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interests, including the nature and extent of such interests, in relation to business
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requiring clarification should seek the advice of the Monitoring Officer prior to the

day of the meeting.

3 LOCAL GOVERNMENT (ACCESS TO INFORMATION) ACT 1985 -

EXCLUSION OF PRESS AND PUBLIC

RESOLVED that, under Section 100A(4) of the Local Government Act 1972, the
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and 22 on the grounds that they involve the likely disclosure of exempt
information as defined in paragraphs 1, 3 and 4 of Part I, Schedule 12A of the

Act.
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Budget Working Group which will review the budget savings proposals for
2010/11.

Councillor Coates and Councillor D. J. Morrish as Chair and Deputy Chair of
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from their Members on Scrutiny Committee — Resources.

This Working Group will meet on Tuesday 1 December 2009 at 2.00pm in Bad
Homburg.

129 - 156

PART II: ITEMS SUGGESTED FOR DISCUSSION WITH THE PRESS AND PUBLIC EXCLUDED

MATTERS FOR CONSIDERATION BY THE EXECUTIVE

21

22

INFORMATION MANAGEMENT STAFFING

To consider the joint report of the Head of Corporate Customer Services and
Head of IT Services on the proposal to restructure this service — report circulated
to members

RAMM PROJECT PROGRESS REPORT
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Annual Audit Letter 2008-09

1 Introduction and key messages

Purpose of this letter

1.1 This annual audit letter summarises the key issues arising from the work that we
have carried out at Exeter City Council ('the Council') during our 2008-09 audit.
The letter is written in an accessible style, designed to communicate our key
messages to the Council and external stakeholders, including members of the public.
The letter will be published on the Council's website.

Responsibilities of the external auditors and the Council

1.2 This letter has been prepared in the context of the Statement of Responsibilities of
Auditors and Audited Bodies issued by the Audit Commission (www.audit-
commission.gov.uk).

1.3 We have been appointed as the Council's independent external auditors by the Audit
Commission, the body responsible for appointing external auditors to local public
bodies in England. As external auditors, we have a broad remit covering finance
and governance matters.

1.4 Our annual work programme is set in accordance with the Code of Audit Practice
issued by the Audit Commission. Our work considers the Council's key risks when
reaching our Code of Audit Practice conclusions.

1.5 It is the responsibility of the Council to ensure that proper arrangements are in place
for the conduct of its business, and that public money is safeguarded and properly
accounted for. We have considered how the Council is fulfilling these
responsibilities.

What this letter covers

1.6 This letter covers our 2008-09 Code audit, including key messages and conclusions
from our work in:

e  auditing the 2008-09 financial statements (section 2); and

e  assessing the Council's arrangements for securing economy, efficiency and
effectiveness in the use of its resources (section 3).

1.7 We have not repeated the recommendations agreed with the Council during the year
in this letter. A list of the reports that contain these recommendations can be found
at appendix A.

© 2009 Grant Thornton UK LLP. All rights reserved. 1
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Key messages for the Council

1.8 We issued an unqualified audit opinion on the Council's financial statements. The
Council's finance team continues to respond positively to recommendations arising
from our work and has delivered good quality financial statements in 2008-09. The
Council is also making good progress against its plans for the implementation of
International Financial Reporting Standards and has worked closely with us during
the year to discuss emerging accounting and technical issues.

1.9 We issued an unqualified audit opinion on the Council's arrangements to secure
value for money. For 2009-10, the Council needs to build on its use of resources
scores and increase the focus on demonstrating clear outcomes. The following
actions should be considered to improve arrangements further in 2009-10:

° develop its understanding of costs, compared to other organisations, and
demonstrate robust challenge and actions to address high cost areas and
improved value for money throughout the organisation;

e  cnsure that Service Improvement Portfolios (SIPs) are implemented
consistently across the Council's service areas to enable the Council to plan
and manage its financial and operational performance in a more integrated
way. Workforce plans should support this; and

e cnsure that operational risk registers are prepared and formalised for all
service areas to ensure that the risks to delivering operational objectives and
achievement of service plans are identified.

1.10 The context for these key messages can be found in this letter and management has
agreed to implement our recommendations in these areas.

© 2009 Grant Thornton UK LLP. All rights reserved. 2
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Audit of accounts

Introduction

2.1

2.2

We issued an unqualified opinion on the Council's 2008-09 accounts on 23
September 2009, in accordance with statutory timescales. Our opinion confirms
that the accounts for the Council and its Group present fairly, the financial position

of the Council as at 31 March 2009 and its income and expenditure for the year then
ended.

Prior to giving our opinion on the accounts, we are required to report significant
matters arising from the audit to "those charged with governance" (which was
determined as the Final Accounts Committee). We presented our annual report to
those charged with governance to the Final Accounts Committee on 23 September
2009 and summarise only the key messages in this letter.

Audit of the accounts

2.3

2.4

The Council prepared good quality financial statements, in line with statutory
requirements. A number of presentational audit adjustments were required to the
accounts, in particular relating to the presentation of the Housing Revenue Account
balances in the Income and Expenditure account and the accounting for
impairments of non operational assets, however none of these amendments affected
the reported revenue outturn position for the year. The key actions identified from
our work are set out below:

e the Council had not prepared a statement to set out its methodology and
approach for 2007-08 and 2008-09 in determining a Minimum Revenue
Provision for approval by members. This is required to demonstrate that the
Council has made prudent provision for the financing of future capital
expenditure. This should be subsequently undertaken each year, as part of the
budget setting process. The Council plans to address this through the
November 2009 committee reporting cycle; and

e the group accounts included consolidated subsidiary accounts that had not been
approved by their Board. The Council worked hard to rectify this issue to
enable them to approve their accounts on 23 September 2009. Plans are in place
to ensure that all subsidiary accounts that are to be consolidated into the
Councils group accounts are approved prior to final approval by the Council
within the 30 September deadline in future years.

Our annual report to those charged with governance reported one unadjusted item,
which did not materially affect the accounts. This related to the valuation of the net
pension assets undertaken by the Actuary that was estimated by the auditors of the
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pension fund to be £508,000 higher than those assumed by the Council's actuarial
report.

Financial performance

2.5

2.6

2.7

2.8

The Council has managed a challenging financial position during 2008-09. The new
concessionary fares scheme has left a shortfall of some £1.3million in the Council's
finances and it has also suffered from reduced income across a number of services
during the economic downturn. The Council delivered its General Fund service
plans for a total net cost of £20.202 million, an overspend of £570,000 against the
revised budget of £19.633 million. The Council’s General Fund Balance has
therefore reduced during the year from £7.451 million to £5,583 million as at 31
March 2009. This is equivalent to about 34% of the net budget for 2008-09.

The Council's service committee net expenditure budget was set at the start of the
year at £19.356 million. Subsequent to this supplementary budgets have been
agreed revising the annual budget £19.812 million.

Our review of the latest quarterly revenue outturn report, to the end of month 3
(June 2009), shows the Council is forecasting an overspend of /524,270 against this
budget. This forecast overspend primarily relates to:

e overspends within the community service budgets primarily resulting from
additional expenditure in the use of private sector leasing, bed and breakfast
accommodation and serviced temporary accommodation; and

e overspends within the economy service budgets resulting from a predicted
shortfall in car parking fees of £142,000 and reduced income and redundancy
costs within the archaeological field unit forecasted at £250,000.

The overall net requirement from general fund working balances is currently
estimated to by £2.992 million at 31 March 2010. This will reduce the working
balance to £2.590 million by the end of the year. We will continue to monitor the
Council's financial standing and its performance against budgets throughout the
year.

Financial systems

2.9

2.10

We undertake sufficient work on key financial controls for the purpose of designing
our programme of work for the financial statements audit. Our evaluation of the
Council's key financial control systems did not identify any control issues that
present a material risk to the accuracy of the financial statements.

We completed a full review of the Council's Internal Audit Service in 2007-08, to
assess its overall level of compliance against the CIPFA internal audit standards. We
have revisited our findings this year to assess the progress made in responding to
recommendations made last year. Overall, we concluded that Internal Audit comply
with the standards, however continuing action is required to ensure that our
recommendations from 2007-08 are fully implemented.

© 2009 Grant Thornton UK LLP. All rights reserved. 4
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211

212

213

Our information systems specialist performed a high level review of the general I'T
control environment, as part of our assessment of the overall internal control system
and concluded that, from the work undertaken to date, there are no significant
weaknesses which could adversely impact on the Council's financial statements,
though we have made two recommendations to improve the adequacy of IT
controls.

We found that the Council's processes and controls for financial reporting were
generally sound with only minor weaknesses identified regarding journals.

We have followed up the action plan arising from the 2007-08 interim and final
accounts audits and concluded that progress had been made in addressing previous
audit recommendations.

Annual Governance Statement

2.14

We have reviewed the Council's arrangements and process for compiling the Annual
Governance Statement (AGS). In addition, we read the AGS and consider whether
the statement is in accordance with our knowledge of the Council. Our review has
confirmed the statement to be satisfactory and no adjustments are required to the
presentation of the AGS.

Dealing with the public

2.15

2.16

We received one request to meet with an elector who wanted to raise a number of
points regarding the Council's accounts, on the date appointed for this purpose.
There were a number of issues raised and we have undertaken further work, where
necessary, to gain sufficient assurance that these matters did not impact upon the
Council's accounts ot our opinion on them.

However, one of the areas raised, in relation to the expenditure incurred by the
Council on the local government review, has highlighted that the Council's contract
regulations have not been fully adhered to. We are satisfied that the contracts
entered into were legitimate and that there is unlikely to have been a loss of public
money. We have made a recommendation to the Council in order address this issue
in the future and this has been accepted.

International Financial Reporting Standards

2.17

2.18

From 2010-11, the Council is required to prepare their Statement of Accounts under
International Financial Reporting Standard (IFRS) based on an IFRS Code of
Practice on Local Authority Accounting prepared by CIPFA. During our interim
audit, we discussed with the relevant officers their readiness for conversion to IFRS
and the preparation they have undertaken to date.

We are pleased to note that the Council are making positive steps towards
conversion and in working in partnership with other Council's locally through the
Devon Accounting Group for IFRS implementation, led by Devon County Council.
The Council has acted upon our recommendations from the interim audit and has
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Page 7



Annual Audit Letter 2008-09

2.19

prepared an IFRS project plan for the Council setting out the key milestones to be
achieved in the transition timetable.

We have liaised with Council officers throughout the year to provide advice and
support to the Council on the required accounting treatments under IFRS, where
this will not compromise our independence, through sharing our experiences of
IFRS transition from other public sector bodies and providing our views on the
Council's interpretation of the draft IFRS Code of Practice, which will form the
basis for the preparation of the Council's first set of IFRS accounts in 2010-11.

Certification of Grant Claims

2.20

2.21

In addition to our Code responsibilities, we are required, acting as agents of the
Audit Commission, to certify a the Council’s grant claims and returns, in accordance
with the following arrangements:

e claims below £100,000 are not subject to certification;

e claims between /100,000 and £500,000 are subject to a reduced, light —
touch’ certification; and

e claims over £500,000 will be subject to a certification approach determined
by the auditor’s assessment of the control environment and management
preparation of claims

We have already completed the certification of a number of claims for the Council
relating to the 2008-09 financial year and have met all government department
deadlines set under these arrangements. Our certification work is expected to be
complete by the end of December 2009 after which we will prepare a separate grants
report, summarising issues from the 2008-09 audit, to facilitate continuous
improvement.

© 2009 Grant Thornton UK LLP. All rights reserved. 6
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3

Use of resources

Introduction

3.1

We issued our annual Value for Money conclusion on 23 September 2009, at the
same time as our accounts opinion, in line with statutory requirements. We
concluded that, for 2008-09, the Council made proper arrangements to secure

economy, efficiency and effectiveness in its use of resources for the year ending 31
March 2009.

2008-09 Value for money conclusion and use of resources assessment

3.2

3.3

3.4

Auditors inform and limit their value for money conclusion by reference to relevant
criteria under the Audit Commission Code of Audit Practice. These criteria cover
particular areas of audited bodies’ arrangements specified by the Audit Commission
under the Code of Audit Practice. From 2008-09, the key lines of enquiries for the
scored use of resources assessment also form the criteria for the value for money
conclusion. Failure to achieve an 'adequate’ assessment in any one or more area
results in either an "except for" or "adverse" overall conclusion, in respect of those
specific areas.

We assessed the Council as achieving level two or above in all of the areas covered
by our use of resources assessment. This enabled us to issue 'adequate’ conclusions
for all of the relevant criteria within our overall value for money conclusion.

These assessments, and their impact on the overall 2008-09 conclusion for the
Council, are summarised in table 1 ovetrleaf.

© 2009 Grant Thornton UK LLP. All rights reserved. 7
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Table 1: Components of value for money conclusion 2008-09

Area Source of Use of  Arrangements
evidence resources adequate?
Score
Key for KLOE scores: Does the organisation plan its finances KLoE 1.1 2 Yes
1 - Below minimum effectively to deliver its strategic priorities
requirements - inadequate and secure sound financial health?
performance
2 - Meets minimum Does the organisation have a sound KLoE 1.2 2 Yes
requirements — performs understanding of its costs and performance
adequately and achieve efficiencies in its activities?
3 - Exceeds minimum
requirements — performs well Is the organisation’s financial reporting KLoE 1.3 2 Yes
4= Significantly exceeds timely, reliable and does it meet the of
B internal users, stakeholders and local
performing excellently
people?
Does the organisation commission and KIoE 2.1 3 Yes
procure quality services and supplies,
Note that KLoE 3.1 tailored to local needs, to deliver sustainable
'Managing natural resources' outcomes and value for money?
and KLoE 3.2 'Managing
assets' were not applicable Does the organisation produce relevant and ~ KILoE 2.2 3 Yes
to the Council for 2008-09 reliable data and information to support

decision making and manage performance?

Does the organisation promote and KLoE 2.3 2 Yes
demonstrate the principles and values of
good governance?

Does the organisation manage its risks and ~ KlLoE 2.4 2 Yes
maintain a sound system of internal

control?

Does the organisation plan, organise and KILoE 3.3 2 Yes

develop its workforce etfectively to support
the achievement of its strategic priorities?

3.5 The Council's use of resources scores in the three themes, drawn from the scores
above, are summarised in table 2.

Table 2: Use of resources scores

Theme 2009
1 Managing finances 2
2 Governing the business 3
3 Managing resources 2
© 2009 Grant Thornton UK LLP. All rights reserved. 8
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3.6

3.7

3.8

3.9

3.10

Overall, we have assessed the Council as having sound arrangements in place across
all areas, with particularly strong performance in 'the governing the business' theme.
We found good practice in many areas and, looking forward, the Council is in a
strong position to build upon these to secure an improved assessment once
sustainable outcomes can be demonstrated across all of the Council's activities. We
recognise some of the innovative approaches adopted by the Council in the delivery
of quality services and submitted to the Audit Commission, as an example of good
practice, the Council's development of its sustainable procurement and
commissioning strategy and the work of its Green Accord Scheme, as assessed
under KLOE 2.1. The Audit Commission has confirmed that this example is one of
those that they intend to publish on its internet site with a view to promote good
practice nationally across other public sector bodies.

The scores achieved by Exeter City Council are fairly representative of the
assessments of Council's nationally. This is a result of the new, more demanding
assessment criteria which demand, amongst other things, demonstration of
improved service delivery outcomes, rather than simply robust arrangements and
improved outputs, which allowed Councils to achieve higher assessment ratings in
the past.

The key actions for the Council arising from our assessment include the following:

e Service Improvement Portfolios (SIPs) should be implemented consistently
across the Council's service areas to enable the Council to plan and manage
its financial and operational performance in a more integrated way.
Workforce plans should support this;

e the Council should further develop its benchmarking arrangements and
manage its costs, performance and productivity closely to challenge why and
how it provides services and whether, with partners, there are alternative
options; and

e operational risk registers should be prepared and formalised for all service
areas to ensure that the risks to delivering operational objectives and
achievement of service plans are identified and managed effectively.

We are in the process of agreeing an action plan with management to implement
these and our other detailed recommendations. We will follow-up the progress on
the implementation of these as part of our 2009-10 audit.

A summary of our detailed findings for each theme area is provided in the following
paragraphs. This highlights the key areas, or characteristics, where the Council is
performing well as well as those areas where it needs to focus in order for it to
improve its assessment.

Links to Comprehensive Area Assessment

3.11

The findings from our work are also considered by the Audit Commission's
Comprehensive Area Assessment (CAA) Lead along with their own work on
'Managing Performance' to determine the overall Organisational Assessment. This

© 2009 Grant Thornton UK LLP. All rights reserved. 9
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assessment then feeds into the CAA for the area as a whole. The CAA work is
reported separately by the Audit Commission and, as such, is not repeated within
this report. However, we have held discussions with the CAA Lead to ensure that
our work and judgements are consistent with their own and represent a full and fair
reflection of the Council.

Managing finances

3.12

3.13

3.14

3.15

3.16

This theme focuses on assessing whether the Council has sound strategic and
financial management, that is, whether it plans its finances to deliver its priorities,
the extent to which it has a sound understanding of its costs and performance, and
whether its financial reporting is timely, reliable and meets the needs of its
population. We assessed the Council and awarded an overall theme score of two,
concluding that it is performing adequately.

The Council has sound financial and strategic planning processes that link to its
corporate improvement priorities and is underpinned by a medium term financial
strategy (MTTS) and corporate plan. Service Improvement Plans are currently being
developed within service areas which will enable the Council to plan and manage its
financial and operational performance in a more integrated way in future years.

The Council sets and approves a balanced annual budget and has a robust planning
cycle that underpins this. Whilst the Council has a good track record in achieving its
budgets and efficiency targets, the delivery of specific savings targets and efficiencies
needs to be clearer as currently this is consolidated into the monitoring of the
baseline revenue budget. The level of reserves are monitored closely and there are
clear plans in place, through the MTES, to utilise these reserves to help manage the
current financial pressures. These have been exacerbated by the impact of the
concessionary fares scheme and the downturn in the economic climate.

Opverall, the Council provides good quality services at low cost when compared to
others and has demonstrated a good understanding of its costs. We have found
some particulatly strong examples of good practice, such as in Housing Services
where the Council is developing its understanding of costs and factors that influence
these by comparing and benchmarking unit cost information. However, this is not
being replicated across all service headings. As such, the Council should continue to
develop a sound understanding of activity and service costs and performance across
all of the Council's services and seek improved value for money from this. How it is
using partners to challenge resources and deliver value for money should also be
more clearly demonstrated.

There is a strong and effective accounts closedown process in place with
information being made available on a timely basis. The accounts are consistently
prepared and approved, submitted and published in accordance with statutory
requirements and are supported by clear and comprehensive working papers. Our
audit in the last two years has only identified a small number of non-trivial errors in
the accounts, demonstrating the Council's strong performance in this area.

© 2009 Grant Thornton UK LLP. All rights reserved. 10

Page 12



Annual Audit Letter 2008-09

Governing the business

3.17

3.18

3.19

3.20

3.21

3.22

This theme focuses on strategic commissioning and good governance, in particular
how well the Council governs itself and commissions services that provide value for
money and deliver better outcomes for local people. We assessed the Council as
achieving an overall theme score of three, concluding that it is performing well.

