
Please ask for: Pamela Maxfield
Direct line: 01258 484043
E-mail: pmaxfield@north-dorset.gov.uk

18 April 2006

TO: ALL MEMBERS OF THE ACCOUNTS AND AUDIT COMMITTEE
To all other Members of the Council for information

Dear Member

The Accounts and Audit Committee will meet in the Council Chamber, Nordon, Salisbury
Road, Blandford Forum on Wednesday, 26 April 2006 at 9.30 am to consider the following
items.

All members of Council are invited to attend this meeting.

Yours sincerely

Elizabeth Goodall
Chief Executive

A G E N D A

APOLOGIES

DECLARATIONS OF INTEREST

Councillors are reminded of their obligations to declare pecuniary, non-pecuniary and
Code of Conduct interests.

MINUTES OF MEETING HELD ON 8 DECEMBER 2005

To consider signing the minutes of the meeting held on 8 December 2005 as a
correct record.
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ANNUAL AUDIT AND INSPECTION LETTER 2004/05

The Annual Audit and Inspection letter is attached. Representatives from the
Audit Commission will attend the meeting.

DRAFT AUDIT AND INSPECTION PLAN

The draft Audit and Inspection Plan for 2006/07 is attached.

DATE OF NEXT MEETING

Members of the Committee:

Cllr I Stewart (Chairman)
Cllr C Kay
Cllr D Milsted
Cllr J P L Tory
Cllr P Webb
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Key messages

Council performance
1 A robust and comprehensive corporate improvement plan is in place and effectively

monitored. This provides a core focus for improvement for officers and members
alike, and reflects the Council's self-awareness.

2 Improvements are evident in some poorly performing services and strategic
management is now working more effectively. Some progress has been made in
strengthening performance management, although this varies between service
areas. Capacity for service delivery has been increased through staff
development, working with partners and investment in information technology.
The Council has a better understanding of its ambitions and focus on priorities,
but still does not articulate them clearly.

3 On a number of measures of service activity the Council's performance remains
below the average for district councils, as investment in improved ways of working
was not in time to have a significant impact on service outcomes in the year
2004/05. The improvement plan drawn up following the CPA is being used as a
robust framework for priority projects, but the corporate plan is out-of-date so links
between service plans and corporate priorities are not always clear.

4 The Council provides a ‘fair’, one-star approach to customer focus with promising
prospects for improvement. The Council’s ambitions for customer care are clearly
articulated, and it consults well and gives priority to the leadership, engagement
and involvement of local people through its community planning process. There is
much work planned or in progress that, if successful, will significantly improve the
Council's focus on customers.

The accounts
5 The accounts for 2004/05 were approved by the Council on 24 June. This was

comfortably before the statutory deadline of 31 July as well as the more testing
deadline set for next year of 30 June, a commendable performance, particularly
after allowing for the introduction of a new financial ledger system during the
year. There were no issues to bring to the attention of members before issuing
the opinion and an unqualified audit opinion was issued on 10 October.

Financial standing
6 Revenue expenditure for 2004/05 was £135,000 over budget, necessitating the

unplanned use of reserves. This had the effect of reducing working balances to
£100,000 below the minimum level agreed by members as prudent, although the
Council currently has significant unallocated revenue reserves to take into account
as well.
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Council performance
A robust and comprehensive corporate improvement plan is in place and
effectively monitored. This provides a core focus for improvement for officers and
members alike, and reflects the Council's self-awareness.

Improvements are evident in some poorly performing services and strategic
management is now working more effectively. Some progress has been made in
strengthening performance management, although this varies between service
areas. Capacity for service delivery has been increased through staff
development, working with partners and investment in information technology. The
Council has a better understanding of its ambitions and focus on priorities, but still
does not articulate them clearly.

On a number of measures of service activity the Council's performance remains
below the average for district councils, as investment in improved ways of working
was not in time to have a significant impact on service outcomes in the year
2004/05. The improvement plan drawn up following the CPA is being used as a
robust framework for priority projects, but the corporate plan is out-of-date so links
between service plans and corporate priorities are not always clear.

The Council provides a ‘fair’, one-star approach to customer focus with promising
prospects for improvement. The Council’s ambitions for customer care are clearly
articulated, and it consults well and gives priority to the leadership, engagement
and involvement of local people through its community planning process. There is
much work planned or in progress that, if successful, will significantly improve the
Council's focus on customers.

