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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 Plymouth 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 (May 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:

. 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");

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

. risk-based spot-check work to assess the quality of data underlying a small sample of 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 outcomes 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 see appendix C.
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Table 1: UoR scores

Theme ' 2008-09 score |
1 Managing finances 3
2 Governing the business 2
3 Managing resources 2

We have therefore assessed the Council as performing well in the management of its finances. We
have also assessed as adequate its performance in the areas of governing the business and managing
its resources. However, within these two categories we have also identified many areas of good
performance, as we highlight later in the report.

Overall the Council has very sound arrangements for managing its finances. It has established 14
corporate improvement priorities (CIPs) as part of its strategic vision to the year 2020, and these are
underpinned by integrated financial and strategic planning processes, a medium-term financial
strategy (MTES), and links to other corporate plans. The overall financial strategy, encompassing
the Corporate Plan, the MTFES and the budget, is widely communicated and corporate resources are
focussed on those areas that the Council has assessed as high priority and high risk. As well as
having sound plans, the Council also has a good understanding of the costs and performance of all
its key services.

There are also sound arrangements for managing and improving value for money (VEM), principally
through the corporate VIM "challenge" process. Improved use of resources is being achieved in a
number of key services, for example in reducing expensive out-of-area placements and reducing
learning disability commissioning and procurement costs. However, there is still a need for the
Council to develop an increased focus on social and environmental costs in its decision-making
processes.

The Council has a strong and effective accounts closedown process with information available on a
timely basis. It consistently prepares accounts which are approved, submitted and published in
accordance with statutory requirements.

Corporate governance arrangements are appropriate. The Constitution sets out sound arrangements
for audit committee functions, internal audit, the assurance framework, Standing Orders and
Standing Financial Instructions (SFIs), compliance with laws and regulations and key financial
systems controls. The Scheme of Delegation, Financial Regulations and the Constitution detail the
roles and responsibilities of those involved in governance. There is a code of conduct for members
and the Standards Committee and the Audit Committee are, in the main, operating effectively.
Where necessary, the Council has acted promptly to address instances where specific improvements
have been required. Going forward, the Council needs to ensure that robust member involvement
is maintained and that members are fully trained for the roles expected of them, with clear
development plans in place to address gaps in skills.
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The Council continues to develop its arrangements for understanding and quantifying the use of
natural resources and it has developed robust baseline data which enables it to predict usage and to
calculate the financial impact. The Council has a carbon management plan, developed in
partnership with the Carbon Trust, and has undertaken work to identify which of its operations
produces the most carbon. Moving forward, the Council needs to be able to demonstrate the
impact that these arrangements are having and the consequent improvement in its use of natural
resources, such as lower consumption and better utilisation.

The Council has a strategic approach to capital management and capital development that is linked
to its 14 corporate priorities. The Council is actively reviewing service delivery locations against
those of partners, such as the PCT and police, seeking to co-locate where possible. It should now
pursue these opportunities in order to make real change in the use of its assets.

There are a number of examples where the Council has demonstrated key improvements as a result
of partnership working, in the public sector and in the private and voluntary sectors. The Council
actively engages with a benchmarking club of similar councils for asset and construction
information. It should continue to pursue all opportunities for benchmarking in order to drive
improvements in service delivery and value for money.

Our judgements in the "Governing the Business" theme have been informed by the results of our
data quality spot-checking work. We reviewed four performance indicators, covering VEM, social
care, public transport and CO? savings. Whilst our review did not identify any serious concerns over
the integrity of the data or weaknesses in the underlying arrangements in these areas, we found a
number of significant issues in relation to the underlying data supporting payment of housing
benefits. These are now being addressed by management.

The key actions for the Council arising from our assessment are included in the Action Plan but
include the following:

* The Council should continue to manage its costs, petformance and productivity

closely to challenge why and how it provides services and whether, with partners,
there are alternative options;

* The Council should implement a robust process for validating the accuracy of data
supporting all performance indicators; and

* The Council should actively consider the social and environmental impact of all
decisions.

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

We will continue to work with the Council during the year to help prepare for the 2009-10 Use of
Resources assessment. For further details on next year's assessment, please see appendix D.
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The recommendations arising from our review are set out in appendix A and we would like to take
the opportunity to remind the Audit Committee of the need to monitor implementation of these.

1.4 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.

1.5 Acknowledgements

We would like to record our appreciation for the co-operation and assistance provided to us by the
Council's management, officers and non-executives 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 Plymouth City Council has proper
arrangements in place for securing economy, efficiency and effectiveness in the use of its resources
(the "VEM conclusion"). The UoR assessment forms the backbone of this process.

The UoR Key Lines of Enquiry (KLoEs) 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. For the Council, we identified a number of areas for further
consideration in our Audit Plan and these are set out in the table below. A separate report will be
produced for each of these areas.

Table 2: Consideration of local risks in our work

Local VFM risk identified in our Audit Plan Where considered
Update review of the Single Status arrangements Separate report
Update review of performance management arrangements Separate report
Review of project management arrangements Separate report
Review of compliance with equalities legislation Separate report

2.2 Approach to the audit

The use of resources work was undertaken between March and July 2009, based on the KLoE
framework prescribed by the Audit Commission. Our work was based on a review of the Council's
initial self assessment and supporting evidence as well as discussions with senior management and
officers We presented our provisional assessment to management at the Council in July 2009,
providing an opportunity for any further evidence, based on these preliminary discussions, to be
made available to us prior to forming our final judgements in August 2009.
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2.3 2008-09 UoR assessment
The individual KILoE and theme scores for 2008-09 are shown in the table below.

Table 3: UoR theme and KLoE scores

Theme / KLoE

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

Please note:

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

* Different KLLoEs 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 KLoE 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 KILLoE will
form the relevant criteria for the VM 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.
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For bodies subject to a scored use of resources assessment for CAA, the KLLoE 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 Plymouth City Council, we gave an
unqualified use of resources conclusion at the 30 September 2009.

The key findings in each of the KLoEs, and areas for improvement, are set out in the sections 3 to

5.
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3 Managing Finances

Theme summary
What is this theme about?

This theme focuses on 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 well (level 3) in this area. The Council has an
integrated financial and strategic planning process that links to its 14 corporate improvement
priorities (CIPs) and is underpinned by a medium term financial strategy (MTES) and other service
delivery and corporate plans. The financial strategy, encompassing Corporate Plan, MTEFS and
budget, is communicated through presentations to various groups including the LSP, local MPs and
trade unions. A range of sensitivity analysis and scenario modelling are used to underpin the budget
process and ensure that resources are focussed on high priority and high risk areas.

The Council operates sound governance mechanisms and committees. There is bi-monthly
reporting, combining key financial and performance issues, enabling close monitoring of progress
against targets and objectives. The annual budget and capital programme are set in good time and
linked to the CIPs and both earmarked and general fund reserves are managed actively.

The Treasury Management strategy, which is approved annually, meets all of the requirements of the
CIPFA Code of Practice. Underlying this, the Council has effective arrangements for actively
managing its surplus cash balance and has revised its investment policy in light of the recent national
problems with financial institutions. Whilst the Council had a number of investments in Icelandic
Banks, these were made prior to the down-grading in their risk rating and were long-term in nature.

There are sound arrangements in place for managing and improving VM, principally through the
VIM "challenge" process. The Council has been actively reviewing the costs of delivering its
services and can demonstrate a good understanding of its cost base, with clear links through to the
performance for all key services. In 2007-08, five key areas were subject to a detailed review to
identify the value for money and service efficiency opportunities that were available. Subsequently,
the Council has been able to demonstrate improved use of its resources in 2008-09 through a
number of specific initiatives arising from these reviews, including, for example, a reduction in
expensive out-of-area placements and Learning Disability commissioning and procurement costs.

For all significant capital projects, the Council uses whole life costing, supported by a full options
appraisal, to ensure that all initial and ongoing costs are identified and evaluated prior to taking the
final decision to proceed. The Council has set, and exceeded, its Annual Efficiency Savings (AES)
three-year target, demonstrating the robust arrangements in place in identifying and delivering
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planned efficiency savings whilst maintaining and, in some key areas, improving service
performance.

