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Management Response

July 2006
Responsibility
Timescale
On Track

A Reliable financial information on SAP
















Robson Rhodes considered that this issue was one of the most significant:

1. The Council should continue to work through the SAP revitalisation

2. The Council should continue to work through the LINK project;

3. The Council should also consider any remaining systems which are currently outside of SAP with a view to drawing up and implementing integration plans as appropriate;

4. Review statement PR9 (Financial Information Systems meet users needs)  in the CIPFA FM Model with a view to addressing the remaining criteria in relation to the suitability of systems to users needs; and

5. Review the budget management KLOE with a view to ensuring that the Council’s arrangements continue to support the achievement of a Level 3 in the context of the above developments (specific link to KLOE 2.2).
1
Most of the technical and process work on the Finance work stream has been completed and the new processes are now being rolled out across the authority. Working Groups have been set up to implement the processes for each of six areas of work, (Budget Monitoring and Forecasting, Internal Orders, Grants Management, Capital, Personnel Cost Planning and Statistical Key Figures and Automated Cost Allocations).  
Progress and timescales for completion and roll out of work are summarised in May paper to SAP Programme Board.  Some grants will not be managed on SAP until April 2007 and Investment management elements of Capital are due for completion by December 2006.

Procurement 
The use of SAP R3 Procurement has been extended since April to include utilities, rents, leases and insurance.

SRM (e Procurement) has been merged with the Shared Services Accounts Payable Project to form the ” Procure to Pay” project within Shared Services programme.  The Procurement Board is concerned that the project may not be completed within timescale due to resource constraints in directorates.
The use of SAP Procurement will provide commitments and so improve financial information.
Progress is reported quarterly to AWG and Committee 
Project Link has been brought under the stewardship of the SAP Revitalisation Programme.

The Project Initiation Document was approved May 2006.  The replacement Project Manager will start 21 August leaving a month’s gap with no project manager.

£500,000 has been budgeted in 2006/07.  The project manager has drawn up a high level plan but this is already slipping and has not yet been revised.  Key issues identified are reliance on key directorate staff who are already overloaded with demands from e.g. e-procurement project and lack of Change Management techniques.
We will review statement PR9, identify what action plans are in place to address gaps and put in place action plans where any are missing.

The Corporate & Professional Standards Manager has reviewed the new budget management arrangements against KLOE to ensure that level 3 is supported.
Project Sponsor (Head of Finance and Procurement)

Project Sponsor (Business Manager Social & Community Services) and SAP programme board

Finance 
Project Sponsor
Assistant Head of Finance (Financial Planning)

Assistant Head of Finance (Financial Planning)
Remaining technical work on the Finance stream largely completed by the end of July. Implementation timescales will vary for each area as determined by the Working Groups.  
July 2006
October 2006
November 2006
June 2007 

July

Should have been advised by 30 June.  Not done due to slippage of project.

October 2006

April 2006
Quarterly reporting to AWG and Audit Committee
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B Integrate finance, performance and risk


1. Robson Rhodes recommend that the Council ensure that appropriate controls are put in place to ensure the quality of finance and activity data in respect of the plans and developments to align finance, performance and risk during 2006 (Link to KLOE 2.1).

2. In addition to the above the Council should also review statements L5 (Financial Management supports good strategic decision making and performance management) and PR5 (Budgets are soundly based) with a view to ensuring the remaining issues are addressed as part of the above process.
1
Agreed.  The Corporate Performance Manager and Assistant Chief Executive will be presenting a paper to the County Council Management Team (CCMT) in July to outline the approach that will be taken.  

The process review will include reference to statements L5 and PR5 to ensure that remaining issues are met..


Assistant Head of Finance (Financial Planning)
Planned to be in place for the 2007/08 budget round.  Ie by December 2006.
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C Remove Control Weaknesses


1. The Council has made progress in this area since the time of our original review and we therefore recommend that going forward activity in this area is broadly within the following areas:

2. Monitoring the extent to which existing and newly developed controls are embedded through Internal Audit reports covering key systems; 

3. Ensuring that the SAP revitalisation project addresses any remaining issues within the main financial system;

4. Utilising the LINK project to address control issues in Health & Social Care; 

5. Continue to ensuring lessons are learnt from the Cornmarket restructure; and

6. Continue to use the Statement on Internal Control to provide a vehicle to report progress in this area to senior management and members on a biannual basis (link into KLOE 2.2 in this area)
2


The Internal Audit Plan for 2006/7 has a wide coverage of key systems during the financial year ending March 2007.  

The Corporate and Professional Standards Manager will use the outputs of the Internal Audit Service to monitor the extent to which controls are embedded on a six monthly basis and promote implementation .  We will document the process to ensure the review is maintained.

There is a programme of Internal Audit Work to provide Assurance to the Programme Board on adequacy of financial controls.

The Corporate and Professional Standards Manager will review the extent to which the SAP revitalisation programme has enabled the Council to improve its score against the CIPFA financial management model.

The LINK project forms part of the SAP revitalisation programme.  Internal Audit will be performing work to provide assurance on the adequacy of financial control provided by project outcomes.  Management will hold responsibility for the system of internal control.

Project Management is included within the Internal Audit plan for 2006/7.  