The Council has developed a strategic approach to the commissioning and
procurement of services. This is set out in its Sustainable Commissioning and
Procurement Strategy and is underpinned by a thorough assessment of the social,
economic and environmental issues facing Exeter, which includes an understanding
of the inequalities of its community and their needs for services over the longer
term.

The Council recognises the importance that relevant and reliable data has in
underpinning decision-making and performance management. It has established
clear procedures for data quality and a range of systems and processes for the
collection, recording and analysis of performance data. Responsibility and
accountability for data quality is formally defined at corporate level and some data
sharing protocols have been developed.

The Council has sound arrangements in place for promoting and demonstrating
good governance. The corporate Scheme of Delegation, Financial Regulations and
Constitution detail the roles and responsibilities of those involved in governance and
there is a code of conduct for members and officers. The Standards Committee is
operating effectively, hospitality and gift registers are in use, are actively managed
and compliance with them is reviewed. A whistle-blowing policy is also in place
which is publicised on the corporate website and we have identified that there is a
high level of awareness of the policy amongst members and officers.

The Council has adequate arrangements in place for the management of its
corporate risks and for maintaining a sound system of internal control. There is a
risk management policy and the risk management arrangements link to key
corporate and strategic objectives, though these arrangements would benefit from an
internal review to ensure that they remain fit for purpose. In addition, the Council
should focus on implementing effective operational risk management arrangements
at the service level ensuring that risk registers are prepared by all departments, linked
to service improvement portfolios and monitored on a regular basis.

The Constitution sets out sound arrangements for the effective governance and
assurance arrangements of the Council's activities. There is a business continuity
plan which is reviewed and regularly tested. The Scrutiny Resources Committee is
robust in its delivery of the role of an audit committee, but could be enhanced if it
undertook 2 more formal assessment of its activities to confirm its effectiveness,
identifying those areas of strength and those which could be developed further.

Managing resources

3.23

This theme considers areas which have not, previously, been assessed on their own
in detail, the use of its natural resources, assets and workforce. The use of natural
resources and assets has not been considered in 2008-09 as the Audit Commission
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3.24

3.25

has prescribed that the introduction of assessed themes will be phased over three
years. The third area in this theme seeks to establish whether the Council has a
productive and skilled workforce, knows in the medium to longer term what staff it
will need, with what skills, and has plans to achieve this.

Opverall, the Council has sound arrangements in place to manage its workforce, with
good examples of initiatives in place to develop its workforce, manage its staff
effectively and establish robust working practices. The Local Government Review
in Devon has impacted upon the embeddedness of some of these processes, due to
future uncertainty, and some corporate documentation requires updating once
future arrangements have been confirmed. There is clear evidence that the Council
is effective in engaging and supporting staff through various communication
methods and provides supportt to staff directly impacted by change.

The Council is active in reviewing workforce requirements and prepares information
annually to members on the workforce profile to the Council and future
implications of decisions, including comparisons with other bodies. Further
evidence of how the Council's actions are leading to attributable outcomes is
required to meet level three, to be able to demonstrate that the workforce planning
is actively supporting strategic policies and driving the Council forward.

© 2009 Grant Thornton UK LLP. All rights reserved. 12
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4.1

4.2

Closing remarks

This letter was discussed and agreed with the Council's Senior Management Team on
3 November 2009, and is now presented for members' consideration at Scrutiny
Resources Committee.

We would like to take this opportunity to express our appreciation for the assistance
and cooperation provided during the course of the audit. Our aim is to deliver a high
standard of audit, which makes a positive and practical contribution that supports the
Council's own agenda. We recognise the value of your co-operation and support.

Grant Thornton UK LLP
November 2009
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Appendix A 2008-09 reports issued

Report Date issued
Audit plan April 2008
Interim report May 2009
Annual report to those charged with governance September 2009
Opinion on financial statements September 2009
Value for Money Conclusion September 2009
Use of Resources report October 2009
Annual audit letter October 2009
Grants report Anticipated -

December 2009
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Appendix B Audit and other fees 2008-09

Audit area

Budget Actual
2008-09 (£) 2008-09 (£)

Financial statements 64,600 64,600
VFEFM conclusion / Use of resources 38,905 38,905
Total Code of Practice fee 103,505 103,505
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o Grant Thornton

www.grant-thornton.co.uk
© 2009 Grant Thornton UK LLP. All rights reserved.

"Grant Thornton" means Grant Thornton UK LLP, a limited liability partnership.

Grant Thornton UK LLP is a member firm within Grant Thornton International Ltd (Grant Thornton
International’). Grant Thornton International and the member firms are not a worldwide partnership.
Setvices are delivered by the member firms independently.

This publication has been prepared only as a guide. No responsibility can be accepted by us for loss
occasioned to any person acting or refraining from acting as a result of any material in this publication

Page 18



Agenda ltem 7
o Grant Thornton

Use of Resources 2009 - findings and conclusions

Exeter City Council

November 2009

Page 19



Use of Resources 2009 - findings and conclusions

Contents

1  Key messages

2 ViM Conclusion

3 Managing Finances

4  Governing the business

5 Other resources

Appendices

Action plan

CAA and the new Use of Resources Framework

KLoEs specified for assessment in 2008-09 and 2009-10

A
B
C Scoring criteria and rules
D
E

Use of Resources Timetable 2009-10

F Identifying outcomes, outputs and achievements

Page 20

Page

15

24

Page 1



Use of Resources 2009 - findings and conclusions

1 Key messages

1.1 Context

Under the Audit Commission’s Code of Audit Practice we are required to reach a conclusion on
whether Exeter City Council (the Council) has put in place proper arrangements to secure economy,
efficiency and effectiveness in its use of resources (the "VFM conclusion"). This report presents the
results of our value for money and use of resources work in 2008-09. We have separately issued our
annual report to those charged with governance (ISA260). The key messages from both of these
reports will be summarised in the annual audit letter.

We described in our Audit Plan (June 2008) the areas of audit work that provide us with the
assurance that contributes to our annual VFM conclusion. This report sets out our findings from
these pieces of work:

e  our assessment of the Council Use of Resources (UoR), using the three themes within the
Audit Commission's new assessment framework themes and Key Lines of Enquiry (KLoE");

e  specific work on locally identified audit risks, which contribute to our VFM conclusion by
feeding into our UoR assessment scores; and

e  risk-based spot-check work to assess the quality of data underlying key performance
indicators.

In 2009, the Audit Commission introduced a new framework and methodology for Use of
Resources (UoR) assessments across local government, police forces, fire authorities and primary
care trusts. The new framework emphasises owfcomes over processes, and brings new areas into the
assessment such as environmental and workforce management. The new assessment presents a
more robust challenge than the old framework, based on different scoring criteria. It should be
noted, therefore, that changes from prior year scores do not necessarily indicate changes in
performance. Further detail about the new framework and the link to Comprehensive Area
Assessment (CAA) is set out in appendix B.

1.2 Key messages

The new use of resources assessment considers how well the Council is managing and using its
resources to deliver value for money and better and sustainable outcomes for local people. The
assessment comprises three themes that focus on sound and strategic financial management;
strategic commissioning and good governance; and the management of natural resources, assets and

people.
The Council's UoR scores in these three themes are summarised in the table below. A score of 1

indicates inadequate performance, and a score of 4 indicates excellent performance. For a full
explanation of scoring criteria, please refer to Appendix C.
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Table 1: UoR scores

‘Theme 2008-09 score

1 Managing finances 2
2 Governing the business 3
3 Managing resources 2

Overall, we have assessed the Council as having sound arrangements in place across all areas, with
particularly strong performance in 'the governing the business' theme. We found good practice in
many areas and, looking forward, the Council is in a strong position to build upon these to secure an
improved assessment once sustainable outcomes can be demonstrated across all of the Council's
activities. We recognise some of the innovative approaches adopted by the Council in the delivery
of quality services and submitted to the Audit Commission, as an example of good practice, the
Council's development of its sustainable procurement and commissioning strategy and the work of
its Green Accord Scheme, as assessed under KLOE 2.1. The Audit Commission has confirmed that
this example is one of those that they intend to publish on its internet site with a view to promote
good practice nationally across other public sector bodies.

The key actions for the Council arising from our assessment are included in the Action Plan. The
most significant of these are:

e Service Improvement Portfolios (SIPs) should be implemented consistently across the
Council's service areas to enable the Council to plan and manage its financial and operational
performance in a more integrated way. Workforce plans should support this;

e the Council should further develop its benchmarking arrangements and manage its costs,
performance and productivity closely to challenge why and how it provides services and
whether, with partners, there are alternative options; and

e operational risk registers should be prepared and formalised for all service areas to ensure
that the risks to delivering operational objectives and achievement of service plans are
identified and managed effectively.

Further details of work to support our 2009 Use of Resources assessment are given in section two.

1.3 Links to Comprehensive Area Assessment

The findings from our work are also considered by the Audit Commission's Comprehensive Area
Assessment (CAA) Lead along with their own work on 'Managing Performance' to determine the
overall Organisational Assessment. This assessment then feeds into the CAA for the area as a
whole. The CAA work is reported separately by the Audit Commission and, as such, is not repeated
within this report. However, we have held discussions with the CAA Lead to ensure that our work
and judgements are consistent with their own and represent a full and fair reflection of the Council.

1.4 Engagement in the assessment process
We are pleased that officers of the Council engaged effectively with us during the assessment
process in 2008-09. The Council provided a broad-ranging self-assessment at the outset of our work
and this was supported by a number of meetings and background evidence. Our workshops were
well attended with constructive and useful discussions.
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1.5 Next steps

We will continue to work with the Council during the year to help prepare for the 2009-10 Use of
Resources assessment and our discussions with officers should enable key areas to be focussed on to
inform our future judgements.. For further details on next yeat's assessment, please see appendix D.

The recommendations arising from our review are set out in appendix A. Whilst this report has
been discussed with the Council's Senior Management Team, the action plan is still to be discussed
and finalised by officers to determine the specific actions that are required to address the
recommendations made. The Resources Scrutiny Committee should actively monitor the Council's
progress in implementing these to inform future years' assessments.

1.6 Use of this report

This report has been prepared solely for use by the Council to discharge our responsibilities under
the Audit Commission Code of Audit Practice and relevant auditing standards and should not be
used for any other purpose. No responsibility is assumed by us to any other person.

This report includes only those matters that have come to our attention as a result of performance
of the audit. An audit of Use of Resources is not designed to identify all matters that may be relevant
to those charged with governance. Accordingly the audit does not ordinarily identify all such
matters.

1.7 Acknowledgements

We would like to record our appreciation for the co-operation and assistance provided to us by the
Council's management, officers and members during the course of our audit.
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2 VM Conclusion

2.1  Introduction

In carrying out our audit work we comply with the statutory requirements governing our duties, set
out in the Audit Commission Act 1998, in accordance with the Code of Audit Practice (the Code).
The Code requires us to issue a conclusion on whether Exeter City Council has proper arrangements
in place for securing economy, efficiency and effectiveness in the use of its resources (the "VIM
conclusion"). The UoR assessment forms the backbone of this process.

The UoR Key Lines of Enquiry (KLLoEs) are prescribed by the Audit Commission and applied at all
councils, police forces, fire authorities and NHS PCTs. However, as our audits are tailored to local
risks, we specifically identify and consider certain areas of greater audit risk for each organisation, as
part of the UoR assessment. We identified a number of areas for consideration in our Audit Plan
and these have been considered as part of our detailed assessment of individual KLOE's.

2.2 Approach to the audit

The use of resources work was undertaken between March and July 2009, based on the framework
prescribed by the Audit Commission. We have reviewed the Council's self assessment and
supporting evidence as well as held discussions with senior management and officers. We discussed
our provisional assessment with officers in June 2009 and provided an opportunity for any further
evidence to be produced prior to us forming our final judgements in August 2009. Our assessments
have been informed through consistency meetings, both internal and on an area-wide basis, to
ensure that auditor judgements have been applied in the same way across different organisations.

2.3 2008-09 UoR assessment
The individual KILoE and theme scores for 2008-09 are shown in the table below.

Table 2: UoR theme and KLoE scores

Theme / KLoE

Theme 1 - Managing finances 2
1.1 Financial planning 2
1.2 Understanding costs 2
1.3 Financial reporting 2
2.1 Commissioning and procurement 3
2.2 Use of data 3
2.3 Good governance 2
2.4 Internal control 2
3.1 Use of natural resources Not assessed
3.2 Asset management Not assessed
3.3 Workforce management 2
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Please note:

e Some KLoEs have an overriding impact on theme scores - see Appendix C for more details
of scoring criteria and arrangements; and

e Different KLoEs are specified for assessment each year and across types of organisation. See
appendix D for details.

2.4 2008-09 VfM conclusion

Under the Code of Audit Practice (the Code), auditors have a responsibility to conclude whether the
audited body has put in place proper arrangements to secure economy, efficiency and effectiveness
in its use of resources. This conclusion is the value for money (VEM) conclusion. Section 3 of the
Code sets out the scope of these arrangements and the way in which auditors will undertake their
work.

Auditors inform and limit their VEM conclusion by reference to relevant criteria. These criteria cover
particular areas of audited bodies’ arrangements, specified by the Commission under the Code.
From 2008-09, the KLLoE for the scored use of resources assessment also form the criteria for the
VIM conclusion. The Commission will specify each year which of the use of resources KLoE will
form the relevant criteria for the VEM conclusion at each type of audited body.

Auditors address a ‘yes’ or ‘no’ question for each criterion — that is the audited body either has
proper arrangements or it does not. A ‘no’ judgement will be equivalent to level 1 performance for
the use of resources assessment, and a ‘yes’ judgement will be equivalent to level 2 performance or
above. Criteria with a ‘no’ judgement will automatically be reassessed in the following year regardless
of whether or not they are specified.

For bodies subject to a scored use of resources assessment for CAA, the KLoE forming the relevant
criteria for the 2008-09 and 2009-10 VEM conclusion are those specified at Appendix D.

On the basis of the KLoE scores assessed in 2008-09 for Exeter City Council, we gave an
unqualified use of resources conclusion on the 23 September 2009.

The key findings in each of the KLLoEs, and areas for improvement, are set out in the sections 3 to
5.
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3 Managing Finances

Theme summary

This theme focuses on the arrangements to deliver sound strategic and financial management, that
is, whether the Council plans its finances to deliver its priorities, the extent to which it has a sound
understanding of its costs and performance, and whether its financial reporting is timely, reliable and
meets the needs of its population.

Our summary findings

We have assessed the Council as performing adequately (level 2) in this area. The Council has sound
financial and strategic planning processes that link to its corporate improvement priorities and is
underpinned by a medium term financial strategy (MTES) and corporate plan. Service Improvement
Plans are currently being developed within service areas which will enable the Council to plan and
manage its financial and operational performance in a more integrated way in future years.

The Council sets and approves a balanced annual budget and has a robust planning cycle that
underpins this. Whilst the Council has a good track record in achieving its budgets and efficiency
targets, the delivery of specific savings targets and efficiencies needs to be clearer as currently this is
consolidated into the monitoring of the baseline revenue budget. The level of reserves are
monitored closely and there are clear plans in place, through the MTFES, to utilise these reserves to
help manage the current financial pressures. These have been exacerbated by the impact of the
concessionary fares scheme and the downturn in the economic climate.

Overall, the Council provides good quality services at low cost when compared to others and has
demonstrated a good understanding of its costs. We have found some particulatly strong examples
of good practice, such as in Housing Services where the Council is developing its understanding of
costs and factors that influence these by comparing and benchmarking unit cost information.
However, this is not being replicated across all service headings. As such, the Council should
continue to develop a sound understanding of activity and service costs and performance across all
of the Council's services and seek improved value for money from this. How it is using partners to
challenge resources and deliver value for money should also be more clearly demonstrated.

There is a strong and effective accounts closedown process in place with information being made
available on a timely basis. The accounts are consistently prepared and approved, submitted and
published in accordance with statutory requirements and are supported by clear and comprehensive
working papers. Our audit in the last two years has only identified a small number of non-trivial

errors in the accounts, demonstrating the Council's strong performance in this area.

Further details on each KLLoE area are provided in the following sections.
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KLoE 1.1 - Does the organisation plan its finances effectively to deliver its
strategic priorities and secure sound financial health?

This KLLOE seeks to establish whether the Council integrates its financial planning with its strategic
and service planning processes on a medium to long-term basis, whether it engages local
communities and other stakeholders in the financial planning process, how it manages spending
within available resources and whether it is financially sound over the medium term. It also seeks to
establish whether the Council recognises individual and collective responsibilities for financial
management and values and is developing appropriate financial skills.

The Council has developed a Medium Term Financial Strategy (MTES) which models income and
expenditure over a four year period. This is driven by its corporate business plan and is linked to
other internal strategies and plans. The MTFS and budget are subject to a high level risk
assessment. The Corporate Plan is reviewed and updated on an annual basis to ensure that the
priorities remain appropriate and provides a detailed performance assessment as to how it is
delivering against these.

The Council sets and approves a balanced annual budget on a timely basis each year. There is a
robust annual planning cycle with the assumptions used in planning the budget being set out in the
budget book, including the level of resources required and inflationary pressures. Portfolio Holders,
Heads of Service and members are actively involved throughout the financial planning process. The
budget setting process is also subject to robust scrutiny and a specific member group has been
established to review the annual budget proposals prior to formal approval by the Executive.

The budget book links each budget area to the overall council priorities and objectives and identifies
a number of key performance indicators. However, there are no specific milestones or a description
of the actions required to achieve these. Instead, each directorate is required to develop a specific
service plan which sets out the service objectives for the year in relation to corporate priorities and
what financial resources are available, known as the Service Improvement Portfolio (SIP). These
SIPs are currently under development for each service. Whilst we found that good progress has
been made by some areas, such as the Policy Unit and Housing Services, other areas still have some
way to go.

Of particular note is the Housing Services SIP “Direction-Reaction-Creation”. It is a rolling service
plan which sets out the corporate objectives, service aims, performance management framework and
service improvement plans for particular areas, for example tenancy, income management, resident
involvement and temporary accommodation. In addition, they produce a specific annual report for
the unit that sets out the service and financial performance for the year which is then widely
communicated across the service. The Council should build upon this example of strong practice
and develop its arrangements to ensure that SIPs are produced and implemented consistently across
all departments of the Council. This will enable it to promote better integration of financial
planning and performance management information.

The MTES and Budget Book sets out the Council's policy on reserves and balances. At 31 March
2008 the Council had reserves of 28.2% of annual revenue spend, which the Council recognised as
being high. The MTES includes plans to utilise these reserves over the medium term to support
revenue pressures arising from the concessionary fares scheme and the impact of the economic
downturn as well as supporting the delivery of a number of key projects. This was clearly evident by
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the end of 2008-09 where the Council's general reserves reduced from £7.54 million to £5.56 million
and is expected to reduce further in 2009-10. The minimum requirement for the General Fund
working balance was approved by the Executive in February 2009 at £2 million.