The Council has a strong and effective accounts closedown process with information being made
available on a timely basis. It consistently prepares accounts which are approved, submitted and
published in accordance with statutory requirements and 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 achievement in this area, although it
needs to ensure that it has consistently robust arrangements over the programme of its subsidiaries
that form the group accounts.

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

KLoE 1.1 - Does the organisation plan its finances effectively to deliver its
strategic priorities and secure sound financial health?

This KLoE 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 now developed good arrangements for financial planning to enable it to deliver its
strategic objectives. It has a stable financial environment in place for service planning and delivering
outcomes and the medium-term financial planning arrangements are integrated with strategic
planning through the 14 corporate improvement priorities (CIPs). The Council actively manages and
reviews progress against these CIPs, addressing under-performance on a timely basis. Sensitivity
analysis and scenario modelling are used to underpin the budget allocation process and corporate
resources are focussed on high priority and high risk areas. The annual budget and capital
programmes for 2008-09 were set in good time, on 2 March 2008.

Services monitor their individual budgets effectively and the outcomes feed into the reporting
process on key financial and performance indicators for Corporate Management Team (CMT) and
Member review, held every two months. Members are engaged in the financial planning and
monitoring arrangements and provide challenge throughout the budget setting process. The
corporate financial strategy is communicated through presentations to staff groups (on a service
basis) and to the LSP, local MPs, the JCC, trade unions, councillors and the senior management
team.

There has been regular corporate challenge of service value-for-money (VEM) and improved
performance has been achieved through diverting resources into priority areas. In 2008-09 about
£7m of revenue was transferred from service budgets into corporate priority areas, including
disabled facility grants (with a subsequent reduction in waiting times and an increase in major
adaptations) and in older peoples services. In addition, following benchmarking, funding has been
transferred from planning services, with no subsequent detrimental impact on service performance.
Demonstrable improvements in VEM are also evident in children's services, learning disabilities,
supported employment and waste management. The Council should now extend these arrangements
to review value for money across all of its services, and work with its partners to establish how local
services can be provided in the most cost effective way.
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Corporate reserves have been managed effectively on a risk basis, resulting in significant
improvements to working balances, which had previously been considered as too low. The Council
has ensured ownership of, and engagement with, the financial planning and charging policies
through a variety of stakeholders. For example, there has been member engagement in the
prioritising of capital expenditure and in funding corporate improvement priorities, engagement of
the Chamber of Commerce, LSP and Youth Parliament in deciding capital and revenue priorities,
and the involvement of "area committees" to help clarify, redraft and prioritise CIPs. Increased
community participation has also been achieved through delegating funding to the local tenants
federation. Arrangements for obtaining customer feedback are in place on a three year cycle and
was last undertaken in 2007. The Council should now extend its arrangements for consultation and
involvement to all of its communities.

The Council operates a treasury management strategy that complies with CIPFA code-of-practice
and is approved annually and monitored alongside the budget. The daily monitoring of cash
balances and requirements informs investment and funding decisions. Following the problems in a
number of financial institutions, including the failure of a number of Icelandic Banks, a new treasury
management board has been introduced that meets three times a week to review the performance
and direction of treasury management activity. As a result the Council has moved away from riskier
investments into Government vehicles such as Debt Management Office. A review of the
investments 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 down-graded.

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 are now being rolled
out more fully. It is important that the Council continues to ensure that its members are well
trained and fully aware of the roles expected of them, including in respect of resource prioritisation.

We have previously commended the quality and role of the Audit Committee and it continues to
operate effectively. Whilst there were some in-year challenges in respect of specific areas, the
Council has taken a range of positive measures and the Committee continues to effectively scrutinise
the progress against internal and external audit plans, other areas of assurance and governance, and
the implementation of recommendations arising from internal and external auditor reports.

Recommendations
1. Extend the process of challenging how resources are used across all service areas and decide,
with partners, the best options for service provision to the local population.

2. Consult more widely with local people on significant priorities and spending decisions.

3. Ensure that robust member involvement in resource prioritisation continues to develop and that
members have received appropriate training in order to effectively discharge their duties.
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KLoE 1.2 - Does the organisation have a sound understanding of its costs and
performance and achieve efficiencies in its activities?

This KLLoE focuses on whether the Council understands its costs, including whole life, transaction
and unit costs, the main factors that influence these and how they link to performance, together
with how this information is taken into account in 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 its planned efficiencies.

We found that the Council maintains strong arrangements for understanding the costs and
performance of its key services, as well as the key drivers and influencing factors on these services. It
has set three-year VEM targets, having undertaken a comprehensive benchmark challenge process
across all core services. Different benchmarking groups have been used and the process has
included benchmarking annual efficiency savings against a peer group as well as against stronger
performing councils. The outcome of this process has enabled the Council to focus its attention on
five key service areas: children's social care, learning disability residential placements, waste
collection, older peoples social care and supported employment. Improved value for money
outcomes have been achieved through, for example, reducing expensive out-of-area placements,
reducing learning disability commissioning and procurement costs and changing working patterns
and re-zoning in waste collection services. Going forward, the Council needs to challenge costs,
performance and productivity across the whole range of its services and should include the key
issues of social and environmental costs.

The corporate improvement priorities have been defined by the Council and it has focussed on
those areas that have been significantly underperforming, or where it has to meet new challenges or
considers that it needs to perform better as a whole. The corporate emphasis has therefore been on
what needs to be done better. The Council has also focused on improving processes relating to
customer interaction and is demonstrating a wide range of other achievements and outcomes from
this, including increased in-year tax collection rates, reduction in turnaround time for benefits claims,
increased customer satisfaction rates, improving standards in residential care, increased numbers of
vulnerable people achieving independent living, increased take-up of unclaimed welfare benefits and
delivery of new affordable homes.

For all significant capital projects (for example, the Life Centre) the Council has developed whole
life costing, with full options appraisal, to ensure that the total, ongoing, cost of investment
decisions are clear at the outset. There is a clearly defined "prioritisation metric" (the Capital Bid
List), to ensure that investments are meeting the most important needs and strategic priorities.

Total resources available through key partners have been identified and are being used to support
demonstrable outcomes, such as the positive community feedback on local community regeneration
and renewal projects.

The Council has reported an overachievement against its AES three-year target, deriving cash
releasing Gershon savings of £17.5m to 2007-08 against a target of £16m. In 2008-09 the Council
reported, through NI179, efficiency savings of £5.096m against a target of £7.9m. The difference is
due to an error in the original selection of areas included in the target rather than planned savings
not being achieved (that is, all planned savings were achieved but a number of areas have been
identified as not meeting the requirements of NI179).
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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.

5. Demonstrate more active consideration of the social and environmental impact of decision-
making processes.

6. Seck to demonstrate improved productivity across the whole range of its services.

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 seeks to establish the extent to which financial reports are clear
and support strategic decision making and whether the Councils accounts meet statutory
requirements, financial reporting standards and present fairly, or give a true and fair view of, 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 reasonable arrangements in place for financial
monitoring and forecasting information. There is monthly monitoring of expenditure against
profiled budgets and the position is reported to CMT and to Cabinet through the two-monthly
reporting process which allows for monitoring of both the financial and the performance positions
against key targets linked to the 14 CIPs, throughout the year. Action plans are developed in a timely
fashion to address significant variances and are monitored by CMT, Cabinet and Resources and
Performance Overview and Scrutiny Panel, as necessary.

Budget holders have live access to the General Ledger accounting and performance management
system and produce action plans to address emerging issues on a timely basis, with the higher risk
and more significant variances being included in the two-monthly reports for Corporate
Management Team and member review. Where required, reserves are utilised to smooth out the
impact of adverse variances on service provision.

There is an annual internal audit review of budgetary control as part of its audit of the main
accounting system and findings indicate that budget holders are confident in their role and have a
good understanding of their requirements and the financial information provided to them. The
internal audit review confirmed that budget holders and committee members understand financial
budgeting and monitoring information.

