority of
grants have a 31 December 1999 or later deadline and therefore our audit bas not yet been
completed. However, from our review of the preparatlons and the grant claims reviewed so far,
we are satisfied that the Authority is approaching this in an appropriate way and there are 1o
significant issues to bring to your attention.

The following grant claims have been submitted:
»  Challenge funding;

» Housing Subsidy 2000/01; and

+ NNDR Final Contribution.

The status of the remaining grants to be submitted is shown in Figure 29.
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Figure 30;: Piogress.on grant dertification. -
Grant Claim Deadline for Status
submission
Housing and Council Tax Benefit 31 December 1999 Grant received and audit in progress
Housing Subsidy 1998/99 31 January 2000 Grant received and audit in progress
MIRAS 31 March 2000 Grant received and audit in progress
Capital Receipts Return 31 March 2000 Grant received and sudit in progress
Source; Pannell Kerr Forster

114 From the work undertaken to date, we have concluded that the Authority has good arrangements
in place for the accurate and timely completion of grant claims.
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12.1

12.2

12.3

124

12.5

12.6

ISSUES FOR 1999/2000 AUDIT

We will shortly be producing a drafting Outline Audit Plan detailing our proposed work at the
Authority in 1999/2000. The following topics are some of the key issues which we shall
address during the audit. :

VALUE FOR MONEY STUDIES

The Value for Money programme will be determined by an assessment carried out in
conjunction with Officers and teking into account the priorities indicated by the Audit
Commission. There is one national study which will be applicable to the Authority for
1999/2000, namely Asset Management. The Asset Management study focuses on improving
the effectiveness of property management at the Authority including:

» Constructing and maintaining an effective property database;

o Benchmarking asset performance;

= Using properties to support wider service objectives;

s Management of commercial properties; and

e Practical issues of space utilisation, building maintenance and energy and water usage.

The Audit Commission has indicated that it will continue to require at least 30% of the audit
programme to be allocated to VFM work. It is expected that the balance of the VFM work,
other than asset management, will comprise reviews of management arrangements and ocal

projects which will be carried out to address specific issues and to assist anthorities to move
towards best value in their services.

In addition we will continue to follow up progress on recommendations from previous studies
carried out at the Authority.

MANAGEMENT ARRANGEMENTS

As part of our ongoing review of management arrangements we will continue to review the
Authority’s response to legislative issues and developments. In particular, we will focus on the
action taken on the Government's proposals on political management structures.

Legislation has been drafied, and has been included in the Queen’s speech, which will require
all authorities to review and amend their political management structures. The new
arrangements, which are intended to clarify accountability and streamline decision making, are
likely to require authorities to adopt one of the three models:

» Direcily elected mayor and cabinet;
» Cabinet and leader; or
¢ Mayor and council manager.

The Queen’s speech suggested that public consultation may be necessary on this issue.
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12.7

12.3

129

12.10

At Rochford, you have not implemented a new structure in advance of legislation although you
are in the process of considering your options for the future. It is important that this review
takes account of other changes to Officer and Member structures which will be required to
implement Best Value,

REGULARITY AUDIT

Financial Systems and Opinion

We shall conduct work in relation to the- Authority’s core and subsidiary financial systeﬁ:s,
developing our cyclical audit plans based on liaison with Intefhal Audit and our initial andit
planning. This will include a follow up of action on the issues identified during the current
audit. '

Frand and Corrupfion

We will continue to develop a progremme of work responsive to any matters arising from our
liaison with Internal Audit, initial planning and guidance received from the Audit Commission.

BEST VALUE

For 1999/2000 onwards we have the additional responsibility to carry out the audit of the
Authority's Best Value Performance Plan and to issue a report of our findings and judgements
by 30 June. The aim of these audits is to provide local people and ceatral government with a
clear indication of whether Bost Value is being obtained and it is designed to be complementary
to the Authority’s own review arrangemefigs. It can sapport the Authority by:

s Providing advice on best practice for preparing plans;
s Challenging authorities fo improve key aspects of performance; and
e Making comparisons ageinst national standards and local targets.

This work will be in addition to our responsibilities under the Code of Audit Practice and will
be subject to separate terms of engagement.

We would welcome the views of Members on suitable value for money projects and on any
other aspects of our audit proposals on which they would like to comment before our Outline
Audit Plan is finalised,

"t
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