Equality impact assessments are carried out to inform the decision making process and relevant
examples are set out in the MTES. We found that whilst the Council has actively engaged with the
local community and other stakeholders on a number of issues, there was limited evidence available
to demonstrate whether the council had sought, and taken account of, consultation responses in the
financial planning and budgetary process. That said, we found good examples in Housing Services
which had utilised participatory budgeting in 2008-09 and used its current tenant consulting groups
to review its spending allocation for the year 2009-10 and deciding on the key priorities.

Monitoring the delivery of savings targets in 2008-09 at a corporate level has principally been
achieved through review of the overall budget position and outturn rather than specific
consideration of the actual realisation of individual initiatives. Responsibility for this is devolved to
service heads and budget managers who manage expenditure and delivery of savings at a local level.
Whilst the financial outturn reports to each scrutiny committee do include the savings made within
its commentary on performance, they do not explicitly show the split between savings and the
overall budget base line. The Council should enhance its financial monitoring information to more
clearly demonstrate its performance against savings targets by separately identifying and measuring
the success in the delivery of individual initiatives with explanations provided where there are
variations from plans.

For 2009-10, a detailed savings plan has been drawn up, in conjunction with the individual service
areas, which has been approved by the relevant scrutiny committees. This identifies where the
specific savings will be made and progress will be monitored through quarterly updates to members,
within the current stewardship reporting framework.

We found that the Council is reviewing its structures for the delivery of services in relation to
financial planning and has improved outcomes through various restructures. For example, a review
of the management structure within economy & development has been completed which has
resulted in the planning and building control departments being brought together. The need for this
was highlighted due to the reduced income as a result of the current economic climate. Integration
of the services enabled efficiencies to be achieved in management time. We believe that this is a
good example of how the Council is reviewing and responding to the current financial environment,
keeping a focus on service delivery and looking for further opportunities, such as merging officers
work and maintaining vacant posts.

The Council has a well managed capital programme linked to priorities, with a number of projects
delivered to time and to budget. Whilst the Royal Albert Memorial Museum project has experienced
a number of challenges and cost overruns, it is recognised that this is due to the complex and
historic nature of the building and as the project has developed, new issues have been identified
which were not planned for and have only been uncovered as part of the ongoing works. Quarterly
reports on the capital programme, together with cost and risk issues associated with this project are
now scrutinised by members and progress is closely monitored. At an appropriate time, the Council
needs to review the project to identify to what extent, if any, these issues or cost over-runs could
have been for-seen or mitigated.

The Council operates a treasury management strategy that complies with CIPFA code-of-practice, is
approved annually and is monitored alongside the budget. Following the problems in a number of
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financial institutions, including the failure of a number of Icelandic Banks, the treasury management
policy and procedures were revisited by the Council. As a result, it has moved away from riskier
investments and limited its investments to UK institutions only. Our review of the investments
made in Icelandic banks confirmed that the previous policy had been adhered to and no investments
were made after the risk rating of the affected institutions had been downgraded.

All members are required to participate in a member development programme to ensure that they
maintain the required skills to deliver their role effectively. This includes annual updates to
members on financial matters, presented by the Head of Treasury Services as Section 151 officer. A
member development committee has been established to address training issues and members are
engaged in a programme of training. Attendance at training is recorded and is being used to assess
the extent of member involvement and to address any issues arising. The Council has put in place
Personal Development Plans (PDPs) for members on a trial basis and these now need to be rolled
out more fully.

Recommendations

1. Implement Service Improvement Portfolios consistently across the Council's service areas to
enable the Council to plan and manage its financial and operational performance in a more
integrated way.

2. Consult more widely with local people on significant spending decisions, e.g. Council Tax levels
and fees and charges and demonstrate how the results of consultation have been used.

3. Introduce separate reporting and monitoring of savings targets from its overall revenue outturn
reportts to allow better transparency of achievements of savings across services.

KLoE 1.2 - Does the organisation have a sound understanding of its costs and
performance and achieve efficiencies in its activities?

This KLOE focuses on whether the Council understands its costs, including whole life, transaction
and unit costs, the main factors that influence these, how they link to performance and whether it
takes account of this in its decision-making and commissioning. It also seeks to establish whether
the Council has identified the scope for making efficiencies and is on track to achieve planned
efficiencies.

We found that the Council has adequate arrangements in place for understanding the costs and
performance of its key services, as well as the key drivers and influencing factors on these services.
The Council continues to provide value for money when compared to nearest neighbours. Council
tax rates remain relatively low, as are the costs of services. In 2008-09, the Council increased the
council tax charge by 4.5% and the Band D amount of £114.98 is the fifth lowest level of district

council tax.
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Higher costs in services such as Culture reflect the Council's commitment to specific areas,
particularly in respect of its major redevelopment project of the Exeter Museum. Its spend per head
of £64.44 is the third highest in comparison with all other district councils.

Spending on Environment, Planning and Transport (£6.91 million) at £56.45 per head is low both
in comparison with the nearest neighbours group and with all other district councils. However,
included within this spend per head figure is the income that is generated by the operation of car
parks, which reduces the level of spend by some £3.412 million, equivalent to a reduction of /27.88
per head. Further work is required in this area to gather evidence on how the Council is using cost
data to compare performance and improve value for money.

Within Housing Benefits, the cost per application is well understood and has been reducing each
year from £17.61 in 2007-08 to £17.21 in 2008-09. Whilst there has been a dip in the performance
in relation to speed of processing data, which has impacted on the overall performance indicators
published by the Council, this is tied into the introduction of document imaging. There is weekly
monitoring of both the cost data and performance data to monitor the outcomes of changes to the
housing benefits service. The main cost to the service is salary costs and the Council is keen to
maintain the level of staff, due to the expected increases in workload due to the current economic
climate.

The Council is making use of the Audit Commission VEM tool. This is reviewed by the Head of
Treasury Services to measure performance against the Council's Audit Commission 'family'. Service
managers have been notified of the tool and how this can be used to support their service plans and
benchmarking performance within services, but we found that these are not being used
comprehensively and further work is needed to make better use of this data and realise the benefits.

With constraints on the allocation of housing subsidy, the Housing Services unit has a number of
different schemes underway and have been actively working to get a better understanding of costs
and their behaviour to different influencing factors. In addition, there are good examples of where
services are comparing and benchmarking unit cost information, but this does not appear consistent
across all service headings. Such examples include assessment of costs of refurbishment of pre-
fabricated housing within the city and participation in Devon Home Choice scheme. Costing
information is used to support the decision making process.

The Council has set a policy to use whole of life costing when analysing major investment projects
over £1 million. Whilst we have seen good evidence of this as part of the potential future
development of Clifton Hill swimming pool, its application needs to be more widespread. As such,
to be assessed as level three, the Council should consider whole life costing and social and
environmental considerations in more of its key investment decisions.

We found that activity and unit costing are not used widely across all council services. In order to
develop a sound understanding of its costs base, service areas should analyse costs at unit or
transaction level, particularly for significant, priority or high spending areas. Comparative
information should also be more widely used to benchmark areas of spend.

The Council has previously exceeded the efficiency target covering the period 2005-06 to 2007-08
identifying cumulative savings of £3.2 million of which £2.2 million were cashable. The Council
forecast to produce efficiency savings of £1.089 million for the period from 1 April 2008 to the end
of March 2009. These savings equate to 2.8% of baseline expenditure of £32.7 million and are
equivalent to £29 per Band D property, which is more than the average efficiency figure of £22 per
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Band D for all other district councils. The Council reported, through NI179, actual efficiency
savings of £1.365 million, again exceeding their original forecast.

Recommendations

4. Continue to develop a sound understanding of costs and performance across all of the Council's
services and seek improved value for money from this. The Council should also demonstrate how
partners are being used to challenge resources and deliver VEM.

5. Implement wider use of whole life costing to demonstrate how these support investment
decisions across the Council's services.

6. Demonstrate how service and activity costs are compared and how benchmarking is being used
to improve service efficiencies. Given the current financial challenges, the Council needs to
demonstrate further how it is reviewing and challenging its cost base on an ongoing basis to help
deliver the financial position. VEM tools and benchmarking data should be used more routinely by
services to manage costs, improve performance and support the delivery of its Service
Improvement Plans.

KLoE 1.3 - Is the organisation’s financial reporting timely, reliable and does it
meet the needs of internal users, stakeholders and local people?

This KLOE focuses on whether the Council produces relevant, timely and reliable financial
monitoring and forecasting information and uses wide-ranging performance information for in-year
decision-making and monitoring. It secks to establish the extent to which financial reports are clear
and support strategic decision making and whether the Council's accounts meet statutory
requirements, financial reporting standards and present fairly the financial performance and position.
It also focuses on whether the Council publishes reports that provide an objective, balanced and
understandable assessment of its performance in the year.

Our review has identified that the Council has sound arrangements in place for financial monitoring
and forecasting. Formal budget outturn reports are prepared on a quarterly basis and received by the
relevant scrutiny committee. This includes performance to date as well as the forecast position to
the end of the year. In addition, variances are reported to executive members. There is a formal
monthly budget timetable in place to ensure that financial information for internal reporting is
collated on a timely basis. Good control is maintained over financial data through accountants in
the central treasury services team and there are regular meetings between the accountants and
service managers to discuss variances and any remedial actions required.

The financial information reports the expected year-end position and its impact on reserve balances
for the financial year. The new financial management system, implemented during the year, has a
separate reporting function which is used to inform the figures presented in the quartetly
stewardship reports presented to each scrutiny committee. Service managers do not have individual
access to the separate reporting function (collaborative planning) and these are provided by the
central treasury accountants and discussed prior to preparing the stewardship reports. Service
managers do, however, have access to the financial management system. Whilst this does not give
the forecast outturn position it does report, for each cost centre, the budget and actual spend to date
as live information. Moving forward, the Council needs to demonstrate how it is using the
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forecasting applications within the new financial system to help develop and analyse trends to better
inform the monitoring of the financial position. It should also review the reporting capabilities of
the new financial management system further to establish whether providing access to these
reporting functions to service finance managers could realise improvements to its internal financial
management.

Members receive bi-annual performance indicator reports and portfolio updates and quarterly
stewardship reports. Each report includes commentary direct from the service heads identifying
and explaining the key variances. However, there is not currently a report that directly links finance
and performance information to members. It is the responsibility of the individual service managers
to monitor both financial information and performance information. The development of the
service improvement portfolios should enable the Council to communicate more direct links
between performance and financial resources and report on these relationships and their behaviour
to members. Feedback is sought from members to ensure that reports are updated and tailored to
meet their requirements and we have seen a number of examples where such changes have been
made to reflect member questions and feedback.

The Council has a strong and effective accounts closedown process with information available on a
timely basis. The Council consistently prepares accounts which are approved, submitted and
published in accordance with statutory requirements. Financial statements are available on the
Council website and cleatly signposted under financial information. Whilst the 2007-08 financial
statements did contain non trivial errors, there were only a small number and all errors were
corrected by the Council after the audit had identified them. Our subsequent work with the Council
on their arrangements for preparing the 2008-09 accounts demonstrates that the Council has taken
action to ensure that these errors do not reoccur. Whilst our 2008-09 financial statements audit did
not identify any significant audit issues affecting the reported general fund position, a number of
adjustments were required to ensure that the Housing Revenue Account information was accurately
reflected in the Council's Income and Expenditure account. Working papers provided for the audit
were to a high standard and officers engaged well with the audit team in responding to audit queries.

The Council has taken the decision not to publish an annual report. The corporate plan is
published each year and is available on the Council's website. This is updated based on the
performance for the previous year and clearly identifies the specific objectives for the future. It
includes financial information that shows the services on which money was spent and where the
money came from. It also has a summary of the financial position per the balance sheet and details
of capital spend in the year. The Council also uses other communication methods, such as the
Council Tax booklet and the Exeter Citizen newspaper to report financial matters and information
to local stakeholders. We found that the Council has not undertaken any specific consultation with
stakeholders on what financial or performance information should be presented in these forms of
communication to reflect their needs and requirements.

The Annual Audit Letters for the last few years are published on the Council's website. The Council
has demonstrated that information is available in formats to meet their duties under equalities
legislation. The financial statements are presented in an easy to understand format, with
explanations of the key statements and a glossary of terms included at the back of the document.
The Council also prepares a housing annual report in consultation with tenant and leaseholder
representatives and feedback has been sought on its format and content.
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14

Recommendations

7. Develop financial forecasting techniques to further improve the financial reporting function,
including the use of risk and sensitivity analysis where appropriate. This should include an
assessment of the usefulness of the new financial management system to develop and analyse trends
and supporting the forecasting of the Council's financial outturn position.

8. Develop a more integrated approach to collecting, producing and monitoring financial and non
financial performance to more clearly demonstrate the impact of spending decisions on service
provision and performance.

9. Ensure that financial and performance information in key plans, reports and communications is
reflected in a user friendly way that is based on consultation with stakeholders and good practice.
This should also include robust environmental footprint and social information.
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4 Governing the business

Theme summary

This theme focuses on strategic commissioning and good governance, in particular how well the
Council governs itself and commissions services that provide value for money and deliver better
outcomes for local people.

Our summary findings

We have assessed the Council as performing well in this area. The Council has developed a strategic
approach to the commissioning and procurement of services. This is set out in its Sustainable
Commissioning and Procurement Strategy and is underpinned by a thorough assessment of the
social, economic and environmental issues facing Exeter, which includes an understanding of the
inequalities of its community and their needs for services over the longer term.

The Council recognises the importance that relevant and reliable data has in underpinning decision-
making and performance management. It has established clear procedures for data quality and a
range of systems and processes for the collection, recording and analysis of performance data.
Responsibility and accountability for data quality is formally defined at corporate level and some
data sharing protocols have been developed.

The Council has sound arrangements in place for promoting and demonstrating good governance.
The corporate Scheme of Delegation, Financial Regulations and Constitution detail the roles and
responsibilities of those involved in governance and there is a code of conduct for members and
officers. The Standards Committee is operating effectively, hospitality and gift registers are in use,
are actively managed and compliance with them is reviewed. A whistle-blowing policy is also in place
which is publicised on the corporate website and we have identified that there is a high level of
awareness of the policy amongst members and officers.

The Council has adequate arrangements in place for the management of its corporate risks and for
maintaining a sound system of internal control. There is a risk management policy and the risk
management arrangements link to key corporate and strategic objectives, though these arrangements
would benefit from an internal review to ensure that they remain fit for purpose. In addition, the
Council should focus on implementing effective operational risk management arrangements at the
service level ensuring that risk registers are prepared by all departments, linked to service
improvement portfolios and monitored on a regular basis.

The Constitution sets out sound arrangements for the effective governance and assurance
arrangements of the Council's activities. There is a business continuity plan which is reviewed and

regularly tested. The Scrutiny Resources Committee is robust in its delivery of the role of an audit
committee, but could be enhanced if it undertook a more formal assessment of its activities to
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confirm its effectiveness, identifying those areas of strength and those which could be developed
further.

Further details on each KLLoE area are provided in the following sections.

KLoE 2.1 - Does the organisation commission and procure quality services and
supplies, tailored to local needs, to deliver sustainable outcomes and value for
money?

This KLOE is concerned with whether the Council has a clear vision of intended outcomes for local
people that shapes its commissioning and procurement, and whether it is based on an ongoing
analysis and understanding of needs. It also seeks to establish whether the Council understands, and
seeks to influence and develop, the supply market; and whether it reviews service competitiveness
and achieves value for money.

We have assessed the Council as performing well in this area. The Council has compiled an analysis
of the social, economic and environmental issues facing Exeter, which includes an understanding of
the inequalities of its community and their needs for services over the longer term. This underpins
their corporate planning framework and has facilitated the development of a sustainable
procurement and commissioning strategy which sets out a clear vision for how the commissioning
and procurement of its services will support the delivery of outcomes for local people. This strategy
has been widely consulted upon. An implementation plan supplements this strategy and progress
has been made against this plan.

The Council is active in a wide range of consultation. The Council has demonstrated how
stakeholders and suppliers have had an input into the design of services, e.g. tenant representation at
all stages of the procurement process for the new housing repairs contract, information forums on
the design of the leisure management contract. The Council's commissioning strategy has been
published on the Council's website and a good practice guide circulated to raise awareness.

The Council has provided examples as to how the redesign of services and the effective use of IT
has improved service delivery. Their website has been redeveloped following a detailed public
consultation. It has been re-launched with an enhanced self service function. Front line delivery of
the housing benefits service has been integrated with the Customer Service Centre and electronic
scanning and document management has been implemented and is helping to deliver efficiencies in
back office functions, the full benefits of these are still to be realised. The Council have a real time
customer satisfaction and feedback system and outcomes from these surveys are used to improve
future working practices.

The Green Accord scheme developed by the Council gives suppliers a mechanism for
demonstrating their green credentials. It tackles issues such as fuel usage, travel and waste
reduction/recycling and in doing so helps each setvice achieve compliance with the Council’s
Sustainable Purchasing Policy. Suppliers are initially required to self-assess their own compliance
which is then verified by the contracts team. Accreditation is given at three levels and the Council is
actively working with local suppliers to improve their accreditation ratings.
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The Council is working with Envision and Envirowise to turn this local initiative into the standard
for a new national accreditation scheme. It has gained national credibility having recently been
nominated for and won national awards and a number of organisations, including the Met Office
and Exeter University, have expressed interest in using it for their supply chains. As part of our
assessment, we made a submission of good practice to the Audit Commission in relation to the
Council's development of this scheme and understand that it has been chosen as one of those that
will be published on its internet site with a view to promote good practice nationally across other
public sector bodies.

The Council continues to work with small businesses in Exeter and the region to increase their
involvement in bidding for Council work. This includes the voluntary and community sector and
presentations have been given to the Exeter Chamber of Commerce, South West Constructing
Excellence and the Federation of Small Businesses. The Council have a dedicated 'Selling to the
Council' web page to promote this further. Preferred supplier lists are in place and available on the
website along with application forms and details of any current contract advertisements.

The Council is proactive in considering options for securing goods and services. All contracts are
evaluated using a sustainability evaluation matrix to minimise their economic, environmental and
social impact. The Council has also introduced an electronic marketplace in conjunction with the
new financial system and through the Devon Procurement Partnership. This reduces the costs of
transactions and provides better management information on purchasing, allowing greater
competitive pressure to be applied on suppliers.

Recommendations
10. The Council should continue to monitor its progress in delivering the actions set out in it
Sustainable Commissioning and Procurement Strategy Implementation Plan.

KLoE 2.2 - Does the organisation produce relevant and reliable data and
information to support decision making and manage performance?

This KLOE focuses on whether the Council understands the needs of its decision makers,
produces, with partners, relevant, good quality and reliable data to support decision making and
performance monitoring. It is also concerned with whether the Council has arrangements to
monitor performance and to ensure data security and compliance with relevant statutory
requirements.

We have assessed the Council as performing well in this area. A corporate data quality framework is
in place with clear objectives for the management of data quality. This is set out in the Council's
Performance Management Framework and Data Quality guidelines. The Council has effective
arrangements and a good track record of producing and using accurate, relevant and reliable data.