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, though not in advance of these. Working
papers are clear and comprehensive and our audit has only identified a small number of non-trivial
errors. Overall, management responses to audit queries and requests for additional information were
prompt in the majority of cases and we are working with management to address those areas where
there are minor exceptions. There continue to be difficulties in obtaining third party information on
a timely basis for the group accounts, despite management introducing a process in the past year to
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address this. These arrangements need to be strengthened further to ensure that entities within the
group submit their signed final accounts to the Council on a timely basis.

The Council's most recent published accounts and annual audit letter are made available to the
public on the website on a timely basis and in a variety of accessible formats that reflect the needs of
the local community. Summary financial statements have been produced in a clear and
understandable manner with good use of graphical representation of key figures. The Council has,
for several years, attempted to engage the local community in how to better present the accounts in
a more informative way. However, low responses to these historically passive requests have led to a
more proactive approach being adopted for 2009-10.

The published information does not currently include details of sustainable environmental or social
information to put the Council's overall performance in its use of resources into context. This is an
area requiring further development and is closely linked to the engagement with the local
community on the information about the Council that they want published.

We consider that if the Council can address the issues identified above, then this will be a further
area of strength and assessed accordingly.

Recommendations

7. Ensure that its external reporting includes robust sustainable development and social
information.

8. Consider whether annual reporting of accounts might be undertaken across specific
communities as a means of engaging with those communities, in addition to a single corporate
report.

9. Improve arrangements to ensure that all entities within the group submit their final signed
accounts to the Council on a timely basis.
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4 Governing the business

Theme summary
What is this theme about

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

The Plymouth area has a local strategic partnership (LSP) which brings many organisations and
groups together to make, or contribute to, the decisions necessary to achieve the locality vision for
2020. The locality-wide strategy recognises the impact that its health and well-being proposals will
have on a number of other local plans. As part of the local vision, the Council has in place a number
of its own key strategies and plans and these are focussed on driving change within the services it
provides. In particular, it has begun to focus on the customer experience, initiating a number of
internal changes aimed at improving the way that customers and tax-payers interact with the
Council. The Council has identified its key partnerships and has established formal partnership
agreements for these, but demonstrable outcomes are not yet fully evident across all areas.

The Council recognises the importance that relevant and reliable data has in underpinning decision-
making and performance management. It has established objectives 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 with key LSP partners. However, further work is required to ensure
the robustness, consistency and accuracy of data from all sources.

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, though
a code of conduct for officers has been delayed pending central guidance. The Standards Committee
is operating effectively, hospitality and gift registers are in use, are actively managed and compliance
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. Effective governance arrangements are also in place for the LSP.

The Council has effective arrangements for the management of risk and for maintaining a sound
system of internal control. A risk management strategy is in place and risk management
arrangements link to the delivery of key corporate and strategic objectives. The Council has strategic
and operational risk management groups and risks, including those relating to key partnerships, are
recorded on the corporate risk management system.

The Constitution sets out sound arrangements for audit committee functions, internal audit, the
assurance framework, standing orders and standing financial instructions, compliance with laws and
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regulations and key financial systems controls. The Council has a business continuity plan which is
reviewed and regularly tested. The Audit Committee is once again operating effectively, following
some challenges during the year.

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 KLLoE 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
secks to influence and develop, the supply market and whether it reviews service competitiveness
and achieves value for money.

Plymouth has a Local Strategic Partnership (LSP), branded as Plymouth 2020, and this has defined
the strategic vision for the Council and partners over the next few years. The Strategy recognises the
influence that its proposed work on health and well-being will have on a number of local plans,
including the LAA, NHS plans and the Council's Corporate Plan. The Strategy also includes a joint
strategic needs assessment, developed in consultation with the voluntary sector, service users and
local people. The Council has developed a sustainable community strategy, which includes strategies
on climate change, the economy and transport, and sets out the key priorities for change and action
in coming years.

Work is being undertaken by the LSP to improve the health and well-being of local citizens and this
is expressed through the “Sustainable Community Strategy”, covering the period 2008 to 2020. The
Strategy, which is wide-ranging, is underpinned by four separate theme groups that have
responsibility for developing and prioritising actions, defining the resources required for delivery and
identifying what needs to change in order to meet the stated objectives. As a result, the Council is
engaging, directly or indirectly, with a wide range of stakeholders to inform and drive the future
vision for the locality.

One of the Council's corporate priorities is to improve customer services and it has initially focussed
on customer access to front-line services. As a result, specific improvements have been made to the
corporate website, to front-line desk arrangements and to "back office" services. The Council has
also introduced new interactive touch-screens so that customers can provide instant feedback. This
feedback data is collated, analysed and then distributed to local service managers so that they can
take appropriate remedial action where required.

The Council adopted a sustainable procurement strategy in 2008, which builds on previous
strategies, and which recognises the need for all options to be considered when procuring goods and
services. The Council has adopted what it describes as a "socially responsible”" approach to
procurement, which it defines as assessing the social, environmental and economic impact of its
decision-making. The Council has effective arrangements for specifying and monitoring contracts
and there is a well defined contract management process. The corporate website is a sound source
of information and advice for those seeking to contract with the Council and to understand the
corporate principles that it seeks to be adopted with all those who have dealings with it.

The Council can demonstrate the benefits that have been accrued through joint commissioning

arrangements (specifically with the Supporting People programme) as well as some improvements in
outcomes for service users through service redesign, for example, in the processing of benefit
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claims. We therefore consider that the Council has, with other interested parties, sound strategies
and plans in place to develop the 2020 vision, though a number of these were only produced in
2008-09. There is also increasing engagement with communities across Plymouth. However, at this
stage, the Council has not demonstrated a wide range of clear outcomes across all areas of its work.

Recommendations
10.  Seek to understand its supply market, particularly in the third sector, and shape it, where
necessary, by developing new suppliers and other sources of capability.

11. Seek to engage its communities at each stage of the commissioning cycle across all service
areas, particularly in assessing needs and defining services.

12. Challenge why, and how, its services are provided on a prioritised basis, across the whole range
of its services.

13. Demonstrate clear outcomes from procurement and commissioning across the range of the
Councils services.

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 and
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.

A corporate data quality framework is in place with clear objectives for the management of data
quality. The corporate commitment to data quality is actively promoted and data quality objectives
are embedded within the Corporate Plan and Business Plan. Responsibility and accountability for
data quality is formally defined at corporate level and includes a nominated Cabinet member. In
addition, the impact of poor data quality is identified as a key risk issue in the Strategic Risk Register.

There is a range of systems and processes for collecting, recording and analysing performance data
and security arrangements for those systems are reasonably robust. Data accuracy is encouraged by
having data values set within certain parameters, making it more difficult for someone to key in
erroneous data. The accuracy of data is checked through undertaking practice runs and by
monitoring individual performance indicators (PIs). Any issues concerning data accuracy are
investigated and weaknesses identified are addressed. Whilst these processes are strong, we have
established that these arrangements have yet to be fully embedded across all areas of the Council.

Reporting of corporate performance data is undertaken through the corporate performance
management system (PMS) and this has control mechanisms in place that send email alerts to
relevant officers where information is missing, in order to trigger appropriate checks and approvals.
The collection, recording and analysis of data is also undertaken on other departmental systems.
However, we have identified that systems within and across departments are not currently linked for
reporting corporate performance information, which means that interrelated data on key issues may
not be identified and reported effectively.
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ICT security policies and access controls are in place for all Council systems and access rights are
controlled centrally. The Data Quality Project Group meets regularly to review systems issues and
system functionality. Any variance in service performance, as indicated by the Pls, is investigated by
the CMT to determine if it is a data quality issue or a change in performance.

Data sharing protocols are in place between the Council and key LSP partners and there is some
progress towards sharing data in real-time, that is, an integrated performance management system
accessible by all partners. However, we have identified that there are no formal data sharing
agreements in place between the Council and other key partners. Consequently, for those corporate
performance indicators where the Council is reliant on third party source data, the collection of this
data is based on a "loose' voluntary arrangement. Partners, as yet, are unable to access the Council's
corporate systems.

