genda Item No: ‘oD

Peormance Summa Report VA‘ g(%lnqin%ISSI on

November 2005

Use of Resources
Assessment

Walsall Metropolitan Borough Council

Audit 2004-2005



The Audit Commission is an independent body responsible for ensuring that
public money is spent economically, efficiently and effectively, to achieve
high-quality local services for the public Our remit covers around 11,000 bodies
in England, which between them spend more than £180 billion of public money
each year. Qur work covers local government, health, housing, community safety
and fire and rescue services.

As an independent watchdog, we provide important information on the quality of
public services. As a driving force for improvement in those services, we provide
practical recommendations and spread best practice. As an independent auditor,
we ensure that public services are good value for money and that public money is
properly spent.

Status of our reports to the Council

Our reports are prepared in the context of the Statement of Responsibilities of
Auditors and Audited Bodies issued by the Audit Commission. Reports are
prepared by appointed auditors and addressed to members or officers. They are
prepared for the sole use of the audited body, and no responsibility is taken by
auditors to any member or officer in their individual capacity, or to any third party.

Copies of this report

If you require further copies of this report, or a copy in large print, in Braille,
on tape, or in a language other than English, please call 0845 056 0566

© Audit Commission 2005

For further information on the work of the Commission please contact:

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
Tel: 020 7828 1212 Fax: 020 7976 6187 Textphone (minicom}: 020 7630 0421
www audit-commission gov uk
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Introduction

1 Part of our assessment of the performance of the Council is an assessment of
used of resources (UoR). This is a relatively new part of the process and replaces
the previous Auditor's Scored Judgement. It also includes for the first time an
assessment of how effectively the Council delivers value for money (ViM).

2 The score forms part of the Audit Commission's assessment of the Council's
overall CPA rating.

3 The Audit Commission has informed councils that the new UoR assessment
would be a harder test than the ASJ assessment.

Background
4 The assessment comprises of five main elements as follows.

e Financial reporting - the preparation, accuracy and publication of annual
accounts.

« Financial management - the preparation of financial plans (MTFS, Decision
conferencing), budgeting and budgetary control.

+ Financial standing - the soundness of the basis of the Council's financial
position (are MTFS targets met, are there sufficient resources to deliver/
meet the Council's spending decisions).

¢ Internal control - the way in which the Council has established governance
structures which enable it to meet its obligations effectively to control the use
of public funds.

e Value for money - how the Council's services can be seen to be providing
good value for taxpayers and service users.

5 The elements are scored on a range of one (poor) to four (good practice).

6 Auditors were also asked to identify elements of good practice which could be
used by the Audit Commission and other auditors to help other council's
progress. At Walsall we identified twe such areas as follows:

» the combined MTFS and Decision conferencing and budget preparation
processes which have helped the Council to quickly recover from its previous
parlous financial position; and

* the use of cost sharing between the Council, West Midlands Fire Service and
your insurers (Zurich Municipal) for a senior fire officer to carry out fire risk
assessment.

Walsall Metropolitan Borough Council
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Audit approach
The audit was carried out using a combination of the following:

* self-assessments;

o review of key documentation;

e interviews with key staff; and

« integration of other external audit work carried out earlier in the year

Main conclusions

The Council was allocated an overall score of three (the maximum being four)
which is seen as a creditable result.

The scores for individual elements are set out in Table 1.

Table 1 Use of resources
Wa]sall ach!eved an overal! score of3

Element Score

| FlnanC|aI reporting 2

FlnanCIaf management

3
Fmanc;lal standlng 3
3
2

Internal control

Value for money

Source Use of resotrces summary scores

We have discussed the results with officers and outlined the key improvements
needed to help the Council move to the next level These are summarised in
Appendix 1.

Next year's assessment will be broadly similar to this years but within a shorter
timescale lt is anticipated that we will give the value for money opinion at the
same date as the opinion on the financial statements which, for 2005/06 financial
statements, must be by 30 September 2006 to comply with the Accounts and
Audit Regulations. We have already had discussions with officers on how we can
work together to enable both the Council and ourselves to meet the deadlines.

Walsall Metropolitan Borough Council
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12 The impact of the planned strategic partnership with Fujitsu could be
considerable as the arrangements will affect most of the areas we need to
consider. It is clear that this issue is aiready being considered by both officers
and your prospective partners and we will seek to work together with them during
the course of our audit work.

Walsall Metropolitan Borough Council
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Appendix 1 - Use of resources summary

assessment

: Use of resources assessment 2005

' Reporting summary

Walsall Metropolitan Borough Council

Key improvements needed

Theme | Score : Conclusion
- Financial | 2 The Council has in |:-)-I'ace
: reporting most of the processes to

have achieved

¢ level three. There were

three areas which
resulted in an overall
score of two. These were
as follows:

o the level of errors in

the accounts, some of

which were material
but the overall net
effect of these was
refatively small;

: » the variable standard

of working papers;
and

e the lack of
consultation over and
production of an
annual report with
summary accounts,

Ensure the accounts are free

- from material and non-trifling _
. errors when presented for audit. :

Review the ways in which
working papers are prepared

. before submission to audit. This

has already been discussed on
3 November 2005 with a core
group of senior officers and we
have agreed to work together
on this issue

Ensure the consultation process
for the summary accounts
considers a range of options
and involves representatives
from all stakeholders.

