  

  EXECUTIVE COMMITTEE – 12 SEPTEMBER 2005  
PART   I -   DELEGATED  
  9.
AUDIT COMMISSION COMPREHENSIVE PERFORMANCE ASSESSMENT (CPA), USE OF RESOURCES JUDGEMENT & VALUE FOR MONEY (VFM) SELF ASSESSMENT  

(DCR  )

1.
Summary
1.1
This report details the latest developments on CPA and seeks approval to a Value for Money Self Assessment prepared for the external auditor.  
2.
Details

2.1
In June 2005 the Audit Commission published CPA – the harder test, its new framework for the comprehensive performance assessment of single tier and county councils from 2005 to 2008.  

The framework for single tier and county councils is shown diagrammatically below:-


[image: image1]
2.2

Further consultation for district councils is overdue and the Commission has stated that it will produce a framework documentation early in 2006. However, the Use of Resources assessment will be conducted for all councils by their external auditors annually commencing this year. It comprises five elements, financial reporting, financial management, financial standing, internal control and value for money.

2.3
The overall Use of Resources score will be based on combining auditors’ scores for each of the areas covered:-

4=
Well above minimum requirements
- performing strongly

3=
Consistently above minimum requirements
- performing well

2=
At only minimum requirements
- adequate performance

1=
Below minimum requirements
- inadequate performance


The new criteria are more demanding than those used for the ‘auditors scored judgements’ previously applied to district CPA. ‘Adequate arrangements’ previously scored 3 out of 4, but the equivalent ‘minimum requirements’ now only scores 2. 

2.4
It is thought that as a very minimum an authority would need to score 3 to be ‘excellent’ or 2 to be ‘good’. It is hoped that this will be clarified in the further consultation.

2.5
As there is no updating of CPA categories for district councils in 2005, auditors will report the results of their assessment in March 2006. (The timetable for single-tier authorities and county councils is tighter, reporting in December 2005).

2.6
The purpose of the assessment is to demonstrate the quality of the Council’s financial management and the value for money that is already delivered, and to grasp the opportunity to further improve performance and raise standards.  

2.7
Each area consists of a number of Key Lines of Enquiry (KLOE). Audit Commission guidance gives descriptions of performance against each line of enquiry showing performance levels 2, 3 and 4.

2.8
Attached at Appendix 1 is an extract from the key lines of enquiry adapted to enable the Council to identify evidence to support compliance and determine what action is still required to achieve compliance. KLOE in bold and marked with an asterisk are “must haves”. Others may be achieved over a longer timescale. 

2.9
Officers have started gathering evidence to support those KLOE where the Council complies and to identify quickly the actions required to address the weaker areas.

2.10
The VFM judgement will draw on a self assessment by the Council. Districts are expected to return their VFM self assessments to their auditors by the end of this month. Auditors will complete use of resources fieldwork by mid-January in order to report at the end of March 2006.

2.11
Officers have prepared a draft VFM Self Assessment which is attached at Appendix 2 (to follow).

2.12
Under the new Code of Audit Practice from 2005/06, in addition to their opinion on the accounts, auditors will be required to give a positive conclusion as to whether the body has put in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources (the value for money conclusion). As the criteria for the VFM conclusion and use of resources judgements are closely linked, auditors work in relation to both will be integrated to avoid duplication. As a guide, councils not achieving use of resources level 2 are likely to have their accounts qualified.

3.
Options/Reasons for Recommendation
3.1
  The recommendation is made in order that the Council’s Value for Money Self Assessment may be submitted to the external auditor.

4.
Policy/Budget Implications
4.1
The recommendations in this report are within the Council’s agreed policy and budgets. The purpose of the report is to update members on the latest CPA developments. The new method of scoring individual elements means that standards will have to improve to achieve a similar score as achieved under the earlier CPA rules. It is hoped that the VFM Self Assessment will score at least level 2.  
5.
Financial Implications
5.1
If the recommendation is accepted there will be     no changes to the budget or the efficiency gains already agreed by Members. However the external auditors in their Outline Audit & Inspection Plan state that the amount of their fee (included in the Council’s budget) is based on their current understanding of the work required to reach their judgements on Use of Resources and VFM, and consideration of the Annual Efficiency Statement (Gershon savings). The auditor states that, since the detailed approach has not yet been finalised by the Audit Commission, “if the scope of the work in these areas significantly changes this will have an impact on the proposed audit fees and we will agree with you any required amendments to resources and the fees”.