Internal Audit review the controls on all material financial systems and reports are submitted to the
relevant head of service. Specific reports indicate that the HR system and CareFirst have
appropriate access controls. However, some concern has been raised by Internal Audit on the
security of the Council's I'T infrastructure.

The annual budget proposals are approved by Council and individual directors have responsibility
for their own budgets. There is a corporate commitment to improving service performance and to
achieving greater efficiency in the way services are run and we have identified a number of measures
that have been introduced to improve service efficiency. In particular, the Council has engaged in a
detailed challenge/internal service review process that has, amongst other things, included
comparisons of how Council services compare with a relevant benchmark group, including stronger
performing councils. The process focuses on outcomes, improvements, reengineering, and ensuring
that user perspectives and stakeholder involvement are included. Officers regularly consider budget
monitoring and performance, and have been actively involved in the challenge/transformational
change work.

Data quality spot-check and housing benefits data quality results

To support out judgements for KLLoE 2.2 we undertook detailed spot-checks of a number of the
Council's key performance indicators. Where we identified significant concerns around the quality of
the underlying data which would be likely to lead to a material misstatement, we have reported
findings to the Audit Commission. Our summary findings are set out in the table below;

Table 5 - data quality spot-check results

Performance Indicator Significant concerns?

NI 179 No

Value for money - total net value of ongoing cash-
releasing value for money gains that have impacted
since the start of the 2008-09 financial year.

Summary of findings

Prior to the July submission deadline, guidance was provided and a briefing session took place with
all appropriate officers so that the requirements of NI 179 were understood. The data was then
subject to central scrutiny before significant senior management review. The Communities and
Local Government (CLG) Hub Forum was used to seek advice and the Council worked with public
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sector partners to agree a consistent approach. As a result of this detailed scrutiny, a significant
number of identified efficiency savings were discarded and the draft total and year-end target of
£7.923 million was reduced to £5.434 million. In addition, the unreported cumulative savings from
prior years activity of £3.38 million was omitted from the final total resulting in an actual value of
£5.096 million being submitted.

As such, a robust process was not in place for the October 2008 submission deadline, when the
Council was required to report its forecast cumulative gains to the CLG. As a result, planned
efficiency savings were not identified as non-compliant until the final submission date. Throughout
the second part of the year, senior management and Members were informed that the Council was
on target for this indicator and the opportunity to implement action plans to address this under-
performance was missed.

As a result of not reaching the target, the Council has undertaken a detailed review of the current
approach and further work is planned to strengthen the robustness of data supporting this
indicator.

Performance Indicator
NI 130

Significant concerns?

Social Care clients receiving self directed support
per 100,000 population

Summary of findings
Strong management arrangements were in place throughout the year. Training and guidance was
provided and relevant staff have been assessed against set data quality standards. Data issues have
been identified and recorded. Appropriate action is taken to address these issues. An action group
was put in place part way through the year to address under-performance. The outcome of this was
that the team significantly exceeded their target.

Performance Indicator
NI 177

Significant concerns?

Local bus and light rail passenger journeys
originating in the authority area.

Summary of findings
The data for this indicator is supplied from an external source, namely the bus companies. In 2006
the Council was aware that bus patronage may not be accurately recorded owing to the multi-
journey ticketing, driver error and schedule adherence pressures. To address this, the Council
undertakes an annual assessment of passenger under-recording and will continue to do so until the
situation has stabilised. The results of the 2008-09 assessment showed no improvement on prior
year assessments in the percentage of under-recording by the bus companies. The Council have
applied a prudent uplift to the reported patronage of 4%. Whilst we do not have any specific
concerns over the quality of data, we would expect the Council to be more proactive in working
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with the bus companies in trying to address this underlying issue.

Performance Indicator
Local indicator

Significant concerns?

Deliver 20,000 tonnes lifetime carbon dioxide
savings.

Summary of findings
This indicator was identified as a key corporate performance indicator and was new for 2008-09.
The indicator is dependent on data provided by external sources. There is no formal
agreement/schedule in place with these patties and data is often not provided to the appropriate
officer on a timely basis. As a result, the indicator that is reported to senior management and to
Members is not always as up-to-date as it should be. The officer in charge of this data is required to
undertake a considerable amount of checking to ensure data is accurate and complete. We
recognise that lessons have been learnt from 2008-09, and these will be used to drive improvements
to the underlying data from 2009-10.

In addition to the findings above, we have also considered the results of the data quality aspects of
our work on housing benefits. From our testing we identified errors in 11 claims within our initial
sample, representing an error rate of 13.75%. Throughout the year, the Council's Benefit team
undertake quality control checks using an accuracy checklist. These checks are undertaken by six
teams and each team maintains a data quality control spreadsheet though this data is not collated
and no monitoring is undertaken to ensure that appropriate action is taken to address common
errors identified. The process could be improved by monitoring the overall error rate across the
Benefits team and reporting common errors in order that appropriate action can be taken and
shared across all teams. Further improvement can be achieved by ensuring there are clear data
quality standards and that all relevant staff are assessed against these.

Whilst we identified serious concerns with underlying data for the Benefits indicator, this is not one
of the key corporate performance indicators. Therefore, we have exercised our discretion and
assessed the Council as performing adequately for this KLoE. However, the Council must
introduce improved arrangements to address the issues identified above, both for the housing
benefits and other indicators, if we are to assess it as performing well in future years. In particular, it
needs to demonstrate that data quality issues are identified throughout the year and are being
addressed consistently across all services.

Recommendations
14. Ensure that arrangements for checking data accuracy and addressing areas of weakness are fully
embedded across the Council, and shared with partners where they are the source of the data.

15. Formal agreements and schedules are in place for the collection of third party source data for
partners outside the LSP. This will help to ensure that data underlying key corporate performance
information is up to date and accurate.
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16. The Council should ensure that guidance is understood by all relevant officers for all of the
national indicators at the start of the year. This could be done by adding a self certification within
the audit checklist.

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

The focus for this KILoE 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.

The Scheme of Delegation, Financial Regulations and Constitution detail the roles and
responsibilities of key governance committees, members, statutory officers and other senior officers.
The Council has reorganised its senior management team structure to reflect changing management
arrangements.

There is a code of conduct for members and, whilst a code of conduct for officers has been delayed
while central guidance is awaited, the Constitution incorporates conduct issues for officers. The
Council completed the Audit Commission's Ethical Governance Survey during the year and, whilst
this identified a number of areas where action was required, the Council is clearly demonstrating that
it is actively using the results of the survey to improve its underlying arrangements.

The Audit Committee is, once again, fully effective following decisive action to address recognised
in-year performance issues. A member development committee oversees development
opportunities for members. Member PDPs have been trialled in-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 having a demonstrable impact. Member training is continuously reviewed and
monitored by a democratic support team, supported by member feedback. Bespoke training for
members is also provided where emerging issues require a more detailed understanding. The
Council also evaluates how successful any training has been through use of a post-training
assessment pro-forma.

The Standards Committee continues to operate effectively, submitting quarterly returns to the
Standards Board and referring cases as appropriate. The Ethical Governance Survey indicates
members and officers have faith in the Chief Executive and the Leader to behave ethically.
Hospitality and gift registers are in use and actively managed and Internal Audit has undertaken a
review of gifts and hospitality as part of its 2008-09 audit plan, testing focusing on the maintenance
of departmental registers and the extent of compliance with financial regulations and contract
standing orders. Members expenses are well controlled, the policy having recently been reviewed
and updated, and all expenses are published on the Council's website, having formally been included
within the Annual Accounts. Internal Audit also pursues any queries regarding gifts and hospitality.
A whistle-blowing policy is in place and is publicised on the corporate 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 has undertaken an exercise to identify its partnerships and formal agreements are in
place for the partnerships that it has assessed as being significant. These agreements also incorporate
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appropriate dispute resolution procedures. The Council works closely with key LSP partners,
identifying shared objectives and how to deliver these. Governance arrangements are in place for
the LSP and for the new LAA, and these build upon those previously in place in the Sustainable
Community Strategy, and reflect the accountability arrangements between the City Council, the
Plymouth 2020 Board and other partners. The Council also has a strategy for the third sector (that
is, voluntary and community groups, social enterprises, charities, co-operatives and mutuals) which
includes a framework for joint working. Work undertaken for the Plymouth community by
independent consultants, published in March 2009, identified that there is a general need for
stronger leadership in the third sector, in order that statutory partners have increased confidence, as
well as the need to strengthen governance through the development of trustees’ skills. This is an
area that the Council must now address if it is to benefit from the involvement of the third sector.