Risks to securing data quality are considered as part of the Council's corporate risk management
arrangements and this includes partnership data flows, for example, with waste disposal. The
Council has a data sharing protocol in place and has provided examples of where they are working
with partners to ensure data quality in the preparation of shared national indicators, for example,
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working with other local Devon District Councils to establish a consistent methodology for data
preparation and comparison on NI187 and NI197, which they have subsequently agreed with
GOSW and DEFRA respectively.

There is a range of systems and processes for collecting, recording and analysing performance data
and security arrangements for those systems are robust. Independent reviews are undertaken by
Internal Audit on an ongoing basis, these include checking that the responsible officers understand
what data they need to capture, and that adequate supporting documentation is maintained. Our
review of the Internal Audit reports on spot checks completed to date have not identified any
significant issues. Where Internal Audit have found issues as part of their work, the Council has
acted upon the recommendations and enabled them to improve their collection methods.

The Council prepares performance benchmarking reports for scrutiny committees, senior managers
and other members of its benchmarking family. This includes information on diversity and equality
1ssues.

The Council has a number of policies, procedures and guidance which cover key business areas and
compliance with statutory requirements, this is tested through periodic reviews. In 2007, the
Freedom of Information and Data Protection procedures were audited by Internal Audit. In 2008,
Internal Audit also completed the National Archives self-assessment exercise to assess the Council's
conformity with the Records Management Code of Practice. Recommendations for improvements
have been addressed. The Council also achieved the Government Code of Connection by the end
of the year.

The Council's information security forum meets quarterly to discuss security incidents, review
security procedures and to ensure the council is providing a secure environment for its staff and
assets such as data. No significant breaches have occurred although there were a small number of
incidences where visitors forgot to hand back in their visitor passes.

The Council has arrangements in place to ensure that data supporting performance information is
being used to manage and improve service delivery. The data from the performance management
system is reported on a quarterly basis to the directorate teams and all reports are available on the
intranet for staff to review performance indicators such as creditor payments and museum visits are
monitored on a monthly basis, which has been requested due to performance levels at the Council.
A good example of improvement arising from more effective monitoring is that of sickness absence.
Detailed reports have been provided to the Senior Management Team and members with
supporting action plans which has had a positive impact on reducing sickness absence levels from 14
to 9 days per person over the last four years.

The PI data is included as part of the budget setting process, and feeds into the budget book,
demonstrating that the performance data is considered as a measure of performance along with
financial performance. In addition, a members' booklet incorporating performance in a graphical
format was produced at the year end showing performance across all services, as a result of feedback
from them requesting that the presentation of findings be improved to help develop their
understanding of performance outturns.

Data quality spot-check and housing benefits data quality results
To support out judgements for KILoE 2.2 we undertook a risk assessment exercise to determine

whether detailed spot-checks were required on any of the Council's key performance indicators. We
concluded that the Council has sound arrangements in this area and variance analysis of the
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Council's performance in its KPIs did not identify any specific areas that caused us concern. As a
result, a more detailed spot check review was not considered necessary.

We have also considered the results of the data quality aspects of our work on housing benefits.
Overall we concluded that there was robust system in place to ensure good data quality in benefits
subsidy PI statistics. This included:

e training provision on how to record statistics in Academy and DIPS for all new staff and for
all staff where there are new system changes. A dedicated in-house training team provides
this service both to Exeter and to other Devon councils;

e in year monitoring of data quality including 10% spot checks, covering all assessment staff,
undertaken by specialist team who re-perform assessments and ensure performance statistics
recorded and subsidy determinations reached are appropriate;

e personal targets are in place for accuracy of housing benefit data for each assessor.
Compliance is monitored through the spot check regime and reported on in annual
appraisal. Where additional training needs are identified in house training is provided; and

e up to date in-house, DWP and Academy processing guidance available to all staff on the
Intranet.

Our testing identified one case where a change of address change of circumstances was incorrectly
coded as a new claim. We are, however, satisfied that this does not impact on our overall assessment
of the Council's arrangements as:

e the Council separately identified this as a risk area due to known issues with the software
provider and was able to provide correspondence with Academy requesting changes to the
system defaults to minimise the risk of re-occurence;

e the spot check regime detailed above operated throughout the period and did not identify
further cases;

e staff have been specifically trained on this issue since the risk was identified; and

e a future release of Academy is due to resolve the issue going forward.

Recommendations

11. Ensure that arrangements for checking data accuracy continue to be embedded across the
Council, and shared with partners where they are the source of the data.
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KLoE 2.3 - Does the organisation promote and demonstrate the principles and
values of good governance?

The focus for this KLOE is on assessing whether the Council has adopted, promotes and
demonstrates the principles of good governance, maintains focus on its purpose and vision,
demonstrates a strong ethical framework and culture; and applies the principles and values of good
governance to its partnership working.

We have assessed the Council as performing adequately in this area. The Scheme of Delegation,
Financial Regulations and Constitution detail the roles and responsibilities of key governance
committees, members, statutory officers and other senior officers and are regularly reviewed. All
new members take part in an induction programme meeting senior staff and the Chief Executive. A
programme of training events and briefing sessions are delivered to develop members skills and
update them on current issues, new developments and guidance. Specific training sessions in I'T and
regulatory matters are provided. Events are advertised in Extract, the members’ monthly newsletter.
Members are also invited to take part in relevant staff training sessions and are provided with a
handbook available on the Councillor Information Portal.

A cross party member development committee oversees development opportunities for members.
Progress has continued to be made on the Council's application to IDeA for the Member
Development Charter Mark for Councils and a self assessment of the Council's arrangements has
been completed. Member Personal Development Plans (PDPs) have been trialled during the year
and are being rolled out to ensure all members maintain appropriate knowledge and skills and to
enable evaluation of the effectiveness of the development programme. The Council should now
ensure that the PDPs are fully embedded and are having a demonstrable positive impact. Member
training is continuously reviewed and monitored by the democratic support team and is supported
by member feedback

The Council has a clear focus on its purpose and vision and the delivery of its priorities. Exetet’s
first community strategy was put in place in 2003 and a refreshed Exeter Vision was published in
early 2009. This sets out a series of aspirations and highlights a number of key challenges that
require attention in the short term. The strategy has been informed by a comprehensive evidence
base, including detailed research by Local Futures, an assessment of community need and an analysis
of deprivation. The Council’s Corporate Plan describes how these aspirations have been translated
into Strategic Priorities and link to the Devon Local Area Agreement.

There are very strong working relationships between members and senior officers, and these are
governed by the Code of Conduct and Protocol on Member/Officer Relations set out in the
Constitution. Regular meetings are held between Directors, Portfolio Holders and Group Leaders
as well as the Chief Executive and the Leader. A Register of Gifts and Hospitality for members is in
place and publicly available on the Council's website.

The Council’s Standards Committee oversees high standards of conduct by members and officers.
The Standards Committee is made up of eleven members, three of whom are independent and is
chaired by an independent member. The independent members are encouraged, and do, attend the
South West Independent Members of Standards Committee Group Conference every six months
and they formally feedback what they have learned to the other members of the Standards
Committee. The Standards Committee’s role and information about the members serving on it is

Page 20

Page 39



Use of Resources 2009 - findings and conclusions 21

set out on its web site. This page also contains information about how a member of the public can
make a complaint.

Only one complaint was received regarding an alleged breach of the Code of Conduct by a
Councillor and this was referred to the Standards Committee. In order to ensure the compliant was
investigated thoroughly and impartially, the Monitoring Officer employed external Solicitors to
conduct the investigation on her behalf. No failure to comply with the provisions of the Code was
found. Councillors are well briefed about their role and the Standards Committee regularly receives
updates about its role and new procedures. The lack of complaints to the Standards Board for
England reflects the understanding Councillors have about their role and the good working
relationships with officers.

A whistle-blowing policy is in place and is publicised on the website and the Council ensures that
awareness of this policy amongst members and officers is high. A number of incidents have been
reported and followed-up during the year.

The Council are currently establishing a corporate register of partnerships. Once this has been
completed, it needs to review its significant partnership arrangements that it has identified to
confirm that satisfactory governance arrangements are in place for all of these. It should also review
the effectiveness of its arrangements with partners to ensure that they are delivering the expected
outcomes effectively whilst delivering value for money for the Council.

The Sustainable Communities Strategy clearly sets out how the Council's priorities and objectives are
aligned to those of the local and Devon wide Local Strategic Partnership. The Council was involved
in developing, and is signed up to, the Devon Compact which sets out how they work with the
voluntary and community sector. The Council works closely with the PCT and voluntary sector
through its Social Health and Inclusion Partnership. The Social Health & Inclusion Partnership has
responsibility for overseeing this and implementing actions associated with health and social
inclusion issues across the city. The Neighbourhood Partnerships are a good example of how this
works in practice.

Recommendations
12.  Ensure that member PDPs are fully implemented to ensure that skills gaps are identified and
training plans are in place to address these.

13. Continue to monitor levels of member attendance at training sessions to ensure that they aim
to attend all courses relevant to their role, enabling them to discharge their responsibilities
effectively.

14. Assess, for key partnerships identified, whether appropriate governance arrangements are in
place.

15. Consider how the Council can demonstrate its strategic partnerships have resulted in more
efficient use of resources, by lowering costs or delivering better outcomes for the population of
Exeter.
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KLoE 2.4 - Does the organisation manage its risks and maintain a sound system
of internal control?

This KLOE assesses whether the Council has effective risk management in place that covers
partnership working; whether there is a clear strategy and effective working arrangements, to
manage the risk of fraud and corruption; and whether the Council has a sound system of internal
control including internal audit.

We have assessed the Council as performing adequately in this area. The Council has a Risk
Management Policy and procedures which is published on the Council's website. However, these
were last reviewed in 2006 and should be revisited to confirm they remain fit for purpose. A
corporate risk register is in place, linked to objectives, and is considered by the Scrutiny Resources
Committee twice a year (March and November) and by the Executive annually. Relevant parts of
the register are also submitted to the other scrutiny committees annually in November so that they
are aware of the risks relating to their areas of responsibility.

Whilst risks in delivering service performance are discussed at monthly service management team
meetings, operational risk registers to formally document these assessments are still being developed
in most service areas. Cleansing Services were the first service area to successfully implement the
Council's risk management approach, following the completion of a pilot exercise where they
worked closely with Internal Audit. Further roll out of operational registers is planned on a priority
basis with car parks, I'T and customer services being part of the next wave of implementation.
Internal Audit are supporting services in implementing these arrangements providing expertise and
support on understanding the risk management process and developing the registers. The Council
needs to ensure that all services formally develop and regularly maintain a register of operational
risks and ensure that these are linked to the service improvement plans.

An officer Risk Management Group is in place, with representatives from the three directorates,
meeting shortly before Scrutiny Resources Committee to consider any new or amended risks arising
from discussions at their Directorate Management Team meetings. The Leader of the Council is the
lead member for risk management. We found that appropriate risk management arrangements are
in place for the management of significant projects, such as the Museum development, but the
Council have recognised that arrangements need to be improved to ensure that these are better
linked with the Corporate Risk Register.

Whilst risk management training has been delivered to members, this needs to be performed on a
more timely basis. The Council should also ensure that it targets any member and officer training to
those who are specifically involved in risk management as well as to new starters.

The council’s Whistle Blowing policy is well publicised. Most recently an article appeared in the
Exeter Citizen Winter 2008 edition, publicising the Internal Audit Fraud Hotline. At the time of our
assessment an Anti-fraud and Corruption Strategy was in place but an updated version was being
developed. The Council is seeking to incorporate best practice within the new strategy and it will
clearly set out the action that will be taken against individuals in fraud cases and how action will be
taken to recover any losses. Housing Benefit staff are trained and work with the DWP to investigate
potential cases of benefit fraud and BVPI 076¢ shows there were 6.06 Housing Benefit prosecutions
and sanctions per 1,000 claims during 2007-08; an improvement on 2006-07 when there were 4.50.
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The Council has an assurance framework in place and assessed the system of control through the
Annual Governance Statement, which is supported by risk management and internal audit. There is
an effective internal audit function at the Council and key control documents, such as standing
otrders, are reviewed on an annual basis.

The role of the audit committee at the Council is undertaken by the Scrutiny Resources Committee.
It covers the basic role of an audit committee including reviewing internal controls, risk
management and receiving internal and external audit reports and is operating effectively. However,
in order to identify those areas to where it could further enhance its operations, the Committee
should formally assess itself against the CIPFA guidance for audit committees and complete the self
assessment checklist. This will enable it to identify where it is fully delivering the core functions of
an audit committee and where there are opportunities for further development. The committee
should reflect and report on its performance on an annual basis to demonstrate the positive impact
of its work through providing effecting challenge on internal control arrangements and how its is
monitoring council's progress against any actions to address significant internal control issues. This
includes taking appropriate action to address issues highlighted in internal and external audit reports.

A corporate level Business Continuity Plan is in place. Emergency simulation exercises take place
with partners annually to test the effectiveness of the Council's plans with the latest one completed
on 3 April 2009. Post exercise de-briefs and reports draw together learning issues from participants
and, where necessary, identify responsible officers to make improvements.

Recommendations
16. The Risk management policy, procedures and supporting documentation should be reviewed
on a regular basis to ensure that these remain fit for purpose.

17. Plans should be put in place to ensure that all members and officers responsible for risk
management are provided appropriate training on a regular basis.

18. Operational risk registers should be prepared and formalised for all service areas to ensure that
the risks to delivering operational objectives and achievement of service improvement plans are
identified.

19. The Resources Scrutiny Committee should complete a self assessment of its functions using the
CIPFA self assessment toolkit, to satisfy itself that it continues to deliver the requirements of an
effective audit committee.

20. The Scrutiny Resources Committee should seek to demonstrate that its work has a positive
impact in providing effective challenge and ensuring that the Council is working to continually
improve its systems of internal control. This could include undertaking an annual review of the
Committees effectiveness and formally reporting this.
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5 Other resources

Theme summary

This theme focuses on the effective management of natural resources, assets and people. It is
concerned with whether the Council understands, and can quantify its use of, natural resources and
whether it is managing performance to reduce its impact on the environment. It also focuses on
whether the Council has a strategic approach to asset management. Finally it seeks to establish
whether the Council has a productive and skilled workforce, knows in the medium to longer term
what staff it will need, with what skills, and has plans to achieve this.

Our summary findings

The Audit Commission has determined that the first two areas within this KLLoE, making effective
us of natural resources and managing assets effectively, will not be assessed at district councils in
2008-09. Our assessment has been limited to planning and developing an effective workforce.

Overall, the Council has sound arrangements in place to manage its workforce, with good examples
of initiatives in place to develop its workforce, manage its staff effectively and establish robust
working practices. The Local Government Review in Devon has impacted upon the embeddedness
of some of these processes, due to future uncertainty, and some corporate documentation requires
updating once future arrangements have been confirmed. There is clear evidence that the Council is
effective in engaging and supporting staff through various communication methods and provides
support to staff directly impacted by change.

The Council is active in reviewing workforce requirements and prepares information annually to
members on the workforce profile to the Council and future implications of decisions, including
comparisons with other bodies. Further evidence of how the Council's actions are leading to
attributable outcomes is required to meet level three, to be able to demonstrate that the workforce
planning is actively supporting strategic policies and driving the Council forward.

KLoE 3.1 - Is the organisation making effective use of natural resources?

This KLoE has not been considered in 2008-09 as the Audit Commission has prescribed that the
introduction of assessed themes will be phased over three years. Appendix D details those KLoEs
to be assessed in each year.

KLoE 3.2 - Does the organisation manage its assets effectively to help deliver its

strategic priorities and service needs?

This KLoE has not been considered in 2008-09 as the Audit Commission has prescribed that the
introduction of assessed themes will be phased over three years. Appendix D details those KLoEs
to be assessed in each year.
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KLoE 3.3 - Does the organisation plan, organise and develop its workforce
effectively to support the achievement of its strategic priorities?

This KLOE considers the workforce for the Council as a whole, incorporating workforce planning,
organisational change and recruitment. It also seeks to establish whether the Council has identified
how to improve the diversity profile of it's workforce so it broadly reflects the community it serves.

We have assessed the Council as performing adequately in this area. The Council has a Workforce
Strategy in place which was due to be reviewed during 2007-08, but the uncertainty created by the
Local Government Review (LGR) in Devon has impacted upon the timescales for delivering this.
The strategy and subsequent plans clearly link to the Council's objectives and feed through the
organisation as part of the Managers’ Competency Framework and appraisals. The Strategy informs
the annual Workforce Profile Report which is sent to Scrutiny Resources Committee in June each
year. Through this report, and the overall corporate workforce strategy, services have the
responsibility to set out action plans for any skills shortages within each of the services. Results
against performance indicators are also reported as an appendix to the Corporate Plan. Work
undertaken as part of the LGR review has identified the staff mix required should the option go
ahead. The workforce strategy for 2007-08 remains valid for 2008-09 and current preparations are
being made to update this strategy.

Individual departments are responsible for reviewing the staffing structures, based on requirements
for efficiencies. This has been evident for a number of services including leisure and museums, the
archaeological field unit; customer service centre and housing benefits; treasury services and the
merger of planning and building control. These reviews have primarily been driven through
resource constraints, but the reports to members have also considered the impact on the services as
well as staff. Moving forwards, the Council needs more clearly demonstrate how service workforce
planning is linked to performance and service delivery.

Sickness absence levels have improved from 14 to 9 days per person over the last four years.
Initiatives to reduce this have included the "be active 4 life" scheme, additional training for managers
on the return to work interviews, providing a counselling service through occupational health and
offering redeployment opportunities. This is monitored closely through "Bradford factor" reports
which are produced for managers each month for comment. Whilst performance has deteriorated
slightly since last year, this continues to be closely monitored by the Council.

Biennial staff surveys are undertaken to monitor satisfaction, the last of which was reported to the
Council's senior management team in December 2007. This showed that nearly three quarters of
respondents (71.6%) would rate the Council as a 'good to very good' employer.

The Council has entered into a "master tender" agreement with one recruitment agency whereby all
applications and vacancies are dealt with through the one agent. This has resulted in shorter times
for processing vacancies and also enabled the Council to have access to a broader pool of potential

employees.

The Council has engaged with, and supported, their staff effectively during organisational change.
Throughout the local government review process, staff have been kept informed of progress via a
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range of mechanisms including team briefings, e-mails from the Chief Executive, staff question and
answer sessions and road-shows held at different sites and dates to ensure that the maximum
number of people can attend. In addition, training sessions have been offered to all staff on how to
deal with, and respond to, organisational change. During the restructure of the Archaeological Field
Unit affected staff were consulted with from the start and put forward their own suggestions of
what the model should look like, which were ultimately taken up. In addition, HR User Groups
have representatives from all services and feed into the Employee Liaison Forum which is attended
by Councillors, Senior Management, Head of HR and Unison/Staff representatives.

Following periods of organisational change, the Council needs to ensure that post implementation
reviews are performed and analysed to ensure that they can assess the effectiveness of the process of
managing the change and identify where it could do things better. The Council clearly values its
people and this is evident through the achievement of Investors in People since 1996 and the
Charter Mark award within a number of directorates. High performance is celebrated through City
News, the Exeter Citizen and Team Briefs.