Direction of travel and progress assessment
12 North Dorset District Council was assessed as weak in the Comprehensive

Performance Assessment carried out in 2004.

13 Following the assessment, the Council identified its priorities for improvement. We
have been working with the Council as it developed and started to implement
these, and we published a progress assessment in December 2005. This reported
that North Dorset District Council is progressing well in addressing the issues
raised in the 2004 CPA report.

14 Based on the progress assessment, our discussions with the Council, an inspection
and performance audit work, we have assessed the Council’s direction of travel
against its main priorities. We reported the majority of these findings in our recent
progress assessment but have added updates where we consider these are
important.
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34 The relationship with the district’s town and parish councils has improved.
Members of the senior management team meet regularly with their
representatives. The towns and parishes have been engaged in Council’s
decisions on changing plans in the light of council tax capping. Training has
provided by the Council for parishes on, for example, handling of planning
applications has proved of value.

Progress on delivering improvement

35 The Council is aware of its areas of weakness and learns from both internal review
and from external advice in addressing them. Delivery of the improvement plan is
monitored through the Team North Dorset board which includes councillors and
external partners, and tracks progress on improvement projects which support the
Council’s key priorities and three additional themes. This attention has probably
contributed to improvement in key performance indicators during 2005/06, although
there was limited impact by the end of 2004/05, the last point at which comparison
of audited indicators can be made.

36 The Council remained worse than the average for district councils on a number of
measures of service performance for 2004/05, as the investment in improved ways
of working was not in time to have a significant impact on service outcomes. For
example, compared to other councils benefits were not provided promptly. While
the Council improved performance on aspects of its housing work, for example in
tackling unfit private sector dwellings and helping the homeless, it remains in the
worst 25 per cent of councils on these measures. Despite improvement, it did not
meet nationally set targets for the speed of processing planning applications.

37 There has, however, been improvement in indicators relevant to the Council’s
priorities and in poorly performing services in the year 2005/06 to date. For
example, figures for the nine months to December showed that the speed of
processing of all categories of development control applications significantly
exceeded national targets. Innovative approaches to improving performance have
been developed, for example, composting street sweepings to raise the recycling.
Another measure of success is the successful implementation of the 'liveability'
initiative funded by £3 million of government grant.

Performance management
38 The Council has continued to develop its performance management framework but it

is not yet as robust or effective as it needs to be. Performance management was low
on the Council's agenda until about two years ago and performance indicators were
not used as an integral part of the process. The Council has since established the
concept of the 'golden thread' linking clearly from the community and corporate
plans through service plans to individual personal targets. It has narrowed down its
priorities as set out in its corporate plan. The Council has also been evolving and
working to embed its annual service planning cycle and reporting systems.
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39 The rate of progress in developing performance management arrangements has
been steady. Engagement with performance management has increased amongst
key councillors and officers, although it remains variable across the whole council.
A strong performance management culture is not yet fully in place amongst
officers and the Council is still seeking to identify meaningful local indicators.

40 The Council has reorganised its senior management responsibilities as a result of
capacity concerns highlighted by the CPA inspection and there is increased
emphasis on training managers and staff in performance management.
Participation in the management development programme has helped increase
inter-departmental working and focused team leaders more clearly on
performance.

41 Officers and members are engaged with the improvement plan and sound
monitoring arrangements to track progress are in place.

Best value performance plan
42 The audit of your best value performance plan 2005 has been completed and the

statutory report has been issued. The plan is largely compliant with standard
requirements and the performance indicators within it were properly compiled and
were published by the statutory deadline.
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Accounts and governance
The accounts for 2004/05 were approved by the Council on 24 June, comfortably
before the statutory deadline of 31 July. An unqualified audit opinion was issued
on 10 October. There were no issues that we needed to bring to the attention of
members before issuing the opinion.

Revenue expenditure for 2004/05 was £135,000 over budget, necessitating the
unplanned use of reserves. This had the effect of reducing working balances to
£100,000 below the minimum level agreed by members as prudent, although the
Council currently has significant unallocated revenue reserves to take into account
as well.

The Council was obliged to set a revised budget for 2005/06 following receipt of a
'capping order' from the Secretary of State limiting the council tax increase to below
six per cent. The consequential budget reduction of £350,000 in the current year has
been achieved in a managed way to limit damage to services provided by the
Council.