Walsall Metropolitan Borough Council
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Use of resources assessment 2005
Reporting summary

Walsall Metropolitan Borough Council

Key improvements needed

Theme Score Conclusion
Financial 3 - This was a particularly Performance management
 management strong area and the systems should ensure that

_ of four in relation to its
MTFS processes. The
MTFS was submitted to
the Audit Commission as
. an example of best

- practice.

- There needs to be
further development of
performance

- management measures
: to demonstrate how the
- Council’s asset base is
. being used to help

- achieve corporate and

. service objectives.

Walsall Metropolitan Borough Council

Council achieved a score .

there is a clear link between
the use of the asset base and
the delivery of objectives.

Quarterly reporting should be

. enhanced by the production
of fully accrued financial
- reporting including the

production of interim
(quarterly) balance sheets.
This would also help address

| the year-end pressures as

deadlines for publishing
accounts are brought forward
and would also aid in the
improvement of final accounts

- working papers, the need for

» which is highlighted above.
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Use of resources assessment 2005

- Reporting summary

Walsall Metfopolitan Borodgh Counéil

SRS S —

é Key improvements needed °

. following:

positive outturn for
2004/05 in line with the
MTFS.

There is limited need for
further improvement. The
main areas are around the

the management of
capital programme
slippage so that the
planned programme is
delivered to meet
service objectives; and

of cashflow relating to
some grant funded
projects( mainly Sure
Start)

Theme . Score | Conclusion
Financial 3 | The financial positi.on of Review the wéy in which s
standing the Council is strong with a : capital projects are

- managed to ensure effective

delivery. This has been

. identified as a corporate risk

(No 18).

Review the control of grant
funded projects to ensure

. that the Council is aware of
- significant problem areas.

This has already been
raised in refation to Sure
Start and needs to be
considered in relation to
schemes which will come

. - under the PTCF partnership
, » improved management

agreement (eg benefit
subsidy, NNDR return).

Walsall Metropolitan Borough Council
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Use of resources assessment 2005

Reporting summary

Walsall Metropolitan Boro“ugh Council

Theme

Key improvements needed

Score | Conclusion
. Internal 3 The Council achieved level ;| Appoint a leading member to |
control : three in all the elements of | be the lead on risk

this part of the
assessment.

To move {o the next level

. the Council needs to:
« identify a member

champion to lead on
risk management;

« ensure that at least

one member of the
audit committee has
sufficient technical
skills relevant to the
role of the committee;

o enhance its counter
fraud culture; and

+ ensure clarity in all its

partnership
arrangements.

Walsall Metropolitan Borough Council

- management.

- with the appropriate skills to
' enhance the work of the

. there is greater
understanding of, and

. the Council’s whistleblowing

Seek (again) a lay member

Audit Committee.

Continue to enhance the
Council’s counter fraud
culture by ensuring that

compliance with CPRs and
FPRs across the whole
Council.

Review the effectiveness of

processes.

Review partnership
agreements, ensure they are !
kept up-to-date and ensure
officers are aware of the i
accountability and :

governance issues.
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Use of resources assessment 2005
Reporting summary

S

* Walsall Metropolitan Borough Council

Theme ' Score Conclusion Key improvements needed
Value for 2 . WMBC has begun to : Successful models for ViM
address vfm as a strategic : (LAC review, Path to

 money

issue.

Currently the approach is
service specific,
sometimes using BVR

: methodology, and as a
response to efficiency

savings requirement.

The Council was able to
describe some outcomes
that demonstrate VM.

The performance

: management framework is

beginning to incorporate
VfM as a corporate
consideration. Indicators
are being developed.

VM exists within the whole
work of the Council but this
is not yet clear to citizens
and the Council should
consider how they frame
the message that local
people are receiving VIM
from the work the Council

' does and the local taxes

they pay.
We put forward as an

: example of best practice
. the tripartite arrangement

between the Council, West
Midlands Fire Service and

: captured and championed
- further.

. provides value for money.

- major decisions.

: The impact of the strategic

excellence) need to be

The community-wide
satisfaction rating is
improving and could be
enhanced by increasing the
level of community
understanding of what the
Council does and how it

Further develop the use of
project management and
ensure that it is effectively

' applied to capital projects |

next year.

Whole life cost implications
should be applied to all

There needs to be further
development of procurement
into a corporate tool. This
should include ensuring
compliance which will be key
to effective acquisition of
resources.

partnership must be
assessed to ensure that it
plays its part in the delivery
of VM.

Zurich Municipal.

Walsall Metropolitan Borough Council