A new recruitment website was developed and launched in April 2008, with the aim of attracting a
greater number of applicants on-line, reducing the number of application forms received in hard
copy and streamlining the process to reduce the time taken from vacancy to appointment. Initial
feedback has been positive and the Council now receive 84% of applications on-line. Alternative
arrangements are in place to maximise the access for all potential applicants that do not have access
to the internet.

The Council are in the eatly stages of setting up a corporate apprentice scheme which will enable
more targeting of under-represented groups in particular roles, build a more diverse workforce and
positively promote the Council as an employer in the local market.

The Council have self assessed themselves as a Level 2 against the Equality Standard for Local
Government and are discussing within the Equality Working Group the benefits in working towards
the 'achieving' level of the new Equalities Framework for Local Government and the added value
that will be obtained from this.

In 2007, the Council published a three-year Comprehensive Equality Scheme in line with legislative
requirements, setting out measurable outcomes for our service users, staff and councillors. This was
reviewed in 2008-09 and an assessment of the achievements has been undertaken and a list of
actions drawn up to continue to meet the set objectives. This was approved by Executive on
29 June 2009. An example of how the Council has promoted diversity was through the delivery of
training to all 451 Exeter taxi driver with the effectiveness of this training being monitored through
mystery shoppers from Living Options Devon. An equal pay audit was undertaken in January 2009
with Unison and a report and action plan produced. No significant issues were identified from this
review.

Recommendations
21. Ensure that the workforce strategy is reviewed to ensure that this remains fit for purpose and
continue to reflect strategic priorities and support ongoing service delivery.

22. Demonstrate how workforce planning is linked to performance management and delivering
improvements in service areas.

23. Demonstrate further how the Council's workforce policies are benefiting the wider community
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of Exeter, including assessment of the volunteering network.
24. Demonstrate how the introduction of the Corporate Apprentice Scheme will enable the
Council to undertake more targeted recruitment aimed at under represented groups in the

community.

25. Ensure that post implementation reviews are undertaken with staff to assess benefits and
lessons learnt from their experiences of organisational change within the Council.

26. Work towards the 'achieving' level of the new Equalities Framework for local government.
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B CAA and the new Use of Resources Framework

The Old UoR Regime

Local authorities' Use of Resources (UoR) has been assessed by external auditors under the
Comprehensive Performance Assessment (CPA) regime since 2005. Until 2008, this took the form
of an assessment in each of the following 5 areas:

e Financial Reporting;

e Financial Management;
e Tinancial Standing;

o Internal Control; and

e Value for Money.

Authorities received an overall UoR score, and a score for each area as set out below;

1 Below minimum requirements - performing inadequately

2 At only minimum requirements - performing adequately

3 Consistently above minimum requirements - performing
well

4 Well above minimum requirements - performing strongly

This score directly influenced each organisation’s overall CPA score and had a significant impact on
external perception and reputation.

The move to Comprehensive Area Assessment

The CPA regime provided an effective roadmap and stimulus for improvement, which helped many
authorities to move in the right direction, focusing on externally validated strengths and weaknesses.
This was reflected by a national picture of gradually improving scores and assessment results from
2005-8, and improving services to the public.

However, in order to build on the success of CPA, the Audit Commission recognised the need to:

e Ask "how well are people served by their local public services" rather than "how well are people
served by their Councils";

e Tocus on outcomes for an area, not just on individual organisations;
e Consider local priorities rather than apply a "one-size fits all" approach;

e Consider whether performance is likely to improve in the future, rather than how it has
improved in the past; and

Page 35

Page 54



Use of Resources 2009 - findings and conclusions

e Place less importance on compliance and rules to reflect local differences.

In late 2007 the Audit Commission began to consult on a new framework for comprehensive area
assessment (CAA), of which an updated UoR assessment would be a key component. The CAA
framework that emerged focuses on areas rather than the organisations within them, and holds local
partners jointly to account for their impact on the things that matter to the area as a whole. The
CAA asks three key questions:

e How well do local priorities express community needs and aspirations?
e How well are the outcomes and improvements needed being delivered?
e What are the prospects for future improvement?

The CAA does not give an overall score, as was the case for CPA. However, there will be green flags
given for innovative or exceptional performance and red flags given to indicate concerns about
outcomes and performance.

CAA - key changes

CPA (07.V..}

Local government focus

All sectors and partners

Institution based

Area based

One size fits all

Focus on local priorities

Performance

Outcomes and perceptions

Collaboration between

regulators

Joint assessment

Continuous assessment,

Cyclical inspection . . .
proportionate inspection

Focus on past performance Focus on future improvement

Source:- Audit Commission

Use of Resources under CAA

Alongside the area assessment, CAA will include organisational assessments for key public sector
organisations including councils, primary care trusts (PCTs), police forces and fire authorities. FEach
organisational assessment consists of two components; an assessment of how effectively the
organisation is addressing its own priorities, called "managing performance” for councils, and an
updated UoR assessment will be applied similarly across the different types of organisation.

The new UoR framework under CAA applies from 2008-09. The diagram below shows the overall

approach to the revised UoR framework. There are three themes replacing the five areas included in
the old framework, and a number of key lines of enquiry (KLLoEs) within each theme.
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Use of Resources under CAA (source: the Audit Commission)

Value for
money in

the use of
resources

The individual KILoEs for each theme are detailed in the main body of this document. Scoring

criteria are set out in appendix C.
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C Scoring criteria and rules

The table below summarises the criteria used to reach scored judgements for each KLoE.

Level 2 Level 3 Level 4

Performs adequately Performs well Performs excellently
Arrangements consistent with | Implemented effective Demonstrating innovation or
established professional arrangements that are: best practice.

practice and guidance, meet » forward looking and

statutory requirements and proactive in identifying

operate effectively. and developing

opportunities for
improvement; and

» include more sophisticated
measuring and assessment

techniques.
Arrangements sufficient to Outputs and outcomes Demonstrating strong
address the KLoE. demonstrate arrangements outcomes for the community
which are effective and have including through partnership
the intended impact, and working.

show evidence of effective
partnership working.

Arrangements achieve Evidence of performing Evidence of performing well

minimum acceptable levels of | consistently above minimum | above minimum acceptable

performance. acceptable levels and levels and achieving excellent
achieving VIM. VIM.

Theme scores are derived from a numerical average of the KLoE scores within that theme. In some
cases such as theme 2 or theme 3 when only 2 out of 3 KILoEs are assessed, the average of KI.LoE
scores could result in a number ending in .5. In such cases the following rules apply in 2008-09;

e Tor theme 2, if the average KILoE score ends in 0.5, then the theme score will be rounded up or
down to the score for KLoE 2.2. Examples - KLLoE scores of 3,2,2,2 = theme score of 2. KL.oE
scores of 3,2,3,2 = theme score of 2. KLLoE scores of 2,3,3,2 = theme score of 3.

e Tor theme 3, if the average KILoE score ends in 0.5, then the theme score will be rounded up or
down to the score for KLoE 3.1. Examples - KLLoE scores of 3,2 = theme score of 3. KLoE
scores of 2,3 = theme scote of 2.

The Audit Commission document at the link below details the overall approach to UoR framework
and full details of scoring methodology.
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http://www.audit-

commission.gov.uk/SiteCollectionDocuments/Downloads /uorframework2008updatefeb09.pdf

In addition the Commission published auditor guidance for the UoR framework. This is available at
the link below. This provides details of the specific KLLoE’s and expected indicators for levels of
performance;

http:/ /www.audit-commission.gov.uk/localecov/audit/UoR /Pages/guidance.aspx
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D KLoEs specified for assessment in 2008-09 and 2009-10

Some KLoEs are assessed on a rotating basis. The table below summarises the KLLoEs that were
assessed and formed the basis for the VEM conclusion in 2008-09.

Single tier ..
District
2008-09 or county . NHS PCTs
. Councils
council
Theme 1 - Managing finances
1.1 Financial planning Y Y Y
1.2 Understanding costs Y Y Y
1.3 Financial reporting Y Y Y
Theme 2 - Governing the business
21 Commissioning and v v o
procurement
2.2 Use of data Y Y Y
2.3 Good governance Y Y Y
2.4 Internal control Y Y Y
Theme 3 - Other resources
3.1 Environmental v N N
management
3.2 Asset management Y N Y*
3.3 Workforce management N Y Y

* only assessed at PCT's with a significant asset base.

o For PCTs, KLoE 2.1 will form a relevant criterion for the purposes of the VEM conclusion but not a
scored KLoE for the use of resources assessment. Evidence for the VEM conclusion is expected to
be drawn from the World Class Commissioning assurance framework, findings from Auditors' Local
Evaluation work in 2007/08 and any other work undertaken locally.
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For the 2009-10 assessment, the following KI.oEs will be assessed and will form the basis for the VEM
conclusion. Scores achieved in 2008-09 will continue to apply for 2009-10 for those KLLoEs not being
assessed in year 2.

Single tier | Districts NHS PCTs
2009-10 or county

council
Theme 1 - Managing finances
1.1 Financial planning Y Y Y
1.2 Understanding costs Y Y Y
1.3 Financial reporting Y Y Y
Theme 2 - Governing the business
2.1 I():r(?)r?fr);smm;)ing and v v o
2.2 Use of data Y Y Y
2.3 Good governance Y Y Y
2.4 Internal control Y Y Y
Theme 3 - Other resources
S e X . :
3.2 Asset management Y N N
3.3 Workforce management Y N Y

o For PCTs, KLoE 2.1 will form a relevant criterion for the purposes of the VEM conclusion but not a
scored KLoE for the use of resources assessment. Evidence for the VEM conclusion is expected to

be drawn from the World Class Commissioning assurance framework and any other work

undertaken locally.

Further details are available at the Audit Commission's website at:

./ /www.audit-commission.gov.uk/SiteCollectionDocuments/Downloads/uorframework2008updatefeb09.pdf
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E Use of Resources Timetable 2009-10

42

2009-10
2009-10 . .
Councils, police
NHS -
and fire
Area Challenge
EDC submission (indicative) By 26 March 2010 By 21 April 2010
SHA area challenge 12-23 April 2010 n/a
LG area challenge n/a 10-21 May 2010
National Quality Assurance
EDC submission (final) By 2 July 2010 By 30 July 2010
NQA process 5-30 July 2010 2-27 August 2010
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I Identifying outcomes, outputs and achievements

Identifying outputs, outcomes and achievements
In order to score level 3 or above in the new UoR assessment framework, organisations were
required to show that processes are effective and having the zntended impact. This 1s an important shift in
emphasis from the previous framework, within which organisations could achieve top scores by
demonstrating excellent processes. The table below gives generalised examples of the types of
outcome that have led to higher scores.

Illustrative examples of outcomes, outputs and achievements by KLLoE

NOTE - these examples are for illustration only and do not comprehensively cover each KLoE.
Refer to section 2 for KLoE headings.

Outcome Output Achievement
1.1 [Investment in priorities leads Savings targets met, Positive external assessment
to improved performance performance reward grant
achieved
1.2 [Improved relationship betweenService reviews completed Development of effective
costs and performance identifying opportunities corporate efficiency
programme
1.3 |Healthy financial position Improved financial skills Early close of accounts, clean
audit
2.1 [mproved service performance Completed commissioning /  [[nnovative approach to joint
at lower cost procurement exercises commissioning
External recognition for
procurement
2.2 Better-informed decisions and Improved internal Finding and fixing problems
robust data to stakeholders performance reporting with own or partner data
2.3 |[Flexibility and responsiveness |All members trained in ethical [{Achieving a more balanced
whilst maintaining focus behaviour political process
2.4 [Risks identified and mitigated, [Development and review of  [Development of effective
frauds recovered risk registers partnership risk framework
3.1 |Reducing emissions and water [Training of environmental Enrolment in carbon reduction
consumption champions programme
3.2 [Improving condition of assets {Income from disposal of Better office accommodation
unwanted assets
3.3  |[Meeting skills gaps, improving [Reducing turnover and Investors in people

staff satisfaction

sickness absence

accreditation
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There are some common sense principles that should be taken into account when seeking to identify
outcomes:

organisations should not have to identify new outcomes for the purposes of UoR
assessment. These should be identified and captured through existing management activity;
organisations should understand how their processes help them to achieve their priorities;

outcomes and outputs should be measurable where possible, but if this is not the case then
a qualitative description of the improvement is still useful;

there may not be a one-to-one relationship between processes and outcomes. There may be
a small number of outcomes that arise as the net effect of a processes across a KILLoE area;
and

if you are having difficulty then discuss the area with your UoR auditor.

Our approach to ensuring consistency

In line with the Audit Commission's move to Comprehensive Area Assessment, the new use of
resources framework has been designed to provide more flexibility to recognise local issues,
priorities and achievements. This has given auditors more freedom to establish the individual story
of each organisation, rather than applying a rigid best practice template. To support this, both the
Audit Commission and Grant Thornton UK LLP have put in place new arrangements for ensuring
that judgements and scores are reached in a fair and consistent way.

The Audit Commission has:

provided extensive guidance and training;

introduced an area-based challenge process bringing together auditors within each region to
discuss and challenge indicative scores;

increased the visibility of comparative scores and commentary for auditors; and

undertaken a detailed final quality assurance process including statistical analysis across
suppliers, regions and types of organisation.

Grant Thornton has:

provided internal training and guidance;
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e developed a network of regional leads to oversee the audit process nationally;

e undertaken a number of internal consistency and challenge sessions, comparing our clients
to each other and with their regional neighbours; and

e undertaken detailed review and quality control of scores and conclusions.
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o Grant Thornton

www.grant-thornton.co.uk
© 2009 Grant Thornton UK LLP. All rights reserved.

"Grant Thornton" means Grant Thornton UK LLP, a limited liability partnership.

Grant Thornton UK LLP is a member firm within Grant Thornton International Ltd (Grant Thornton
International'). Grant Thornton International and the member firms are not a wotldwide partnership.
Services are delivered by the member firms independently.

This publication has been prepared only as a guide. No responsibility can be accepted by us for loss
occasioned to any person acting or refraining from acting as a result of any material in this publication

Page 65



This page is intentionally left blank

Page 66



1.1

2.1

2.3

24

Agenda ltem 9

EXETER CITY COUNCIL

SCRUTINY COMMITTEE - RESOURCES
25 NOVEMBER 2009

AIM PROPERTY MAINTENANCE OUTTURN REPORT 2009/10

PURPOSE OF THE REPORT

This is the second quarterly report, covering the period from July to September 2009
(but including updated figures at 2 October 2009). The report details the financial
position of the £7.4m programme of reactive and planned property maintenance and
refurbishment. This report covers just revenue funded housing and non-housing
schemes as approved by Council for the financial year 2009/10. In some cases this
programme further includes budgets for schemes rolled forward from 2008/09.
Where necessary this report will provide specific details on significant programme
variations.

BACKGROUND
The Council approved the following:
£
Housing budgets
(@) Housing Reactive Repairs 4,295,960
(b)  Housing Servicing Contracts 683,090
(c) Housing Maintenance Works 521,773 £ 5,500,823
Non-housing budgets
(d) Service Recharges 270,030
(e) Lease Requirements 98,840
(f) AIM Priority Programme 561,080
(9) AIM Reactive Repairs - General 513,710
(h) AIM Service Contracts 354,950
(i) AIM Operational Essentials 78,290 £ 1,876,870
Total £7,377,693

The current level of spending against the specifically monitored budgets in 2009/10
above presently indicates overspend of some £51,000 overall (0.7%), which has
been sustained in both housing and non-housing programmes, but otherwise there
are no significant variations at this stage.

A copy of the full financial monitoring report is available on the Internet.
HOUSING

Gas Equipment Replacement — budget £50,000

This budget is set to cover the cost of reactive repairs, mainly involving the
replacement of broken down gas boilers or gas fires, leaking radiators and

replacement temperature control valves. The amount of repairs that have been
required so far this year has meant an overspend has already been incurred. As,
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inevitably, more repairs are likely to arise through the remaining part of the year a
reasonable estimate of overspend at this stage would be £50,000. However,
although future expenditure will be controlled to limit overspend as far as reasonably
practicable, this overspend will in effect be negated by reducing the financial
provision to be spent (£1,562,100) from revenue contributions for capital projects.

NON-HOUSING
2.5 City Wall Repairs — budget £33,770

This budget was rolled forward from 2008/09 for remaining monies to be paid for
necessary repairs to the City wall at various locations. In the event, the extent of
repairs have proved more than was envisaged when the original budget was set.
Consequently, an overspend in the order of £7,000 has been incurred.

2.6 Canal Bank Underpinning at Welcome Inn — budget £4,950

This budget was rolled forward from 2008/09 for remaining monies to be paid for this
already mostly completed work. Before final completion some additional works were
found to be required to the top of the canal bank to prevent vehicles falling into the
canal. In the event when final costs were agreed they exceeded the provision made,
so an overspend of some £6,000 has occurred.

2.7 Non-Housing Reactive Repairs Generally — overall budget £513,710

This budget is split into twelve separate parts in order to better raise and monitor
orders and control work and costs. As all these provisions are for works of a reactive
nature it is difficult to predict the extent or pattern of likely expenditure in the year.
Presently, three of these part budgets indicate overspend this year, with the largest
overspend arising from the cost of leisure repairs. Whilst instructions have been
given such that future reactive repair work is to be strictly prioritised in the remaining
part of the year, nevertheless, an overspend of at least some £29,000 is likely to be
sustained this financial year.

3 RECOMMENDED

(1) that the outturn financial position of the £7.4m programme of reactive and
planned property maintenance and refurbishment for 2009/10, as detailed
above be noted.

HEAD OF CONTRACTS AND DIRECT SERVICES
HEAD OF HOUSING

HEAD OF ESTATES

HEAD OF TREASURY SERVICES

COMMUNITY & ENVIRONMENT DIRECTORATE

Local Government (Access to Information) Act 1985 (as amended)
Background papers used in compiling this report:

None
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1.1.

2.1.

2.2.

2.3.

3.1.

Agenda ltem 10

EXETER CITY COUNCIL

SCRUTINY COMMITTEE - RESOURCES
25 November 2009

HALF YEAR RESULTS OF PERFORMANCE MONITORING
2009/10

PURPOSE OF REPORT

To report the half year figures for those statutory and local performance indicators that relate
to services provided by the Corporate Services Directorate.

BACKGROUND

Performance indicators are used to measure progress against the Council’s strategic
objectives and regular monitoring ensures that the Council is on track to meet its targets, or
that remedial action is taken where necessary. Performance results are also compared
annually with similar councils to assess the efficiency and effectiveness of services.

Local indicators are chosen by the council to reflect specific priorities and to provide useful
management information. National indicators are prescribed by the Government. In October
2007, the Government published a new single set of 198 national indicators (NIs). The NlIs
replace all previous indicators, including best value performance indicators, but the majority
apply to single tier/county councils.

Members play an important role in reviewing performance and data quality. The attached
tables contain the figures for those national and local performance indicators that relate to
services provided by the Corporate Services Directorate. Commentary is provided on the
results to provide context and to explain any variance from targets and any remedial action
taken or planned.

RECOMMENDATION

That members consider the report and indicate whether they wish to receive any further
information on any particular issue(s).