The Council is engaged with a number of key partners in regenerating parts of Plymouth, and each
scheme is at a different stage of development. Our on-site review work has identified sound
management arrangements and some significant community improvements being achieved through
the partnership arrangements.

Recommendations
17. Ensure that member PDPs are fully embedded and having an impact.

18. Work closely with the third sector and seek improvements in leadership and governance.

19. Ensure that the Audit Committee remains consistently effective.

KLoE 2.4 - Does the organisation manage its risks and maintain a sound system
of internal control?

This KLLoE considers whether the Council has effective risk management in place that covers
partnership working, whether there is a clear strategy and effective working arrangements and
processes to manage the risk of fraud and corruption. It also considers to what extent the Council
has a sound system of internal control, including internal audit.

The Council's updated risk management strategy demonstrates links between the delivery of key
corporate and strategic objectives and the underlying risk management arrangements. The Corporate
Risk Management Group is responsible for the development and monitoring of the corporate
strategic risk register. The Operational Risk Management Group is responsible for the delivery of
the risk management strategy and management of service-level operational risk registers. All risks
are recorded on the corporate performance management system and linked to corporate and service
objectives and to key performance indicators as appropriate. There is detailed guidance to support
risk assessment and management in partnerships and we have established that, for major
partnerships such as the Southwest Waste PFI Partnership and Devonport Regeneration, risk
management arrangements are in place and actively managed.

Internal Audit has undertaken a review of partnership arrangements with Cornwall County Council.
This identified the lack of a strategic risk management process and the Council has been active in
implementing and managing this. Major developments, such as the Life Centre, have their own risk
register for detailed assessment of specific risks as well as being identified as a risk, as a whole,
project, in the corporate risk register. Our review of the sale of Plymouth Citybus has demonstrated
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strong arrangements for identifying, assessing, mitigating and monitoring risks and there are regular
updates undertaken.

Risk champions are in place throughout the organisation and have received appropriate training to
fulfil the role. Members have received specific risk management training, as part of finance
workshops, and actively consider risks as part of their role. The Audit Committee considers and
discusses current risk areas, supplemented by independent members with a background in risk
management. A risk management leaflet, highlighting key facts from the revised strategy, has been
provided to all staff.

The corporate anti-fraud and corruption policy includes an explanation of roles and responsibilities
of managers and of elected members and outlines how cases of potential fraud and corruption are
investigated. It also now includes a section on money laundering. Internal Audit has carried out
fraud awareness training and included fraud issues, including whistle-blowing, email/internet misuse,
reporting security incidents, NFI and HB fraud, through the medium of 'Audit Briefing' leaflets.
Counter fraud and corruption work is included within the Internal Audit Annual Plan and is based
on a formal risk assessment. The Council fully engages with the NFI process. There are working
relationships in place with Devon and Cornwall Police and, for housing benefit fraud, with DWP.
The Council also takes part in benchmarking as part of the West of England Chief Internal Auditors
Fraud sub-group. The Internal Audit team has been active in investigating any irregularities, and
during 2008-09 actively focused on IT misuse following an increase in the number of cases.

The Constitution, which has recently been reviewed and updated, sets out sound arrangements for
audit committee functions, internal audit, the assurance framework, standing orders and standing
financial instructions, compliance with laws and regulations and key financial systems controls. The
Annual Governance Statement is an open and honest statement and documents actions taken, or
required, to address areas of concern. There is a business continuity plan which is reviewed and
regularly tested. Compliance with the Civil Contingencies Act 2004 is demonstrated and practical
exercises are held with partners, including COBRA for major incident testing, to test the adequacy
of emergency plans.

The Audit Committee monitors implementation of recommendations from internal and external
audit, as well as other external, reports. It also monitors management of the corporate strategic risks
and operational risks and have been active in requiring improvements to arrangements. However,
there is an opportunity for the Council to be more proactive in demonstrating that its work is having
a positive impact in providing effective challenge.

Recommendations

20. The Audit Committee should seek to demonstrate that its work has a positive impact in
providing effective challenge.
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5 Other resources

Theme summary
What is this theme about

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 based on an analysis of need to
deliver strategic priorities, service needs and intended outcomes and manages its asset base to ensure
that assets are fit for purpose and provide value for money. 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 Council continues to develop its arrangements for understanding and quantifying the use of
natural resources. There are a number of strategies, plans and processes that focus its approach to
the use of natural resources, both internally and with partners. The Council has developed robust
baseline data which enables it to predict usage and to calculate the financial impact and it is
undertaking a mapping exercise in order to identify any data gaps. The Council has a carbon
management plan, developed in partnership with the Carbon Trust, and has undertaken work to
identify which of its operations produces the most carbon, using the Carbon Trust Baseline Toolkit.
It is in the process of developing a five-year carbon budget and is also engaging a number of
businesses in the development of individual carbon management plans.

‘Sustainability impact assessments’ are undertaken for all major schemes and staff are being trained
to undertake these for business planning and project management purposes. There is an increasing
focus on ensuring that supplier contracts include sustainability issues and collaborative working is
developing with the private sector.

The Council has a strategic approach to capital management and its capital development programme
is linked to the 14 corporate priorities. The Capital Programme Board has an overview of all capital
programmes and approval of projects is based on a scored appraisal system. The Council is actively
reviewing service delivery locations against those of partners such as the PCT and police, seeking to
co-locate where possible, providing joint service delivery centres to meet community needs, though
there is as yet insufficient evidence of clear outcomes across all areas of the Council. Significant asset
decisions are based on a thorough option appraisal process incorporating whole life costing and the
Council actively engages with a benchmarking club of similar councils for asset and construction
information. The Council should now actively pursue the opportunities identified for co-location
and demonstrate clear outcomes for its communities from this.
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KLoE 3.1 - Is the organisation making effective use of natural resources?

This KLoE focuses on 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
seeks to establish how it works with partners to manage the environmental risks it faces.

The Council continues to develop its arrangements for understanding and quantifying the use of
natural resources. It has a number of strategies, plans and processes that have directed, and
continue to direct, its approach to the use of natural resources, both as an organisation and,
increasingly, with partners. The Climate Change and Sustainable Development Frameworks,
Corporate Plan 2007/12 and Corporate Environmental Policy and Forwatrd Plan, the Sustainable
Procurement Strategy and "Plymouth's Eco footprint" (produced by the Environmental and
Sustainability Partnership) all contribute to this.

It has developed robust baseline data which enables it to predict usage and to calculate the financial
impact. There is evidence of working with others in the area, and the LAA now includes specific
targets to address the impacts of climate change, the move to a low carbon economy, to minimise
waste and to improve levels of recycling. The Council has a Carbon Management Plan, developed
in partnership with the Carbon Trust, and has undertaken work to identify which of its operations
produces the most carbon, using the Carbon Trust Baseline Toolkit.

The Council has developed a baseline assessment of its annual carbon footprint and is in the process
of developing a five-year carbon budget. As well as developing closer practical working
arrangements with other agencies, the Council is also engaging a number of businesses in the
development of individual carbon management plans in order to address the area-wide carbon
footprint (NI 180).

The Council recognises that it has yet to establish the full range and quality of reliable data needed to
monitor performance and to manage progress and is currently undertaking a mapping exercise in
order to understand what data is already available and what else might be needed. ‘Sustainability
impact assessments’ (or appraisals and/or environmental statements) are undertaken for all major
schemes and staff are being trained to undertake ‘sustainability impact appraisals’ for business
planning and project management purposes. There is an increasing focus on ensuring that supplier
contracts include sustainability issues and a range of actions to facilitate more effective collaborative
working with the private sector is developing, particularly with small local businesses, in order to
develop sustainable procurement arrangements.