However, longer-term financial challenges are very substantial, with the need to
move towards a balanced budget that does not rely on a contribution from
reserves an imperative. Based on best estimates of budget pressures, capping
criteria and income trends, the necessary recurrent revenue budget reduction is
currently estimated at £2.5 million over the next five years, a substantial
proportion of the total budget. Clearly the Council has some difficult decisions
ahead and it must develop a strategy that will match its service and corporate
objectives to the resources that will be available without recourse to the
unsustainable use of reserves.

The budget for 2006/07 incorporates measures to save over £0.75 million,
including efficiency savings, but the council has chosen to use £0.8 million of
reserves to support revenue expenditure to provide time to restructure its base
budget to achieve the savings needed while minimising the damage this may
cause to services.

Accounts
43 We issued an unqualified audit opinion on the Council's accounts well before the

deadline for 2004/05 of 31 October 2005. Some minor amendments were needed to
the accounts following audit including an adjustment to the General Fund revenue
account which marginally increased the deficit reported from £46,000 to £135,000.
The implementation of a new financial ledger system in January 2005 went
smoothly and did not delay the closedown for 2004/05 or the preparation of the
accounts for that year, a commendable achievement.
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49 The Council has achieved this reduction through deferring planned growth, freezing
a number of staffing posts, a fortuitous reduction in costs related to a planning
appeal and higher than expected investment income. As a result, it has been able
to approve an amended council tax requirement limiting the increase compared
with 2004/05 to 5.5 per cent. Re-billing took place in late
October 2005.

50 The latest monitoring report for 2005/06 to Cabinet on 5 January 2006 confirms that
some significant budget variances have occurred on income. While overall a small
surplus was predicted for the full year it demonstrates the need for continuing
close monitoring of budget performance by members in subsequent years.

Financial projections 2006/07 and beyond

51 The Council is facing even greater financial challenges in the future. The budget
report for 2006/07 identifies a number of measures to enable the Council to set a
balanced budget for the year. This includes efficiency savings of £0.3 million,
budget cuts of £0.46 million and a call on general reserves of £1.1 million.
£0.8 million of the call on reserves is to support revenue spending and is intended to
provide the council with time to restructure its budget in a way that limits damage
from the further budget reductions needed in coming years. These are currently
estimated to amount to about £2.5 million over the succeeding four years.

52 It is imperative that the Council identifies and implements the measures
necessary to reduce its budget base to an affordable level and that the
unsustainable use of reserves to support revenue budget is phased out as a
matter of some urgency.

Governance arrangements
53 Internal Audit represents a key part of your internal financial control arrangements

and we rely as far as possible on their work. We have tested the effectiveness of
their function and concluded that their work was carried out in accordance with
accepted auditing practice. We have recommended that the Council strengthens it
arrangements by managers within the authority taking a more active role in
identifying risks inherent through control failures in critical systems.

54 There are opportunities to strengthen aspects of the Council's system of internal
control. In particular, the corporate assurance framework should be documented to
ensure that it reflects its principal objectives of risk management, internal controls
and assurance processes. The Council also needs to take steps to embed the
assurance framework into its business processes.

55 An overview of your risk management arrangements in 2005 indicated that that
some progress had been made. We understand that action is being taken to
further embed risk management across the organisation.
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Other work

Grant claims
66 In accordance with Strategic Regulation, the Audit Commission has continued with

a more risk-based approach to the certification of grant claims. We have reduced
our audit of these claims but our ability to reduce further depends on the adequacy
of the Council’s control environment.

67 The Council’s arrangements for managing and assuring the quality of grant
claims submitted for audit has continued to be sound.

National Fraud Initiative
68 In 2004/05, the local authority took part in the Audit Commission’s National Fraud

Initiative. The NFI, which is undertaken every two years, aims to help identify and
reduce fraud by bringing together data from NHS bodies, local authorities and
government departments and other agencies, to detect a wide range of frauds
against the public sector. These include housing benefit fraud, occupational
pension fraud, tenancy fraud and payroll fraud as well as, new for 2004/05, right to
buy scheme fraud and providing new contact details for former tenants with
arrears in excess of £1,000.

69 The NFI 2004/05 results were distributed on CD-ROM on 31 January 2005 and
participating bodies were required to provide savings returns reporting progress
made as at 31 May 2005, 30 September 2005 and 31 December 2005.

70 There were no identified frauds in North Dorset and the Council has met the
deadlines for the submission of returns to the Audit Commission.