DIRECTOR CORPORATE SERVICES

Local Government (Access to Information) Act 1985 (as amended).
Background papers used in compiling the report:

None
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Agenda ltem 11

EXETER CITY COUNCIL
SCRUTINY COMMITTEE - RESOURCES
26 NOVEMBER 2009

RESOURCES SCRUTINY STEWARDSHIP TO 30 SEPTEMBER 2009

PURPOSE OF REPORT

This report advises members of any major differences by management unit to the revised
budget.

STEWARDSHIP TO 30 SEPTEMBER 2009

The current forecast suggests that net expenditure for this committee will decrease from the
revised budget by a total of £826,380, with the largest part of this underspend, estimated to
be £700,000, unlikely to be spent this financial year on the Local Government Review.
Supplementary budgets of £92,170 are included but the Notional charges budgets in
respect of FRS17 Pension Costs and Capital charges have been deducted to provide the
total budget for management accounting purposes.

The main variations by management unit are detailed below:

£
2009-2010 REVISED BUDGET 16,358,850
86A1 REVENUE COLLECTION / BENEFITS (115,810)
It is estimated at the end of the first quarter that there will be a
net increase in Housing Benefits subsidy. The total is £115,810
which is 0.32% of the total Housing Benefits Subsidy
(£36,698,150).
86A3 CORPORATE 7,930
A revised scale of fees for external audit work to be carried out
during the year will result in an increase in costs.
86A4 CIVIC CEREMONIALS (22,350)
A revised rental has been agreed for the High Street shop
attached to the Guildhall civic building.
86A5 DEMOCRATIC REPRESENTATION (710,640)
It is expected that there will be an underspend on Members’
Expenses by the end of the financial year.
The budget provision that was made to finance the cost of
Local Government Review is expected to be underspent
because of the delay in announcing the final conclusion.
86A7 UNAPPORTIONABLE OVERHEADS 5,420

There is an increase due in payments to the pension fund
administered by Devon County Council to meet the approved
cost of early retirements and redundancies.
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86A8 CHIEF EXECUTIVE SERVICES (41,120)
Savings have accrued from vacancies and maternity leave.

86B1 TREASURY SERVICES (4,530)
A review of duties and posts within the administration team and
secretarial support to the Director, has resulted in increased
costs to this budget head but these will be offset in the long-
term by savings in management unit 86B7.

86B4 LEGAL SERVICES (4,870)
There have been some minor pay savings within the service.

86B5 CORPORATE CUSTOMER SERVICES 36,980
A review of duties and posts within the Civic Centre and Mail
services has resulted in redundancy costs being incurred.

86B7 DIRECTOR CORPORATE SERVICES 22,610
Redundancy costs have been incurred following a review of
secretarial support to the Director.

2009-2010 EXPECTED FINAL OUTTURN £15,532,470

3. RECOMMENDATION

3.1 That the Scrutiny Committee - Resources note this report.

HEAD OF TREASURY SERVICES

CORPORATE SERVICES DIRECTORATE

Local Government (Access to Information) Act 1985 (as amended)
Background papers used in compiling this report:

None
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3.1

Agenda ltem 12

EXETER CITY COUNCIL

SCRUTINY COMMITTEE - RESOURCES
25 NOVEMBER 2009

CORPORATE COMPLAINTS MONITORING

PURPOSE OF REPORT

This report presents a summary of complaints received by the Council from the public
during the financial year 2008/09.

BACKGROUND

As part of the corporate complaints procedure each directorate records the number and
type of complaint received for each service, what stage in the process the complaint
reaches, and the outcome of that complaint. Annual reports analysing the results are
published on the Council’'s website (www.exeter.gov.uk/complaints).

Corporate complaints are those where the customer is complaining about dissatisfaction
with a service rather than a request for service. For example if a customer complains about
a fly tipping incident this would be a request for a service to remove the items. If however
the Council failed to remove the items and the customer complained then this would be a
corporate complaint about the level of service we have provided.

Complaints are usually investigated in the first instance at Head of Service level. The
customer is then sent a reply detailing the findings. The customer is invited to return a
reply paid postcard stating whether or not they are happy with the way in which the
complaint has been dealt with. If the customer is not satisfied, they may escalate the
complaint to a second stage of investigation by a Director and ultimately refer the complaint
for a third stage investigation by the Chief Executive if they remain dissatisfied. Should they
still be dissatisfied, their recourse is to the Local Government Ombudsman.

Representatives from each directorate and the Policy Unit attend the Complaints
Monitoring Group twice a year to discuss trends in complaints, to improve both the process
and the results, and to learn lessons to develop service delivery.

In analysing the data from directorates for this report, officers have not identified any issues
of concern which would warrant a change in the way services are delivered.

RESULTS
Total Number of Complaints Received and Number Upheld

During 2008/09, a total of 172 complaints were received under the Council’s corporate
complaints procedure. This is an increase of 26% on the 2007/08 when 136 complaints
were received and follows a four-year decrease in the number of complaints received. At
the same time the number of complaints upheld decreased from 65 (48%) in 2007/08 to 64
(37%) in 2008/09.
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Figure 1: Total complaints and number upheld by year
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3.2

3.3

These differences were across almost all services so it is difficult to identify any underlying
reasons for the changes other than those described in paragraphs 3.4 to 3.9 below.

During 2008/09, 19% of complaints progressed to stage 2 which is a slight increase on
2007/08 (16%) and the percentage of complaints that progressed to stage 3 almost
doubled from 7% in 2007/08 to 13% in 2008/09. It is difficult to identify any underlying
reason for this increase other than complainants simply not being happy with the outcome
of the investigation if the result was not in their favour.

Breakdown by Service

3.4

3.5

Figure 2 below shows that Planning continues to receive the highest number of complaints:
37 during 2008/09, including three that went directly to stage 2 and one that went to stage
3. This is a 37% increase on 2007/08, when a total of 27 complaints were received for
Planning, however 11 of the complaints related to the same application, an application for
student accommodation which was allowed by an Inspector on appeal’.

Of the Planning complaints received at Stage 1 in 2008/09, 36% were found to be justified
or part justified compared to 32% in 2007/08.

! Planning member Working Group 14 April 2009 report Complaints regarding the Planning and Building Control Unit
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Figure 2: Highest Number of Complaints by Service 2004 -2009
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3.6

3.7

3.8

3.9

During 2007/08, Housing saw a 61% decrease in complaints but in 2008/09, the number of
complaints received rose again by 45% from 22 to 32, the second highest figure for the
year. This is because previous figures underreported the number of complaints about
Housing Repairs. An internal review report at the end of 2007, identified that the service
did not have a robust system for logging requests for, and complaints about, repairs. This
is now being addressed and has led to an inevitable increase in figures.

Of the 32 Housing complaints received in 2008/09, 34% were found to be justified or part-
justified compared to 36% in 2007/08.

Council Tax received 23 complaints during 2008/09, the third highest figure for the year but
the same number as was received in 2007/08. 47% of these complaints were found to be
justified or part-justified which continues a decrease on the past two years (60% in 2005/06
and 56% in 2006/07). To provide some context for these figures, the Council has over
50,000 Council Tax payers.

Apart from small increases and decreases experienced across services the other
significant change was in Leisure and Museums which received nine complaints in
2008/09, including one that went straight to Stage 2, compared to only one complaint in
2007/8. Of the complaints received at Stage 1, 25% were found to be justified or part
justified. These complaints are about diverse and unrelated issues and do not appear to be
part of a trend.

Ombudsman

3.10

3.1

The Local Government Ombudsman received 30 complaints and enquiries regarding
Exeter City Council during 2008/09. However they are unable to make comparisons
between these figures and the previous year as the recording methods they used changed
following a restructure.

Only one of the complaints to the Ombudsman was upheld and this was in respect of the
means used by the Council to recover a debt of Council Tax arrears from a person who
was alleged to have suffered from untreated mental and physical health problems.
Procedures have been reviewed as a result, and it was agreed by the Executive in March
that the Head of Treasury Services would consult with the Portfolio Holder for Business
Transformation and Human Resources prior to commencing bankruptcy proceedings in
future cases.
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3.12

The Ombudsman’s annual review states “My investigators have found the Council’s
responses to enquiries effective and helpful and information provided commendably
thorouggl. We value the constructive approach demonstrated in dealing with complaints
made.”

Benchmarking

3.13

3.14

As reported previously, benchmarking complaints received by the Council is difficult
because councils are at different stages of developing their complaints management
systems and they also record and categorise complaints in different ways.

Any meaningful benchmarking exercise is likely to require research and will only be feasible
as part of a wider review of the complaints handling system.

Improvements to Services

3.15

The majority of complaints have required only minor adjustments or improvements to be
made to services. Examples include:

e Parking Services have amended the signage in the Cathedral and Quay car park to
reflect the current hours of operation of the lift.

e The majority of Contract and Direct Services and Environmental Health complaints
related to staff attitudes and not responding to residents. This issue has been
addressed and necessary action taken.

e As aresult of a complaint about the recovery of council tax, the bailiff notice was found
to be deficient and this led to a change in the department’s internal processes.

Complainant Satisfaction

3.16

3.17

Figures for complainant satisfaction should be treated with caution as those customers not
receiving a positive outcome to their complaint may perceive that the complaint was not
dealt with properly. By the same token we cannot assume that if the complainant does not
return the card and does not pursue the complaint that they are happy with the way the
complaint was handled and processed.

Across the Council satisfaction cards were received from 52 complainants (33%) during
2008/09. This continues a slight year on year increase from 29% in 2007/08 and 27% in
2006/07. Of the cards returned during 2008/09, 48% of complainants said they were happy
with the way in which their complaint had been handled. The table below shows the results
for the services with the highest number of complaints for the last three years.

? The Local Government Ombudsman’s Annual Review Exeter City Council for the year ended 31 March 2009, Page 4
http://www.lgo.org.uk/documents/annualreview/2009/exeter.pdf
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Figure 3: Satisfaction Monitoring

2008/09 2007/08 2006/07
Returns as % of Returns as % of | Returns as % % of
% of total returns % of total returns of total returns
complaints | satisfied complaints | satisfied complaints | satisfied
Planning 15% (5) | 40% 32% (7) | 29% 43% (13) | 15%
Housing 35% (8) | 63% 9% (2) | 100% 31% (16) | 33%
Council Tax 41% (13) | 31% 35% (8) | 63% 50% (15) | 87%

Response Rate

3.18 Table 2 below gives figures for the percentage of complaints that were sent an
acknowledgement within the standard five working days and the percentage who then
received a full reply within the standard three weeks by directorate.

Figure 4: Acknowledgment of Complaints
2008/09 2007/08 2006/07
% sent % sent % sent % sent % sent % sent
initial reply | full reply initial reply full reply initial reply full reply
within within within within within within
standard | standard standard standard standard standard

Community & 98% 94% 87% 87% 93% 94%

Environment

Corporate 85% 84% 87% 96% 82% 86%

Services

Economy & 91% 67% 95% 79% 86% 95%

Development

Chief 50% 0% *100% *0% *100% *100%

Executive’s

Department

*only 1 complaint received

3.19 The Chief Executive’s Department tends to receive complaints that relate to issues across
the Council so are often more complex to investigate and take longer to respond to. In
addition, these complaints sometimes go to another service initially before it is realised that
a corporate response is appropriate and this causes a delay in acknowledging the
complaint.

3.20 In the case of the Economy and Development Directorate, a large proportion of the out-of-

time responses were to complaints received over a short period in respect of the
application for student accommodation referred to in paragraph 3.4. It was necessary to
investigate the history of the site, which had been the subject of several applications and
appeals, and it was thought desirable to formulate a composite response that could be
modified to suit individual complaints. Therefore some of the earlier complaints took
longer to respond to than would otherwise have been the case.

Page 83




3.21

3.22

The Corporate Services’ rate for sending a full response dropped from 96% in 2007/08 to
84% in 2008/09. This appears to be due to a delay in the paperwork being received for
investigation. As a result processes for handling correspondence have been tightened up
and it is anticipated that figures will improve for next year.

Community and Environment is the only directorate to see an improvement in response
rates: from 87% in 2007/08 to 94% for acknowledgments and 98% for full replies in
2008/09.

Method of Receipt

20

10

3.23  During 2008/09, the majority of customers lodged complaints via a letter (37%) though this
is a reduction on 2007/08 (57%). E-mail communication seems to have decreased slightly
to 23% in 2008/09, compared to 26% in 2007/08.
3.24  The chart below shows the methods by which the Council has received complaints over the
last two years.
Figure 5: Method of Receipt
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Equalities Monitoring

3.25

3.26

As previously mentioned, the majority of complaints arrive by letter. As the customer is
already unhappy with their relationship with the council and is making a complaint, it is
considered inappropriate to go back to them and ask for additional, sensitive monitoring
information. Similarly, staff would not ask for this information if a complaint came in by e-
mail or over the phone. The best way of collecting equality monitoring information is by
electronic complaints forms submitted via the internet site or by hard copy form. For this
reason, although the Council has included monitoring information on complaints forms
since 2002, it is only in the last two years that any substantial returns have been received.

However 2008/09, saw a substantial decrease in the amount of information received with
only 13% of complainants returning equality monitoring forms. With such small figures
involved this information carries a health warning and it raises questions about the value of
requesting such information.
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3.27  Any further consideration of the best way to ensure that our complaints system is
accessible to all communities might be included as part of a wider review of the complaints
handling system.

Figure 5: Complaints Equalities Monitoring

% of | Percentage of returns from:
complainants Women Black & People with
who returned a minority disabilities
monitoring form ethnic people
(number)
2008/09 | 13% (22) 59% 0% 41%
2007/08 | 30% (41) 41% 7% 12%
2006/07 | 26% (47) 57% 4% 9%
2005/06 | 20% (36) 47% 8% 17%

4 FUTURE ACTION

4.1 The Complaints Monitoring Group will continue to develop an analysis of the Council’s
corporate complaints. This will enable a clearer link to be established between complaints
and service improvements and in particular will help the Council demonstrate that it learns
from, and improves, as a result of complaints.

5. RECOMMENDATION

5.1 That Scrutiny Committee — Resources note the report and the work being done to improve
services as a result of complaints received from our customers.

ASSISTANT CHIEF EXECUTIVE
CHIEF EXECUTIVE SUPPORT UNIT
Local Government (Access to Information) Act 1985 (as amended)

Background papers used in compiling this report:
None.
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1.0

1.1

1.2

2.0

2.1

2.2

2.3

2.4

3.0

3.1

Agenda ltem 13

EXETER CITY COUNCIL

SCRUTINY COMMITTEE - RESOURCES
25 NOVEMBER 2009

EXECUTIVE
8 DECEMBER 2009

CAPITAL MONITORING STATEMENT TO SEPTEMBER 2009

PURPOSE OF THE REPORT

In accordance with the Prudential Code for Capital Finance in Local Authorities, it is
necessary to monitor performance against the prudential indicator for capital
expenditure and highlight significant deviations from expectations. This report
therefore sets out the current position in respect of the Council’s annual capital
programme and advises Members of the anticipated variations.

The report seeks Member approval to amend the annual capital programme, in order
to reflect the reported variations.

BACKGROUND

Local authorities are required to estimate the total of capital expenditure that it plans
to incur during the financial year when it sets the prudential indicators for capital
expenditure. This shows that its asset management and capital investment strategies
are affordable, prudent and sustainable.

Capital expenditure is a significant source of risk and uncertainty since cost variations,
delays and changing specifications are often features of large and complex capital
projects.

In order to manage the risks associated with capital programming the annual capital
programme is updated every six months, to reflect any cost variations, slippage or
acceleration of projects.

It is considered timely for the capital programme to be amended mid-year to reflect
the variations to individual projects, so that the impact of changes between financial
years can be incorporated into the capital programme for 2010/11 and beyond and

presented to Members as part of the annual budget process.

REVISIONS TO THE CAPITAL PROGRAMME
The 2009/10 Capital Programme, including commitments brought forward from
2008/09, was last reported to Scrutiny Committee - Resources on 16 September

2009. Since that meeting the following changes have been made that have increased
the programme:
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4.0

4.1

4.2

5.0

5.1

5.2

5.3

5.4

Description £ | Approval/funding
Capital Programme, as at 16 25,204,870

September 2009

Social Housing Grants (22,080) | Transferred to revenue
National Cycle Network 124,250 | Contribution from DCC
Revised Capital Programme 25,307,040

MONITORING PERFORMANCE

In order to help improve overall delivery and monitoring of the capital programme
schemes have been placed within two categories, C1 and C2. Category C1 is for
those schemes that the Council is reasonably certain of being able to deliver within
planned timescales. Conversely, Category C2 is for those schemes that the Council
is less certain of being able to deliver primarily due to factors outside the control of the
Council.

The categories do not extend to the HRA Capital Programme as it was hoped that the
full programme would be deliverable within planned timescales due to the Council’s
commitment to achieving the Decent Homes Standard.

PERFORMANCE

Projected Outturn

The capital programme for the current financial year is £25,307,040. It is projected
that £1.4 million of the programme will need to be carried forward into future years.
For details, please refer to Appendix 1 and to the explanations below.

Based upon the forecasts after six months, Appendix 2 sets out the desired changes
to the capital programme for Executive to consider for approval.

Progress
During the first six months of the current financial year the Council spent £6,013,431
of the 2009/10 Capital Programme.

This equates to 23.8% of the revised Capital Programme being spent in the first six

months of 2009/10, compared to £5.8 million (19.6%) being spent in the first six
months of 2008/09.
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55 The table below sets out how the Council is performing in terms of capital
expenditure, compared to the same time last financial year, analysed by category:

Category 2009/10 2008/09 2009/10 2008/09
Expenditure Expenditure Expenditure Expenditure
2" Quarter 2" Quarter expressed as expressed as
percentage of percentage of
Capital Capital
Programme Programme
C1 3,040,533 2,643,890 22.9% 18.4%
Cc2 945,886 892,539 15.5% 10.4%
HRA 2,027,012 2,292,253 34.0% 33.9%
Total 6,013,431 5,828,682 23.8% 19.6%

6.0 VARIANCES AND ACHEIVEMENTS

6.1 The main variances and achievements are as follows:

6.1.1 Community & Environment

Cultural City

Play Area Refurbishments (Budget £356,530)

Floodlight columns have been installed at the Multi Use Games Area at
Pendragon Road and will be made operational during November 2009.

Play equipment at Summerway Park was installed in February 2009 and is
proving a success. The remainder of the budget will fund
additional equipment for children and teenagers.

A range of outdoor fitness equipment for teenagers and adults and an outdoor
table tennis table (both unique for parks in Exeter) have been installed at
Belmont Park.

The Countess Wear Multi Use Games Area initial public consultation phase
has been completed, and a formal planning application has been submitted. It
is anticipated that the facility will be installed in Spring 2010.

A Multi Use Games Area and an extensive range of play facilities have been
provided at Kings Heath Park and this is now the best equipped play area in
the city. It is planned to provide additional seating and planting at the site this
financial year.

A Multi Use Games Area at Wyvern has been provided (Summer 2008) and
work has begun on installation of the children’s play area and landscaping.
Work should be completed by Spring 2010.