Recommendations

21. Continue to establish the full range and quality of robust and reliable data across all its activities
that is needed to monitor performance, to manage progress in reducing its carbon footprint and to
demonstrate outcomes.

22. Complete the five-year carbon budget and implement appropriate monitoring arrangements.
23. Implement practical working arrangements on carbon management with key partners.

24. Ensure that all relevant staff are trained to undertake sustainability impact assessments and that
these assessments are undertaken routinely throughout the organisation.

25. Implement wide-scale, practical working arrangements for measuring sustainability impact with
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the private sector, particularly local businesses.

26. Implement sustainable procurement programmes with all partners and with the private sector
and demonstrate benefits arising from these.

27. Ensure that other corporate plans support delivery of the strategy for sustainability.

KLoE 3.2 - Does the organisation manage its assets effectively to help deliver its
strategic priorities and service needs?

This KLoE seeks to identify whether the Council has a strategic approach to its asset management
and whether it is based on an analysis of need to deliver its strategic priorities, service needs and
intended outcomes. It also seeks to establish whether the Council manages its asset base to ensure
that assets are fit for purpose and provide value for money.

The corporate asset plan includes links to the corporate improvement priorities (CIPs) and is further
summarised in the Capital Management and Prioritisation Use of Resources report. The corporate
capital strategy is informed by, and produced parallel to, the annual budget-setting processes. Capital
projects are then prioritised within a capital funding envelope on the basis of their contribution to
the 14 CIPs, using a scored assessment.

There is a corporate asset manager in place and this role is to be integrated through to the Corporate
Resources function, to be managed alongside finance, governance and performance. The deputy
Leader has portfolio responsibility for asset management.

Some strong outcomes from the implementation of the asset plan have been achieved in 2008-09
with the Brook Green Centre for Learning, with achievement of an excellent BREEAM (British
Research Establishment Environmental Assessment Method) rating being the most notable. The
Council is actively reviewing service delivery locations against those of partners such as the PCT and
police, seeking to co-locate where possible, providing joint service delivery centres to meet
community needs. The replacement of the demolished Plympton Library with a joint library and
health centre facility (and potentially also social housing) is an example of this. The Council is also
an active partner in the regeneration and redevelopment projects in the locality, including the
Devonport Regeneration scheme which is now having significant beneficial outcomes for the
community with an investment of over £300m and delivery of over 2,000 homes. This regeneration
project has also seen benefits through innovative use of assets such as implementing breakfast and
homework clubs in local primary schools.

The asset management system contains a detailed record of all of the Council's land and buildings
and contains accurate data on its efficiency, effectiveness, asset value and running costs. This enables
the Council to assess whether assets remain fit for purpose, need improvements, should be
demolished or put to alternative use, and this data has been reflected in the Asset Management
Strategy, again demonstrated by the Plympton Library project. The Council is also working well with
other partners. For example, the TR2 project is where the Council is working with the Theatre
Royal to provide educational and experience opportunities for children and the disadvantaged
through purpose-built facilities, part funded through local authority grants.

Whilst there is an action plan in place to address backlog maintenance, progress has been slower
than planned due to reduced asset disposal proceeds to finance it, following the significant fall in the

© 2009 Grant Thornton UK LLP. All rights reserved



Use of Resources 2009 - findings and conclusions

property market and general economic conditions.  Significant asset decisions, such as the
demolition and rebuild of the Mayflower Centre, are based on a thorough option appraisal process
incorporating whole life costing. The Capital Programme Board has an overview of all capital
programmes and approval of projects is based on a scored appraisal system which links to the 14
CIPs. The Council actively engages with a benchmarking club of similar councils for asset and
construction information. However, at present, the benefit of this is limited as the Council is ahead
of others.

The Asset Strategy and Management Plan includes a strategic review of assets with key partners.
The Council has published its accommodation strategy, which sets out the Council's plans to
rationalise the estate. The Council has also used GIS mapping to identify corporate land and
buildings and that of partners and the data is being used to align its asset management strategy with
its strategic objectives, as well as to identify opportunities for co-location or rationalisation of the
estate.

Recommendations
28. Continue to rationalise its estate and identify and pursue all opportunities for co-location,
sharing and management of its land and buildings.

29. Ensure that the asset rationalisation and outcome benefits realised from eatly pilot sites are
extended across the City.

KLoE 3.3 - Does the organisation plan, organise and develop its workforce
effectively to support the achievement of its strategic priorities?

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 KILoEs
to be assessed in each year.
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A Action plan

No.

Recommendation

KLoE 1.1: Effective financial planning

Priority

Management response

27

Implementation details

1 The Council should extend the process of Medium | Agreed. We have introduced CIP 2- Informing and
challenging how resources are used across more interactive consultation Involving residents
all service areas and decide, with partners, with the public and partners on
the best options for service provision to our priorities and resource
the local population. allocation e.g. electronic voting

in public areas such as Drake
Circus.

2 The Council should consult more widely High Lead Officers:
with local people on significant priorities (1) Malcolm Coe
and spending decisions (2) Giles Perritt

3 The Council should ensure that robust High Agreed. We have revised and - Meeting notes

member involvement in resource
prioritisation continues to develop and
that members have received appropriate
training in order to effectively discharge
their duties.

updated finance and priority
training to Members and
delivered 2 new training courses
in Nov 2009. We have regular
sessions with Cabinet, Labour
Group and Conservative Group
on the 3yr Revenue and 5yr
Capital budgets.

- Presentations

- 2 day Scrutiny event in Feb
2010

- Member Development
Group

Lead officers: Giles Perritt/
Tim Howes

© 2009 Grant Thornton UK LLP. All rights reserved




Use of Resources 2009 - findings and conclusions

KLoE 1.2: Understanding costs and performance

Priority

28

Management response

Implementation details

4 The Council should continue to develop a | Medium | Agreed. Annual VFM review is - Looking to create VEM
sound understanding of costs and undertaken across all services Delivery Plans within each
performance across all of the Council's using RA comparative data. We | department
services and 'seek improved value for are continuing to build on our - Recently appointed Head of
money from this. annual VFM Challenge events. L

o e VEM & Efficiencies
We will identify high costs
and/or low performance setvice
areas and will discuss and
prioritise these at CMT.
Lead officer: Paul Chapman

5 The Council should demonstrate more High Agreed. All social and - CIP2 Informing and
active consideration of the social and environmental impacts are Involving residents
environmental impact of decision-making considered in the development Adboi

, . - Appointed a Carbon
processes. of major projects such as the Manacer

Life Centre and schools. &

Equality impact assessments are | - Environmental policy been

considered across all service adopted

areas.
Lead officers: Paul Chapman
& Pete Aley

6 The Council should seek to demonstrate | Medium | Please see Recommendation - VEM Delivery Plans for
improved productivity on a prioritised no.4. each dept

basis, across the whole range of its services.

Lead officer: Paul Chapman
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KLoE 1.3: Financial reporting

Priority

29

Management response

Implementation details

7 The Council should ensure that its external High Agreed. We are looking to - Annual report
reporting includes robust sustainable include/ incorporate more
development and social information. robust sustainable development
and social information within Lead officer: Corporate
the Annual report. Accountancy & Finance
Manager
3 The Council should consider whether | Medium | Agreed. To be considered for Annual report
annual reporting of accounts might be future years. Link to production
undertaken across specific communities as of Annual report. Will look to
a means of engaging with those also identify best practice from
communities, in addition to a single other authorities. Lead officer: Corporate
corporate repott. Accountancy & Finance
Manager
9 The Council should improve arrangements High Agreed. More productive - Meeting notes

to ensure that all entities within the group
submit their final signed accounts to the
Council on a timely basis.

arrangements to be put in place-
closedown review meetings to
be held with group entities.
Formal closedown/audit
timetable to be agreed and
regular meetings to be held
during closedown/audit
process. Board members to be
advised of need to monitor
spend.