6.
Risk Management Implications
6.1
  The following table shows the risks that have been identified and gives an assessment of their impact and likelihood in accordance with the Council’s Risk Management Strategy:-

Description of Risk
Impact
Likelihood

1
Not to submit the self assessment would run the risk in the first instance of an adverse audit report, but is likely to lead to a worsening CPA assessment
III
F

Note: 

1.
For the meaning of the assessment score see the key to the matrix in paragraph 13.2 below.

2.
For the definitions of ‘catastrophic’, ‘almost certain’, etc, see the extract from the ‘Risk Management Strategy Statement’ at the end of the agenda.

6.2
The above risks have been prioritised in the matrix below.  The Council has determined its aversion to risk.  It is prepared to tolerate risks where the combination of impact and likelihood are shaded in the bottom left in the table below.  The remaining risks require management and monitoring.  Those combinations of impact and risk shaded centrally below are less time critical but those shaded to the right require immediate management and monitoring.
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6.3

In view of this assessment no action plan is required at this time.

7.  
Financial, Legal, Equal Opportunities, Staffing, Environmental, Community Safety, Customer Services Centre, Website and Risk Management Implications
7.1  
None specific.

8.  
Recommendation
8.1
That the Committee notes this report and approves the contents of the Value for Money Self Assessment proforma.  

Background Papers


  CPA – the harder test – Audit Commission June 2005


Use of Resources – Guidance for Councils – Audit Commission June 2005


Key lines of enquiry for Use of Resources – Audit Commission June 2005


(These documents can be found on the CPA section of the Audit Commission website).


Report prepared by:
David Gardner – Director of Corporate Resources    

The recommendations contained in this report DO NOT constitute a KEY DECISION. 

APPENDICES / ATTACHMENTS

  Extract from Use of Resources -  Key Lines of Enquiry – Evidence and Actions Required


Draft Value For Money Self Assessment – to follow

APPENDIX 1

4
INTERNAL CONTROL
How well does the council’s internal control environment enable it to manage its significant business risks?

Key Line of Enquiry

4.1
The Council manages its significant business risks


Audit Focus:

Evidence that

· The Council has a risk management process in place

· The risk management system covers partnership working

Level 2

a)
* The council has adopted a risk management strategy/policy that has been approved by members.
Evidence
Action Required






b)
* The risk management strategy/policy requires the council to:

· identify corporate and operational risks

· assess the risks for likelihood and impact

· identify mitigating controls

· allocate responsibility for the mitigating controls.
Evidence
Action Required






c)
* The council maintains and reviews a register of its corporate business risks linking them to strategic business objectives and assigning ownership for each risk.
Evidence
Action Required






d)
* There is a member committee with specific responsibility included in its terms of reference to consider corporate risk management. 
Evidence
Action Required






e)
* Reports to support strategic policy decisions, and project initiation documents, include a risk assessment.
Evidence
Action Required






Level 3

f)
* The risk management process is reviewed and updated at least annually.


Evidence
Action Required






g)
* The risk management process specifically identifies risks in relation to partnerships and provides for assurances to be obtained about the management of those risks.
Evidence
Action Required






h)
All staff have been given appropriate training and guidance to enable them to take responsibility for managing risk within their own working environment.
Evidence
Action Required






i)
* The members with specific responsibility for risk management have received risk management awareness training.
Evidence
Action Required






j)
* The member committee with responsibility for risk management receives reports at least quarterly and takes appropriate action to ensure that corporate business risks are being actively managed, including reporting to full council at least annually.
Evidence
Action Required






Level 4

k)
A senior officer and member jointly champion and take overall responsibility for embedding risk management throughout the council.
Evidence
Action Required






l)
The council can demonstrate that it has embedded risk management in its corporate business processes, including: 

· strategic planning

· financial planning 

· policy making and review

· performance management
Evidence
Action Required






m)
All members have received risk management awareness training. 
Evidence
Action Required






n)
The council considers positive risks (opportunities) as well as negative risks (threats).
Evidence
Action Required
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