Contribution to RAMM re HLF Parks Bid (Budget £176,800)
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This budget is for the landscaping at the rear of the museum building and
cannot be undertaken until the contractor's compound has been removed;
therefore it is proposed that the budget be deferred until 2010/11.

Cared for Environment
¢ New Trade Waste Recycling Service Vehicle (Budget £33,360)

In 2008/09 one vehicle was purchased to be used on the new recycling rounds
collecting cardboard and plastics and it is proposed that the remainder of the
budget be deferred to 2010/11 when the success of the current round can be
determined and the decision whether to buy a second vehicle made.

¢ General Open Space Improvements (£0 Budget)

It was necessary to rebuild a pathway in Northernhay Gardens in advance of
the Taste of the West festival in order to establish a route from the rear
entrance of the park to allow access for emergency vehicles.

Everyone has a Home
¢ Social Housing Grants (Budget £3,386,470)

It is proposed to defer £775,520 of this budget to 2010/11 in line with
scheduled expenditure.

6.1.2 Economy & Development
Accessible City
¢ National Cycle Network (Budget £148,700)

Work this year in relation to the National Cycle Network beside the Exe
Estuary includes the viewing platform near Turf and a short length of cycleway
to bypass the lock pit, also at Turf, it should be noted that Devon County
Council pays half of these costs.

Prosperous City
e Canal Basin and Quayside (Budget £966,100)

Planning permission for the new road/car park/boat store has been granted,
and tender returns are within budget with work expected to commence in
November and complete in the Spring. The first phase of the optic fibre cable
link to Exton Road has been completed, with the final phase to progress once
the route has been finalised. Works of demolition to the old chandlery are
underway. The Signpost development adjoining 60 Haven Road is due to
complete in November. Terms are agreed, subject to contract, for a variation
to the development agreement for the old electricity building to allow the
recent planning permission for a play centre to be implemented. Devon County
Council’s application for the outdoor education centre has been approved.
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7.0

7.1

Science Park (Budget £95,760)

The Science Park is broadly on schedule despite slippage of a month in
submission of the planning application. The aim is still for a start on site in
2010 with the first building occupied in 2011. The accompanying
infrastructure, being delivered as part of the New Growth Point, is also
progressing well to ensure that the necessary transport and utilities
infrastructure is in place in time.

Housing Revenue Account
Everyone Has a Home
Due to an overspend within the Housing Revenue Account reactive repair works and

void property budgets it has been necessary to make savings on several capital
schemes in order to reduce the Housing Revenue Account contribution to capital.

Upgrading Council Roads/Footpaths (Budget £15,540)

The works were completed in 2008/09 so the budget is no longer required.
External Walls (Budget £12,000)

The works were completed in 2008/09 so the budget is no longer required.
Asbestos Removal Works (Budget £50,000)

It has been necessary to undertake extensive asbestos removal works and it
is forecast that there will be an overspend in the region of £50,000 at the end
of the financial year. Once asbestos has been identified as being in poor
condition it must be removed to protect the health and safety of the occupiers
of those properties and contractors.

Communal TV Aerials (Budget £5,000)

The work to upgrade all the communal TV aerials to receive digital signal was
completed in 2008/09 so the remaining budget is no longer required.

RECOMMENDED

It is recommended that the current position in respect of the annual capital
programme be noted.

HEAD OF TREASURY SERVICES

CORPORATE SERVICES DIRECTORATE

Local Government (Access to Information) Act 1985 (as amended)
Background papers used in compiling this report:

1. None
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Agenda ltem 14

EXETER CITY COUNCIL

SCRUTINY COMMITTEE - RESOURCES
25 NOVEMBER 2009

EXECUTIVE
8 DECEMBER 2009

OVERVIEW OF GENERAL FUND REVENUE BUDGET 2009/10

1. PURPOSE OF THE REPORT

1.1 To advise Members of the overall projected financial position of the General Fund
Revenue Budget after six months, for the 2009/10 financial year.

2, REVENUE POSITION — EXECUTIVE SUMMARY
FUND Latest Approved Stewardship Outturn Forecast
Budget Variance June 2009 2009/10
£ £ £
General Fund | 19,912,850 (389,550) 19,523,300
HRA* (682,100) (2,120) (684,220)
* Net deficit

GENERAL FUND - Appendix A

2.1 The Service Committee budgets shows a forecast under spend of £367,040 (1.85%)
against a revised Service Committee Net Expenditure budget of £19,812,850 and an
overall under spend of £389,550 against the General Fund Expenditure including
investment interest, Business Growth Incentive Grant and the provision for redundancy.

2.2 The pay settlement for 2009/10 has now been agreed at 1% for the majority of staff. The
budgets for 2009/10 included a provision of 1.5% for the pay award and there is therefore
a saving on pay budgets. This saving has been reflected within the individual Scrutiny
Committees.

2.3 Details of the variances are being disclosed in stewardship reports to individual Scrutiny
Committees during the current cycle of meetings. However the main variances are as
follows:

2.3.1  Scrutiny Committee Community — (An over spend of £46,410)

In Museum Services expenditure there is additional expenditure on business rates for the
library facility. Utility and premises maintenance costs for the RAMM are also greater than
estimated. This has been partly offset by savings from vacant posts. The net overspend is
estimated at £18,300.

Environmental Protection Services have an increase in cost in respect of the service for

the Home Call Alarm equipment and a reduction in grant income from the Department of
Health. The current overspend is anticipated to be £42,660.
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23.2

233

3.1

3.2

There is estimated additional expenditure in respect of the use of Private Sector Leasing,
bed and breakfast accommodation and Serviced Temporary accommodation. This is due
mainly to an increase in PSL void properties prior to hand back and an increase in the cost
of bed and breakfast over the first quarter together with an increase in the number of
rooms available under Serviced Accommodation. The forecast overspend is £117,950.

These overspends have been partly offset by additional income from Licensing activities
(£36,910) and net income from Recycling (£38,240); savings from a vacant post and a
reduction in agency staff in Grounds Maintenance (£57,330)and some savings in other
minor costs.

Scrutiny Committee Economy — (An over spend of £412,930)

There is a reduction in Car Park income, Building Control and Planning fees due to the
general downturn in the economy resulting in a predicted shortfall of £272,450.

The overall income levels for the Archaeological Field Unit are projected to be down for the
year. This is due to the increasingly competitive nature of the service market. Costs in
respect of redundancy have also been incurred. The total overspend is forecast to be
£296,660.

This has been offset by additional income from the Markets and Halls (£77,110), and
additional rental income from Commercial properties (£58,900) mainly as a result of lease
renewals.

Scrutiny Committee Resources — (An under spend of £826,380)

As a result of the Boundary Commission decision to further delay the recommendations in
respect of the Local Government Review (LGR) pending the Court of Appeal decision, the
£1 million of funding allocated for the implementation of LGR including mobile working has
yet to be committed. This is estimated have a significant impact upon the revenue budget

(under spend of £700,000) in 2009/10.

It is estimated at the end of the second quarter that there will be a net increase in Housing
Benefits subsidy. The total is £115,810 which is 0.3% of the total Housing Benefits Subsidy
(£38,248,990).

There has also been additional income in respect of revised rental at a shop attached to

the Guildhall civic building and some savings from staff vacancies and maternity leave in
Chief Executive Services (£41,120). This has been partly offset by redundancy costs and
small variations in other service units.

OTHER FINANCIAL VARIATIONS

There is a net transfer from Earmarked Reserves of £807,860 including £80,200 from the
Local Development Framework reserve, £200,520 from the Planning Delivery Grant
reserve, £140,000 from the Leisure Contract reserve and £352,830 from the Repairs Fund
in respect of AIM works carried forward from 2008/09 to be undertaken in 2009/10,
£21,420 from Building Control reserve, £18,950 from Empty Homes reserve, £5,190 from
the Housing Market Assessment reserve, £5,000 from Travelsmart reserve and £6,250
contribution to the Licensing reserve.

There is a reduction of £43,990 in respect of the Business Growth Incentive Grant as a
result of the Government’s redistribution of grant monies.
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3.3

3.4

5.1

5.2

5.3

A provision of £500,000 was made for redundancy and currently £165,991 has been
incurred under Service Committee Net Expenditure.

The overall net transfer from the General Fund Working Balance is estimated to be
£2,188,064 at 31 March 2010 after accounting for July approved supplementary budgets of
£456,220.

HOUSING REVENUE ACCOUNT (HRA)

During this period the total of the variances indicate that there will be a net deficit of
£684,220 which will be transferred to the working balance at 31 March 2010. £682,100 was
a planned reduction in the working balance to support Revenue Contributions to Capital
expenditure (RCC) and £2,120 is the estimated additional deficit identified at the end of the
first quarter stewardship. It is estimated that the working balance will stand at £2,174,045 at
31 March 2010.

Details of the variances are being disclosed in stewardship reports to Scrutiny Committee
Community during the current cycle of meetings.

OUTSTANDING SUNDRY DEBT
The Council issues invoices for a range of sundry debts, including :-

Commercial rent

Trade waste

Service charge and ground rent for leasehold flat owners
Home call alarms

Housing benefit overpayments

and a range of other services such as room rental.

This does not include housing rent, council tax or business rate debt.

Additional information has been requested for these reports to demonstrate the
outstanding invoices by different service. Unfortunately, it is not possible to recreate the
reports and they have therefore been run for October 2009, rather than September 2009.
The main effect of this is to significantly reduce the amount of current outstanding debt as
most of the periodic (quarterly invoices) have now been paid.

Outstanding debt at 30 September 2008 stood at £3.468m, at 31 December 2008 it was
£3.959m and at 31 March 2009 it was £4.061m. By October 2009 it was £3.001m. An
aged debt analysis is shown below, which demonstrates that of the £3.001m debt, £0.7m
is less than 30 days old. Debt over 30 days old has decreased over the ten months from
£2.691m to £2.229m.

Age of Debt October 2009 March 2009 December 2008
Up to 29 days (current) 708,672 1,724,055 £1,267,743
30 days — 1 Year 1,153,907 1,309,735 £1,600,756
1 -2 years 383,548 304,504 £329,621
2 -3 years 198,437 158,055 £221,535
3 —4 years 158,512 220,090 £171,663
4 — 5 years 117,213 117,505 £121,193
5 + years 280,826 227,459 £246,581
Total £3,001,115 £4,061,403 £3,959,091
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5.4

7.1

7.2

Of the outstanding debt, the table below sets out the main services and debts owing:

Service Outstanding debt — October 2009

£

= Commercial rent £406,652

= Trade waste £60,071
Service charge and ground rent for

leasehold flat owners £48,375

= Home call alarms £4,404

*= Housing benefit overpayments* £1,023,612

» Engineering £92,522

= AFU £314,172

= Economy & Tourism £104,109

= HRA £113,866

= General Fund Housing £102,299

= River & Canal £56,114

* These overpayments occur largely due to claimants’ change of circumstances which

leads to a lower benefit entitlement once a reassessment is made. This figure represents

about 2.9% of the total annual benefits paid.

CREDITOR PAYMENTS PERFORMANCE

The creditors’ payments in respect of the Statutory Performance Indicator BVPI8 shows

that the percentage paid within 30 days was 96.2% for the first half of 2009/10 compared

with 81.49% for the first half of 2008/09. Work with the software supplier, together with
staff development on the new operating system has improved the overall performance.
Work is continuing to increase performance further.

TREASURY MANAGEMENT UPDATE

Iceland investments — There has been a little additional news in respect of the £5m

invested in two Icelandic banks. The solicitors working for the LGA have prepared claims

for local authorities to be submitted to the Banks. Additional advice has meant that both

claims are for the full amount invested, all interest due up until maturity and penalty interest

due up to 22 April 2009 (at around 22% - the current penalty rate in Iceland), which has

substantially increased both claims. However, as a result, Landsbanki have revised down

the amount they anticipate that Councils will receive to 83p in the pound. The advice
regarding Glitnir remains that, if confirmed as preferential creditors, Councils will receive

100%.

The table below compares the Council’s investment and borrowing levels at 31 March

2009 and 30 September 2009.

Date Investments £m Borrowing £m
31 March 2009 26.091 18.000
30 September 2009 25.552 16.000
Reduction since 31 March 09 (0.539) (2.000)

Detailed Treasury Management reports will are presented to Scrutiny Committee —
Resources and the Executive Committee on a half yearly basis in November and June

each year.
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8.1

8.2

8.3

8.4

8.5

CONCLUSION

The forecast decrease in Service Committee net expenditure for 2009/10 totals £367,040
including the supplementary budgets of £456,220. This together with transfers from
Earmarked Reserves and the reduction of £43,990 from the Business Growth Incentive
Grant will result in a transfer of £2,188,064 from the Working Balance.

The forecast General Fund Working Balance at 31 March 2010 is £3,395,049 and equates
to 20.5% of the General Fund net expenditure.

It is estimated that the HRA working balance will stand at £2,174,045 at 31 March 2010.

The current advice in respect of the Icelandic investments suggests that the Council should
eventually recover all of the Glitnir money and most of the Landsbanki money.

The creditor’s payment performance has improved significantly and is currently 96.2%.

RECOMMENDATION
It is recommended that:

The General Fund forecast financial position for the 2009/10 financial year is noted.
The HRA forecast financial position for 2009/10 financial year is noted.

The outstanding Sundry Debt position as at October 2009 is noted.

The recovery position of Icelandic investment is noted.

The Statutory Performance Indicator BVPI8 for creditor’'s payments is noted.

HEAD OF TREASURY SERVICES

CORPORATE SERVICES DIRECTORATE

Local Government (Access to Information) Act 1985 (as amended)
Background papers used in compiling the report:

None
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1.1

2.1

2.2

3.1

3.2

3.3

Agenda ltem 15

EXETER CITY COUNCIL

SCRUTINY COMMITTEE - RESOURCES
25 NOVEMBER 2009

EXECUTIVE
8 DECEMBER 2009

ANNUAL STATEMENT OF MINIMUM REVENUE PROVISION
PURPOSE OF REPORT
To approve the Annual Statement of Minimum Revenue Provision for the Council.
BACKGROUND

The Local Authorities (Capital Finance and Accounting) (England) (Amendment)
Regulations 2008 came into force on 31 March 2008. The Regulations require Full
Council to approve an Annual Statement of Minimum Revenue Provision which is the
amount set aside from revenue for the repayment of debt principal relating to the
General Fund only. The Housing Revenue Account remains exempt from making
Minimum Revenue Provision although it can make voluntary set asides if it wishes.
The Regulations require a retrospective approval for 2007/08 and 2008/09 and
approval for 2009/10. For the 2010/11 financial year Full Council will be asked to
approve the Annual Statement as part of the Annual Investment Strategy.

The Council did not make a Statement as it was debt-free last year and did not
believe that it was necessary, however it has since been clarified that all Authorities
are required to make a Statement regardless of whether they have debt.

MINIMUM REVENUE PROVISION

The Regulations require that "a local authority shall determine for the current financial
year an amount of minimum revenue provision which it considers to be prudent".

Minimum Revenue Provision (MRP) is an amount set aside from revenue to meet the
repayment of debt principal. Under the old Regulations this was 4% of principal
outstanding for the General Fund and no requirement to set aside MRP in the
Housing Revenue Account. In local government accounting depreciation is charged
and then reversed out so it does not affect the level of Council Tax, however MRP is
charged to the General Fund and therefore does affect levels of Council Tax.

The Secretary of State for Communities and Local Government has issued guidance
under section 21(1A) of the Local Government Act 2003. This states that "the broad
aim of prudent provision is to ensure that debt is repaid over a period that is either
reasonably commensurate with that over which the capital expenditure provides
benefits, or, in the case of borrowing supported by Government Revenue Support
Grant, reasonably commensurate with the period implicit in the determination of the
grant."
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3.4

4.1

4.2

4.3

4.4

4.5

6.1

The guidance notes detail five options which the Secretary of State considers prudent.
These are described in section 4 below:

(a) Regulatory Method;

(b) Capital Financing Requirement Method;
(c) Asset Life (Equal Instalment) Method;
(d) Asset Life (Annuity) Method; and

(e) Depreciation Method

MRP OPTIONS

Regulatory Method

MRP is equal to the amount determined in accordance with the former regulations 28 and
29 of the 2003 Regulations as if they had not been revoked. In effect this is 4% of the
debt principal outstanding.

Capital Financing Requirement Method
MRP is equal to 4% of the non-housing Capital Financing Requirement, which is a
Prudential Indicator.

Asset Life (Equal Instalment) Method

Where capital expenditure on an asset is financed wholly or partly by borrowing then MRP
is determined by reference to the life of the asset and an equal amount charged in each
year.

Asset Life (Annuity) Method
MRP is the principal element for the year of the annuity required to repay over the asset
life the amount of capital expenditure financed by borrowing.

Depreciation Method

MRP is equal to the provision required in accordance with depreciation accounting in
respect of the asset, including any amount of impairment chargeable to the Income and
Expenditure Account. As standard depreciation rules are used where an asset is part
financed by loan, e.g. 50% loan, 50% Capital Receipt, then the full 100% depreciation
charge on the asset is required to be charged as MRP. MRP is required to be charged
annually until the cumulative amount of the provision is equal to the original expenditure
financed by borrowing. Should the asset be disposed of then the charge needs to
continue as if the asset had not been disposed of unless the debt is repaid.

2007/08 MRP
In respect of 2007/08, prior to the introduction of the regulations. The Council will use the

regulatory method, which was in force at that time, namely 4% of the qualifying Capital
Financing Requirement. The charge for the year was zero.
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6. 2008/09 and 2009/10 MRP

6.1 In respect of 2008/09 and 2009/10, the Council will match borrowing against specific
capital investment and adopt the Asset Life (Equal Instalment) Method for MRP. In
this way the funding for the asset will be paid off over the useful life of that asset.
This will ensure that loans are repaid over the asset life thus freeing financial
resources for investment in other schemes or in asset renewal. It is also simple to
operate and gives certainty in each year as to the level of charge for principal. The
other advantage is that it makes business cases and scheme appraisals easier to
compile. As a general rule the Council will seek to borrow over the same period of the
asset life up to a maximum of 50 years in line with the Regulations. The charge for
2008/09 remains zero. There was borrowing of £2.177m during 2008/09, which will
be allocated to improvements to longer dated assets. It would be appropriate
therefore to write down over 25 years and the charge for 2009/10 will be £87,000.

7. RECOMMENDATION

71 That the Annual Statement of Minimum Revenue Provision for the Council be
approved.

HEAD OF TREASURY SERVICES
CORPORATE SERVICES DIRECTORATE
Local Government (Access to Information ) Act 1985 (as amended)

Background papers used in compiling the report:
None
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1.1

2.1

2.2

2.3

EXETER CITY COUNCIL

Agenda Item 16

SCRUTINY COMMITTEE - RESOURCES
25 NOVEMBER 2009

TREASURY MANAGEMENT - 2009/10

PURPOSE OF REPORT

EXECUTIVE

8 DECEMBER 2009

To report on the current performance for the 2009/10 financial year and the position

regarding investments and borrowings at 30 September 2009.