- Robust monitoring of
Closedown project plan

Lead officer: Corporate
Accountancy & Finance
Manager
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Priority

KLoE 2.1: Commissioning and procuring quality services

Management response

30

Implementation details

10 The Council should seek to understand its High Agreed. Strategic Procurement - NAAPs event
supply market, pa.rticularly in the third and Commissioging teams - Annual Supplier Surveys
sector, and shape it, where necessary, by across the organisation work
developing new suppliers and other sources together with our strategic - Meet the Buyer events
of capability. partners to develop and
understand our market place.
Lead officer: Jane Keeley
11 The Council should seek to engage its High Agreed. The Council has - Code of conduct (Compact)

communities at each stage of the
commissioning cycle in all service areas,
particularly in assessing needs and defining
services.

implemented a consultation
process via LSP ‘compact’.
Major tender activities also
involve internal and external
stakeholders who are involved
from the beginning of the

process.

(developed by LSP & Private
Sector)

Consultation strategy

Commissioning Strategy
(Children’s & families &
Adult Social Care)

Contract Standing Orders
Section 3 pre-procurement
procedure sub section e.

- CIP 2 Informing and
Involving residents

Lead officers: Jane Keeley, Jo
Atkey
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Recommendation Priority = Management response Implementation details
12 The Council should challenge why and High Agreed. We have agreed we will | - Presentations
how its services are provided on a continue to build on the budget Bud .
o . . . - Budget Review Forms
prioritised basis, across the whole range of process which we put in place
its services. last year. We will challenge - looking to produce budget
resource allocations to priority & business planning timetable
areas corporately at CMT and for CMT and Cabinet / Full
within each department. We will | Council.
challenge the outcomes
achievable through additional
resource allocations. Lead officer: Malcolm Coe
13 The Council should demonstrate clear | Medium | Agreed. Large procurement and | - Strategic Procurement

outcomes  from  procurement  and
commissioning across the range of the its
services.

commissioning activities always
have business cases developed
prior to commencement. Clear
outcomes from procurement
activities are developed within
the specification documents and
on-going management should
demonstrate that business cases
and specifications are standard,
although the Authority
recognises the need for more
robust contract management.
Contract Management has been
incorporated into the Strategic
Procurement Action plan as an

activity for development in
2010/11.

Action plan

- Contract standing Orders

Lead officers: Jane Keeley
(Strategic Procurement),
Karen Grannum (Capital
projects)
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Priority = Management response

KLoE 2.2: Producing relevant and reliable data and information

Implementation details

14

The Council should ensure that
arrangements for checking data accuracy
and addressing areas of weakness are fully
embedded across the Council, and shared
with partners where they are the source of
the data.

High

Agreed. We have increased the
level of internal auditing to
ensure data quality standards are
being met throughout the
Council and its” arrangements
with partners, with a focus on
the Local Area Agreement. We
had previously issued
accountable officers with
definitions for their national
indicators. This includes a
standard means of recording
any changes to the monitoring
or collection of respective
indicators. These arrangements
will be reviewed as part of the
Internal Audit work.

Incorporating into CIP13

Lead officer: Giles Perritt

15

The Council should ensure that formal
agreements and schedules are in place for
the collection of third party source data for
partners outside the LSP. This will help to
ensure that data underlying key corporate
performance information is up to date and
accurate.

High

Agreed. We are looking to firstly
identify the key external
providers of data and then work
with them to develop
appropriate data sharing
protocols.

- Internal Audit work plan

- CIP13

Lead officer: Giles Perritt
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Recommendation Priority = Management response Implementation details
16 The Council should ensure that guidance is High Agreed. We have issued relevant | - Could be in place by Dec 09
understood by all relevant officers for all of officers with definitions for  CIP Planning Process
the national indicators at the start of the their national indicators. All
year. This could be done by adding a self relevant officers also record any
certification within the audit checklist. changes in monitoring or

collection of their indicator data.
Where the national indicator sits
within the range of influence of
a CIP, we will provide guidance
notes as part of the planning
process to relevant CIP leads.

Lead officers: Giles Perritt &
Peter Honeywell

KLoE 2.3: Promoting and demonstrating good governance

17 The Council should ensure that member High Agreed. Member development - Member Development Plan
PDPs are fully embedded and having an group currently in place.

impact. Support package from the
Improvement and Development
Agency (IDeA) procured and
Charter Status being pursued,
which requires individual plans Lead officers: Tim Howes/
for Members. Giles Perritt
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Recommendation Priority = Management response Implementation details
18 The Council should work closely with the High Agreed. Since the report in - Third Sector Strategy
third sector and seek improvements in March 09, the Council has (published Sept 09)
leadership and governance. worked closely with the third _Revised TSP governance
sector to create the Plymouth arrangements (implement
Third Sector Consortium. The Dec 09
. ec 09)
Consortium has recently
published its” strategy and plans. | - Third Sector Assembly (1 6"
The governance and leadership Sept 09)
of the Consortium represents a
significant strengthening over
previous arrangements in the
third sector and includes an
assembly which allows all sector
bodies working in Plymouth to
represent their views and
gqulren'lents to the ‘ Lead officers: Peter
onsortium. The Consortium
has strong leadership Honeywell
representation on both the LSP
Executive and Board.
19 The Council should ensure that the Audit High Agreed. We will continue to - ongoing

Committee remains consistently effective.

review the officer’s support
provided to Audit Committee.
We will undertake relevant
training for all Committee
Members and continue to
review the effectiveness of the
committee.

Lead officer: Sue Watts
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Priority = Management response Implementation details

KLoE 2.4: Risk management and internal control

20 The Audit Committee should seek to High Agreed. Lead officer Sue Watts - Lead officer to meet and
demonstrate that its work has a positive to speak with Cllr Sam Leaves discuss with Chair of Audit
impact in providing effective challenge. (Chair of Audit Committee) to Committee.

discuss how best to capture the

outcomes and impact from
Audit Committee work. Lead officer: Sue Watts

KLoE 3.1: Effective use of natural resources
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Recommendation

36

21 The Council should continue to establish
the full range and quality of robust and
reliable data across all its activities that is
needed to monitor performance, to manage
progress in reducing its carbon footprint
and to demonstrate outcomes.

Priority
High

Management response

Agreed. The Council’s
management of environmental
data is improving day by day
and systems to record, monitor
and measure progress are being
established to verify actions in
accordance with the Council’s
Environment Policy’s Delivery
Plan (Aug 2009) and their
contribution to the city’s
Climate Change Action Plan
2009/13. Baselines ate being
established for corporate waste
and water use. We use the
Carbon Trust recommended NI
185 spreadsheet and value at
stake toolkits to assess potential
projects for their impact in both
£s and tCo2. Outcomes are
pulled together through the
Carbon Reduction Plan
2008/2013 which is to be
updated. Here projects are
detailed, monitored regularly
and reported using a verification
process endorsed by DEFRA.

Implementation details

- Environment Policy
Delivery Plan 2009-2012.

- Climate Change Action Plan
delivery 2009-2013.

- Carbon Reduction Plan
2008/13.

- Environment statement-
planned for June 2010.

- Appointed a Carbon
Manager

- Energy use is monitored
through TEAM Energy Ltd
with regular updates and
assistance with the NI 185
data required by the end of
July each year.

Lead officers: Paul
Chapman/ Jackie Young/
Alex Hurth
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Recommendation

37

22 The Council should complete the five-year
carbon budget and implement appropriate
monitoring arrangements.

Priority
High

Management response

Agreed. We currently have in
place a Carbon Reduction plan
for 2008/2013. The plan will be
updated to address target
predictions and new projects. It
is our intention to review the
2008/2013 Plan and update it
through CMT and Cabinet to
reflect any changes and
upgrades.

The monitoring arrangements
set out above apply to this
proposal.

Implementation details

- Carbon Reduction Plan
2008-2013.

- Overview governance
structure in place. Chaired by
Director of Development and
Regeneration and Members
input to monitor progress.

Lead officers: Paul
Chapman/ Jackie Young/
Alex Hurth
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38

Recommendation
23 The Council should implement practical
working  arrangements on  carbon

management with key partners.

Priority
Medium

Management response

Agreed. The Council, as a
partner in the LSP, has
endorsed the city’s Climate
Change Action Plan (led by the
Wealthy Theme Group). This
document also has a delivery
plan that focuses on preparing
businesses and partners for the
introduction of carbon
accounting (2012), resource
management and the carbon tax
(2010). The Plymouth 186
network — designed to inform
the city’s LAA 1806 targets and
the actions required to reduce
the per capita carbon footprint,
was launched in June 2009 and
is already training 32 companies,
council departments and public
organisations in basic carbon
management processes. It is our
aim to involve at least 186
companies by 2011.

Social and networking events
are also planned to reassure
companies and to boost
Plymouth’s ability to react
positively to the low carbon
economy challenges.

Implementation details

- Climate Change Action
Plan/ Delivery Plan.

- The Plymouth 186 Network
- Workshops- carbon tax.
-Social and networking events

- Workshops have also been
organised — with one on the
carbon tax attracting 50

participants. It is our plan to

continue these throughout
2010/11.

Lead officers: Paul
Chapman/ Jackie Young/
Alex Hurth
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Priority

39

Management response

Links with the University are
being strengthened with the
possibility of establishing
accredited courses for business
leaders in 2010. The work is
already endorsed by the
Chamber of Commerce,
Federation of Small Businesses,
Plymouth Manufacturer’s group,
Business Link and the Carbon
Trust. .

Implementation details

24 The Council should ensure that all relevant | Medium | Agreed. The simplest possible -Corporate Plan
§taff are trained to undertake sustainability §usta1nab111ty checkhst were  Work with Grant Thornton
impact assessments and that these introduced to the business
: . to seek how best to
assessments are undertaken routinely planning element of the . .
o . . implement recommendation.
throughout the organisation. Corporate Plan in 2009 and it is
our intention to make this
training formal and mandatory
for the review in 2010.
Lead officers: Paul
Chapman/ Jackie Young
25 The Council should implement wide-scale, | Medium | Agreed. We will look to instigate | - PCC officers to work with

practical ~ working  arrangements  for
measuring sustainability impact with the
private sector, particularly local businesses.

through the 186 network,
however will need to establish
the extent of interaction
required along with the approval
from the businesses and
partners.

Grant Thornton to seek how
best to implement
recommendation.

Lead officers: Paul
Chapman/ Jackie Young
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Recommendation

40

26 The Council should implement sustainable
procurement programmes with all partners
and with the private sector and
demonstrate benefits arising from these.

Priority
Medium

Management response

Agreed. Sustainable
Procurement strategy in place,
with ongoing engagement with
partners and the Private Sector.
Full cost recovery is a standard
element of the procurement
process, which involves viability
of service delivery. Designated
staff have been involved in
regional sustainable
procurement. Continue to
ensure sustainability as part of
evaluation criteria for ongoing
major procurement activities.

Implementation details

- Sustainable Procurement
Strategy

- Engagement with FSB,
Chamber of commerce. Meet
the Buyer events.

Lead officer: Jane Keeley
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Recommendation Priority = Management response Implementation details
27 The Council should ensure that other High Agreed. Plymouth has set out - Corporate Plan

corporate plans support delivery of the it's commitment to sustainability

strategy for sustainability. in the Sustainable Development

Framework and the Climate
Change Framework, both
documents are fully supported
by PCC. In December this year Lead officers: Paul

the city will be launching the Chapman/ Jackie Young/
Climate Change Action Plan Pete Honeywell

and this will be supported by
the PCC Environment Policy
which supports the action plan
and specifically details the
actions to be taken within the
Council.
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KLoE 3.2: Effective asset management

Priority

42

Management response

Implementation details

28

The Council should continue to rationalise
its estate and identify and pursue all
opportunities for co-location, sharing and
management of its land and buildings.

High

Agreed. We have commissioned
consultants to look at how we
are going to implement the
Accommodation Strategy. The
accommodation strategy was
approved in June 09 which
looks at how we are seeking to
reduce office requirements
hence to further rationalise the
estate. First phase of the
business case is momentarily
being finalised for consideration
by CMT. We will also continue
to expand on co-location with
key partners and have
commenced our ‘Locality
Working Strategy’ alongside key
partners.

- Presentation to CMT
- Accommodation strategy

- Locality working Strategy

Lead officer: Chris Trevitt

29

The Council should ensutre that the asset
rationalisation and outcome benefits
realised from early pilot sites are extended
across the City.

Medium

Agreed. We are looking to
capture the issues and lessons
learnt from the initial pilots (2
of which in the Civic Centre)
and this will then inform the
wider roll-out of other
initiatives. (as part of business
case of phased implementation).

- Accommodation Strategy

Lead officer: Chris Trevitt
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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:

* Financial Reporting;

* Financial Management;
* Financial Standing;

¢ Internal Control; and

* 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:

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

Focus on outcomes for an area, not just on individual organisations;

Consider local priorities rather than apply a "one-size fits all" approach;

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

*  How well do local priorities express community needs and aspirations?
* How well are the outcomes and improvements needed being delivered?
*  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 ' CAA

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 .

Joint assessment
regulators

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. Each
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 (KLoEs) 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 KLLoEs 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
Performs adequately
Arrangements consistent with
established professional
practice and guidance, meet
statutory requirements and
operate effectively.

Level 3

Performs well

Implemented effective

arrangements that are:

» forward looking and
proactive in identifying
and developing
opportunities for
improvement; and

» include more sophisticated
measuring and assessment
techniques.

Level 4

Performs excellently
Demonstrating innovation or
best practice.

Arrangements sufficient to
address the KLLoE.

Outputs and outcomes
demonstrate arrangements
which are effective and have
the intended impact, and
show evidence of effective
partnership working.

Demonstrating strong
outcomes for the community
including through partnership
working.

Arrangements achieve
minimum acceptable levels of
performance.

Evidence of performing
consistently above minimum
acceptable levels and
achieving VIM.

Evidence of performing well
above minimum acceptable
levels and achieving excellent

VM.

Theme scores are derived from a numerical average of the KLLoE 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 KLLoE
scores could result in a number ending in .5. In such cases the following rules apply in 2008-09;

* For theme 2, if the average KLLoE score ends in 0.5, then the theme score will be rounded up or
down to the score for KLLoE 2.2. Examples - KLLoE scores of 3,2,2,2 = theme score of 2. KLLoE
scores of 3,232 = theme score of 2. KLLoE scores of 2,3,3,2 = theme score of 3.

* For 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 KILLoE 3.1. Examples - KLLoE scores of 3,2 = theme score of 3. KLLoE
scores of 2,3 = theme score 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 KI.LoE’s and expected indicators for levels of
performance;

http:/ /www.audit-commission.gov.uk/localgov/audit/UoR /Pages/guidance.aspx
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D KlI.oEs 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 VIM conclusion in 2008-09.

Single tier L
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
2.1 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
32 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 KLLoE for the use of resources assessment. Evidence for the VIM 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 KLLoEs will be assessed and will form the basis for the VIM
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
2.2 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 : v
3.2 Asset management Y N N
3.3 Workforce management Y N Y
© For PCTs, KILLoE 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 VIM 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:
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E Use of Resources Timetable 2009-10

50

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

© 2009 Grant Thornton UK LLP. All rights reserved



Use of Resources findings and conclusions 2008-09

F 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 ¢ffective and having the intended impact. This is 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.

Table 4: Illustrative examples of outcomes, outputs and achievements by KLoE

NOTE - these examples are for illustration only and do not comprehensively cover each KLoE.
Refer to section 2 for KLLoE 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  [Improved setvice performance Completed commissioning / |[Innovative 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 KLLoE area;
and

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

Engagement in the assessment process

Plymouth City Council engaged effectively with the assessment process in 2008-09. The Council
provided a broad-ranging self-assessment at the outset and this was supported by a number of
meetings and background evidence. Our workshops on KLoEs 1.2, 2.1 and 3.1 were well attended
and useful.

For the 2009-10 assessment, we feel that the Council would benefit from our closer involvement in
interpreting the KILoEs and the identification of relevant outcomes. It would also be beneficial for
the Council to focus on outcomes across the whole of its services and its population.

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;
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* 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;
* developed a network of regional leads to oversee the audit process nationally;

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

* undertaken detailed review and quality control of scores and conclusions.
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