NET INTEREST POSITION

The General Fund shows an estimated net reduction in interest receivable compared to

the budget, the position is:

Interest paid

Interest earned

Interest from portfolio
Temporary investment interest
Other interest earned

Less

Interest to HRA

Interest to s106 agreements
Interest to Trust Funds

Lord Mayors Charity

GF interest received

Net interest

Estimate Sept 09 Estimated Variation
Outturn
£ £ £

(60,000) (25,433) (45,000) 15,000
603,000 322,168 499,000 (104,000)
40,000 9,842 30,000 (10,000)
4,000 1,971 4,000 (100)
(230,000) (115,000) (230,000) 0
(45,000) (22,500) (45,000) 0
(12,000) (6,000) (12,000) 0
0 (250) (500) (500)
360,000 190,231 245,500 (114,500)
300,000 164,798 200,500 (99,500)

The other interest earned relates principally to car loan repayments and various

repayments of interest.

The reduction against budget has been caused by a number of factors. Please see
section 3 for a detailed explanation.
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3.1

3.2

3.3

3.4

4.1

5.1

5.2

5.3

INVESTMENT INTEREST

A decision has been taken in line with advice from our Treasury advisors, that
investments held with Investec are reduced in order to reduce the reliance on
borrowing. It is planned, over the course of the year, to remove up to £12 million from
Investec. Whilst this has the effect of reducing our investment interest for the year, it
will reduce the interest paid as well and reduce our risk exposure as well as bringing
our borrowing in line with our need to borrow for capital investment purposes.

In addition, temporary lending opportunities have been limited as the Council has
maintained a negative cashflow during the year and relied upon short term borrowing
to cover the shortfall.

The HRA interest is calculated according to statute, and will only change if the rate of
interest earned changes during the year. At this stage, there is no evidence of this
being the case and thus the full impact will fall on the General Fund.

There has been a little additional news in respect of the £56m invested in two Icelandic
banks. The solicitors working for the LGA have prepared claims for local authorities to
be submitted to the Banks. Additional advice has meant that both claims are for the
full amount invested, all interest due up until maturity and penalty interest due up to 22
April 2009 (at around 22% - the current penalty rate in Iceland), which has
substantially increased both claims. However, as a result Landsbanki have revised
down the amount they anticipate that Councils will receive to 83p in the pound. The
advice regarding Glitnir remains that, if confirmed as preferential creditors, Councils
will receive 100%.

BORROWINGS

The Council has had to borrow temporarily for cashflow purposes throughout the first
half of the year and incurred interest of £25,433 so far. Interest rates remain very low.
At 30 September 2009 the Council had £16,000,000 of borrowing which is being
repaid over the next few months as set out in 3.1 above. The Council continues to
have no long term debt.

FUTURE POSITION

In order to ensure that the Council’s borrowing is matched to its capital investment,
the Council will reduce its investments held by Investec to approximately £8m. Whilst
this will inevitably mean much lower future investment returns, it is a low risk strategy.

Short term borrowing rates currently remain extremely low and therefore the Council
will continue to utilise this in the short term. However it is important to note that PWLB
rates will increase as the Government’s borrowing increases, therefore, with advice
from our Treasury advisers, Sterling, the Council will look to move towards long term
borrowing at the appropriate time.

Short term investment opportunities remain limited and the Council have added
another call account facility (Nat West) to allow a further spread of investment. The
Council is also limiting its use of the Co-op’s facility as they have been downgraded by
Fitch following the merger with Britannia Building Society.
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6. RECOMMENDATION

6.1 That the Treasury Management report for the first six months of 2009/10 be noted.
HEAD OF TREASURY SERVICES

CORPORATE SERVICES DIRECTORATE
Local Government (Access to Information ) Act 1985 (as amended)

Background papers used in compiling the report:
None
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1.1

21

2.2

3.1

4.1

Agenda ltem 17
EXETER CITY COUNCIL

SCRUTINY COMMITTEE — RESOURCES
25 NOVEMBER 2009

EXECUTIVE
8 DECEMBER 2009

STAFFING — HOUSING BENEFITS

PURPOSE OF THE REPORT

The purpose of this report is to seek approval for an increase in the establishment of the
Housing Benefits Team by 1 full time member of staff.

BACKGROUND

In previous years the Housing Benefits service has delivered significant efficiency savings
resulting in a reduced establishment. However, as a result of the current economic downturn
the benefit caseload has risen significantly in recent months. Resulting from this the Housing
Benefits service is faced with having to cope with the increased volumes of work whilst
maintaining its current good performance standards. As an indication, the Council’s benefit
caseload has increased from 9,678 in April 2008 to currently stand at 10,330 at the end of
September 2009, an increase of almost 7%. The current establishment for benefit assessment
staff is 21.7 FTE.

The Government has also recognised the pressures that local authorities are facing with
regard to their statutory duty of administering housing benefit claims. The Government’s
Budget Report 2009 announced that it had set aside further additional funding as a result of
the economic downturn to ensure that local authorities can continue to deliver and improve
effective support services for the unemployed. Included within this report was provision for
additional administrative subsidy to respond to the expected extra Housing Benefit and
Council Tax Benefit workload in local authorities. It has therefore been agreed that in 2009/10
an additional £30m subsidy in addition to the previously agreed £45m announced in January
2009 will be provided to Local Authorities. The additional amount of funding that Exeter will
receive in 2009/10 is £50,249.

THE PROPOSAL

In view of the increased workload and the desire to maintain the current good service
performance it is proposed that the establishment in the Housing Benefits section is increased
by the addition of one full time member of staff.

FINANCIAL IMPLICATIONS

The cost of an additional assessment officer post at Grade 5 including staff oncosts is
£22,200 per annum rising to £24,700 per annum at the top of the grade. The additional cost of

this post in the current financial year is more than met by the additional administration grant
funding that we will receive from the Government.
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5. RECOMMENDATION

5.1 That the Executive be RECOMMENDED to approve the creation of an additional post of
Benefits Assessment Officer at Grade 5.

HEAD OF TREASURY SERVICES
CORPORATE SERVICES DIRECTORATE
Local Government (Access to Information ) Act 1985 (as amended)

Background papers used in compiling the report:
None
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3.2

3.3

Agenda Item 18

EXETER CITY COUNCIL

SCRUTINY COMMITTEE - RESOURCES
25 NOVEMBER 2009

INTERNAL AUDIT WORK - 1st HALF-YEAR 2009/10

PURPOSE OF THE REPORT
To advise Members of the work undertaken by the Internal Audit Unit.
BACKGROUND

This Committee is responsible for considering the work undertaken by Internal Audit as part
of the overall probity checking and systems testing of the Council. The 2009/10 Audit
programme was approved at this Committee’s 25 March 2009 meeting.

A summary for each main audit completed is provided and examples given of the areas for
improvement found.

WORK UNDERTAKEN

Objectives

Internal Audit’s objective is to examine the Council’s financial and non-financial systems to
check that adequate internal controls are in place to prevent loss due to frauds, errors and
inefficiency, and that due attention is paid to Corporate Governance and risk management.
A summary of the main audits completed is provided below and details are given at
Appendix 1 of areas identified for improvement identified that are assessed as either ‘High’
or ‘Medium’ risk.

Findings

Housing benefits — due to the number of transactions and complexity of the system, this

audit is broken down into sections and work is undertaken throughout the year. The areas

examined during this period were:

e assessment of benefit claims — please see Appendix 1, point 1.1

e performance indicators (carried out at the request of the HB manager) — some errors
were found, for example, in the classification of the claim. The findings of the audit
were the subject of a staff meeting at which time they were reminded of the importance
of entering correct Pl data. Regular meetings about performance indicators are now
held and if a member of staff is found to make consistent errors they will receive
individual refresher training

Based upon the audit undertaken and the manager’s positive attitude to action the audit
recommendations made, the operation of the system is considered to be at a good
standard.

Main accounting (re: 2008/09) — The audit checked that:

¢ information was being accurately transferred from the feeder systems (e.g. payroll,
creditors, income, etc.) into the main accounting system

e bank reconciliations were up-to-date and signed as checked by a senior manager

e capital assets had been accounted for and depreciated correctly

¢ the final accounts were prepared and presented in a format consistent with relevant
accounting recommendations and requirements, and complied with relevant financial
reporting standards and accounting codes of practice
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3.4

3.5

3.6

| am pleased to report that there were no matters arising and that the system is therefore
considered to be operated at a good standard.

Creditors — a) in addition to the Audit Commission’s National Fraud Initiative (NFI) data

matching exercise, half-yearly checks are undertaken to identify any duplicate payments

using twelve months worth of creditors’ invoices. In addition to the four cases identified by

the NFls, which Internal Audit has been allocated responsibility for investigating, another

case was found:

¢ in three of the above five cases, the staff involved had already identified and recovered
the overpayments

¢ in one case the staff had identified the overpayment and had off-set the amount against
a current invoice

¢ in the case identified by Internal Audit, this overpayment had not been identified when
reported, but action was taken to recover such

The number of overpayments identified by the NFI was particularly low, aided by the

controls that exist in the Creditors computer system. All of the occurrences were down to

human error in that:

o the ‘their reference’ had been keyed in differently, or

¢ the ‘their reference’ had been keyed in the same, but an extra space and/or a dot had
been input

b) purchases using the corporate credit cards were reviewed for compliance and examples

were found where the transactions:

¢ did not had adequate supporting documentation

e did not have valid VAT receipts resulting in the Council being unable to reclaim VAT in
those cases

e were not properly authorised

Action taken: Internal Audit reported to each relevant Head of Service and the respective
credit cardholder the findings of the audit and reminded that purchases must be authorised
by an independent person prior to the transaction taking place, and that proper receipts
must be obtained and provided to support the transactions.

Performance indicators — the Council’s 2008/09 PI results were audited prior to being
published. It was found that in a few cases that the Pl data requirements had not been
correctly interpreted, and in one case the 4™ quarter’s result had been entered instead of
the full year’s result. Overall the standard of data quality has improved year-on-year.

Computers — a) all Councils were required to meet the GovConnect security standards in
order to use the Government’s secure computer network to communicate with Government
departments and other bodies such as the police. A prime example is Housing Benefits
which receives and sends data to the Department of Work & Pensions in order to process
benefits claims. One of these requirements was that all the Council’s information had to be
protectively marked in accordance with its sensitivity, and appropriate security measures
put in place for that classified as RESTRICTED or PROTECTED. Users of GovConnect
were also required to be trained before they could access the systems. Internal Audit
worked with IT and others to ensure that the Council met the requirement successfully, and
an on-line training package was written by an Internal Auditor that provides proof that users
have sat and passed the knowledge tests

b) work has started in conjunction with Treasury Services and IT on ensuring that the
Council meets the Payment Card Industry (PCI) requirements. PCI controls are designed
to ensure that on-line electronic payments are made securely and that payment card data is
not held or accessible by unauthorised persons.
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3.7

3.8

3.9

4.

41

Housing — a) the Business Plan Statistical Analysis (BPSA) return was checked by Internal
Audit and a number of minor errors were found. These were reported to the person who
completed the return and amended before it was submitted to the Government

b) the Housing Strategy Statistical Appendix (HSSA) return was checked. Due to the

number of errors found the following recommendations were made and agreed:

¢ managers should be reminded that all HSSA data should be promptly submitted to the
person responsible for completing the return

¢ all figures should be accompanied by adequate supporting documentation (preferably in
electronic format) that clearly show how the results were calculated or where the data
was obtained from

¢ all documentation should be cross-referenced to the appropriate HSSA reference.

Payroll — please see Appendix 1, point 1.2.
Investigations — a) there has been an increase in the use of the Council’s on-line ‘Report
It’ fraud hotline, with the maijority of reports being made in respect of housing benefits, and

some suspicions of sub-letting of council housing

b) in one internal case two employees were found to have falsified their timesheet records
and their overtime claims, which resulted in dismissal

¢) a current case involves the possible falsification of time recording
d) an anonymous internal whistleblowing case was investigated but it was found there was

no proof of the allegations made. The Internal Audit findings are to be reported to
Standards Committee.

RECOMMENDATION

That the Internal Audit Report for the 1% half-year of 2009/10 be received.

HEAD OF AUDIT

Local Government (Access to Information) Act 1985 (as amended)
Background papers used in compiling the report: None

CORPORATE SERVICES DIRECTORATE

Appendix 1
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1.1 Housing Benefits — assessments

Executive Summary

From the testing undertaken, controls are in place and working in the following areas: Allocation
and monitoring of workloads; Household and non-dependents; Extended payments; Disputes and

appeals.

However, the audit found the following areas for improvement:

‘High’ and ‘Medium’
priority areas

Action agreed?

Date
agreed

1.a) The declaration of
interest form that staff are
required to sign uses the
Benefit Regulations (2006)
definition of 'close relatives'.
This results in parents-in-law
having to be declared, but
not grandparents who are
considered to be 'closer'
relatives than parents-in-law

b) Due to other work
priorities, checks had not
been made to ensure all staff
had signed the declaration
forms and their user access
rights to computer systems
appropriately restricted

Yes — the declaration of interest form will be
amended to include the need to make a mandatory
declaration of grandparents

Yes - the checks will be completed

Oct 2009

By end of
Sept 2009

2. Lack of evidence that:

a) new landlord signatures
had been properly verified

b) landlord signatures on
rent proofs had been
checked to the database

Yes — staff to be reminded of the verification checks
they are required to undertake

Actioned

3.a) There was no evidence
that the annual uprating of
the income parameters had
been independently
checked.

b) Amendments made to
individual parameters during
the year are not
independently checked

Yes — an independent person will undertake these
checks after each amendment

Oct 2009

4. The overall accuracy
result for the first quarter 1st
April to 1st July 2009 was
87.43%

Yes - capability investigations will be carried out on
those staff who continually make errors

Development plans to be drawn up for all staff that
will include improving accuracy

Two team managers to undertake 100% checks on
individual members of staff on a twice yearly basis

Immediate

Immediate

Immediate

1.2 Payroll
Executive Summary

From the testing undertaken, controls are in place and generally working for deductions, payments

and transfer of electronic data.
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However, the audit found the following areas for improvement:

‘High’ and ‘Medium’ Action agreed? Date
priority areas agreed

1. Input is required to be Yes — although the check is in place, these two Actioned
checked for correctness, errors were overlooked. Payroll staff have been
however, two errors were reminded to ensure they thoroughly check input
found that had not been
identified by Payroll staff
2. a) Cases found where 1. Yes — HR, will as part of administrators’ training, Dec 09/
units had submitted incorrect | give guidance on how secondments into different Jan 10
data in that: graded jobs should be dealt with
e post grades differed to the | 2. Independent periodic (half-yearly) establishment Actioned
employee grades checks to be undertaken to identify such anomalies
¢ post hours differed to
employee hours
3. a) The Council’s pre- 1. Yes - HR will remind administrators of the type of | Immediate
employment checks are not | checks that must be undertaken
as stringent as agencies are
required to undertake (e.g. to | HR will include this in the administrators’ training Dec 09/
combat identity theft) Jan 10
b) No evidence that
documentary evidence had
been seen (e.g. educational
qualifications, driving
licences)
4. a) Treasury staff had not Yes — reconciliations have been brought up-to-date Actioned

undertaken reconciliations
for the sample of deductions
selected

b) None of the previous
reconciliations had been
signed by the persons who
undertook them nor those
who had checked them

and previous reconciliations signed by those
concerned
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Agenda ltem 19

EXETER CITY COUNCIL

SCRUTINY COMMITTEE - RESOURCES
25 NOVEMBER 2009

RISK MANAGEMENT

PURPOSE OF THE REPORT

To advise the Committee of the Council’s risk management progress and seek approval
for the updated corporate risk register

BACKGROUND

The Risk Management Policy makes this Committee responsible for:

e considering the corporate risk register (CRR) and recommending its approval to the
Executive

e monitoring the effectiveness of risk management throughout the Council and the
progress made against the CRR target for actions dates.

RISK REGISTER
The Risk Management Group and relevant officers have reviewed the risks and, based

upon actions implemented and actual experience, have reassessed the Impact and
Likelihood scores. This has resulted in the following risk changes:

3. Social

¢ New Council Housing Building Programme — New — Medium risk due to the affects
of possible project overspends or not delivering the project within Government
timescales

7. Managerial/Professional

e Swine Flu — New — High risk due to the predicted Autumn increase in cases

8. Financial

e Concessionary Fares — Further representations have been made to the Transport
Minister (other Councils in a similar position have done likewise). An indication was
given that a proposal from Government may be forthcoming for 2010/11, subject to
consultation, but unless and until this is confirmed, the risk of continuing financial
loss remains high.

[o]

. Financial

e Royal Albert Memorial Museum levels of environmental control — New — High risk
as it is essential that the environmental controls meet the Government Indemnity
Scheme (GIS) requirements

e Housing and Planning Delivery Grant — New — Medium risk of financial loss if the
award is less than budgeted for, given that the method of allocation may change.
The risk is mitigated as far as possible by responding to any draft changes, and
working towards the performance targets which govern the allocation of grant.
Further, the reliance of the Planning service on HPDG funding for staffing is being
gradually reduced.

8. Financial
Science Park — New — Medium risk of financial loss, mitigated by the regular and
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transparent monitoring of project and development finances.

8. Financial

e Planning Appeals — New — Low risk of financial loss due to the revised processes
for dealing with telecom applications being amended following the recent awards of
costs against the Council.

10. Partnership/Contractual

e Archaeological Field Unit — New — High risk of financial loss if the new structure
being devised on the instructions of Executive does not succeed in making the Unit
break even. There are associated risks given the issues to be resolved regarding
the future of archive material and the backlog in writing up investigations. These
risks will be mitigated by implementation and monitoring of the new arrangements
once agreed.

11. Competitive
e Major Client/Work — increased from Low to Medium risk as the loss of major clients
would affect the relevant services.

4, RISK MANAGEMENT PROGRESS

4.1 Risk management reports have been made to the November meetings of the
Community and the Economy Scrutiny Committees of the risks relating to their areas

4.2 The roll-out to the services of risk and business continuity management is continuing
with work being undertaken with Car Parks. The Customer Services Centre and the IT
Unit have been contacted and preparatory discussions have taken place.

4.3 As reported to the November 2008 meeting of this Committee, the compilation of the
full Register has a timescale of nearly two months. The risk register was therefore
circulated to all heads of service two weeks before the committee meeting and asked to
check that their entries were correct in order to ensure that members have the latest
information available to them.

5. RECOMMENDATIONS
That the Scrutiny Committee - Resources:

5.1 reviews the updated Corporate Risk Register

5.2 notes the risk management progress to date

HEAD OF AUDIT

CORPORATE SERVICES DIRECTORATE

Local Government (Access to Information) Act 1985 (as amended)
Background papers used in compiling the report:
None
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By virtue of paragraph(s) 1, 4 of Part 1 of Schedule 12A
of the Local Government Act 1972.

Document is Restricted

Page 157



This page is intentionally left blank

Page 160



By virtue of paragraph(s) 1, 4 of Part 1 of Schedule 12A
of the Local Government Act 1972.
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By virtue of paragraph(s) 1, 4 of Part 1 of Schedule 12A
of the Local Government Act 1972.
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By virtue of paragraph(s) 3 of Part 1 of Schedule 12A
of the Local Government Act 1972.

Document is Restricted
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