In addition the Statement on Internal Control (SIC) and Internal Control Checklist will be updated for 2006/7 to provide additional focus on Project Management.  Project management has been identified as a significant risk in the SIC 2005/06.  A Project Management training provider has been identified. Business Managers are required to provide a list of projects to the Corporate Change Manager by 31 July or else provide an explanation to the Audit Working Group

We will continue to do this.  Statement on Internal Control 2005/06 was presented to the Audit Committee 28 June 2006.  The six monthly interim report on SIC for 2006/07 will be presented to the Audit Committee in January 2007
Assistant Head of Finance ( Audit)

and Assistant Head of Finance (Financial Planning)

Assistant Head of Finance (Audit) 

Assistant Head of Finance (Financial Planning) 

Project Sponsor (Business Manager Social & Community Services)

County Solicitor with the Statement of Internal Control Working Group

County Solicitor with the Statement of Internal Control Working Group


March 2007

October 2006 and then ongoing

March 2007 and ongoing

December 2006

Post completion of revitalisation project

March 2007 and ongoing

June 2006 Ongoing six monthly reporting
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D Policies and Procedures


Whilst progress in this area was noted there are a number of specifics which if addressed would enhance the Council’s arrangements in this area:

1. Review the effectiveness of the search function on the Council’s intranet site such that policies and procedures become more accessible to users;

2. Ensure effective communication of both newly developed documentation and updates to existing documentation going forward;

3. Review the presentation of existing procedural guidance (especially in the context of relevant feedback from the current financial training programme) with a view to ensuring that all documentation is user friendly;

4. Ensure that those procedures which have been identified as business critical are reviewed and updated on an annual basis and that evidence of this is retained (specific link into KLOE 2.2)
OCC have identified further specific requirements

5. Review Virement Rules

6. Review budget monitoring signoff arrangements with respect to new ways of working
2
Agreed.  Allocated to the work plan for Corporate & Professional Standards Manager.

We plan to set up a schedule of regular briefings to inform staff of new documentation and updates.  We will also use the intranet to promote awareness.  There has been a delay in appointing to the post of Policies and Procedures Manager to address these actions, but we now hope to have the post filled from 17 July.

Agreed.  Allocated to the work plan for Corporate & Professional Standards Manager.

We will a set up a programme of rolling review for business critical procedures identified by Internal Audit.

Virement Rules are currently being reviewed and will then require approval by full Council

Budget Holders now sign to confirm their responsibilities (previously just confirmed receipt.)  Some budget holders have refused to sign.  We see this as evidence that signature is taken seriously and will work to resolve the problems identified.
Assistant Head of Finance (Financial Planning)


September 2006

June 2006

October 2006

December 2006

March 2007 and ongoing

CCMT 27 September 2006

Approval by Cabinet scheduled November 2006

Approval by Council February 2007 
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E Internal Audit arrangements


The Council is in the process of enhancing its Internal Audit function and in this context we recommend that the Council:

1. Consider the potential benefit to including the performance indicators which we highlight in our main report;

2. Review the extent to which the audit plan has been completed historically and ensure going forward that all key risks are identified and addressed as appropriate;

3. Continue to monitor and work towards compliance with the CIPFA Code on Internal Audit 2003 (link into KLOE 4.2);

4. Review statement PR 4 (There are proper arrangements for the provision of Internal Audit) in the CIPFA Model with a view to addressing the remaining issues with regards to Internal Audit.

Audit Committee arrangements

The Council has improved the focus of the Audit Committee and set up an Audit Working Group but should:
5. Review the specific criteria in relation to the effectiveness of the Audit Committee with a view to working towards compliance with KLOE 4 (link into KLOE 4.2).
2
The Internal Audit service has already subscribed to the CIPFA benchmarking and will be reporting  to the Audit Committee

Internal Audit now has a new structure and strategy for 2006/7 to improve the completion of the audit plan.  The Service will work with the Risk Manager and Directorates to identify key risks within systems that support the delivery of the Council’s objectives and priorities.  The audit plan is linked to organisational and directorate risk where possible. 

Progress with self assessment will be reported to the Audit Working Group 

The service has identified outstanding issues from PR4 and is actively addressing them.  

A self assessment against KLOE 4 will be reported.
Assistant Head of Finance (Audit)

Assistant Head of Finance ( Audit) and County Solicitor


July 2006

September 2006 (correction)

Restructure  is complete.  

Audit plan due for completion

March 2007.

September 2006

March 2006 

Ongoing

July 2006
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F Performance Management of cost centre managers and budget holders


The Council still has a number of areas to address in relation to cost centre performance management and therefore in addition to continuing with its current planned activity it will:

1. Review statement P1(need for financial competencies is identified and met) in the CIPFA FM Model with a view to addressing the remaining issues in this area; and

2. Review the relevant areas of KLOE 2 to ensure that appropriate evidence will be in place to allow the Council to enhance its scores in this area during the next round of judgements (link into KLOE 2.1 & 2.2)
2
The financial competencies 2 day training for all cost centre managers is underway, a scheme for supporting managers post training is being finalised.  Roles and responsibilities have been agreed.  Job descriptions will then be updated to match the roles and responsibilities.  The new appraisal scheme for managers will focus attention on finance training needs of managers.

The Corporate Performance Manager is reviewing the integration of business planning with financial planning as required by KLOE 2.  See also section 4.6 Virement

Training targeted to be completed by November 2006  February 2007

New appraisals should be in place by end June 2006

March 2007 and ongoing
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G Improve budget management and financial reporting


Whilst improvements in budget management have clearly been achieved the Council needs to ensure going forward that its financial reporting arrangements are enhanced and as such we recommend that:

1. Regular balance sheet reporting is developed and reported to members;

2. The Council should review statements L2 (The organisation plans how resources are allocated to different services and activities and monitors that money is spent accordingly), PR5 (Budgets are soundly based) and PR7 (Budget monitoring and forecasting reports ensure “no surprises” and inform accurate budget management) from the CIPFA FM Model with a view to addressing the few remaining weaknesses;

3. The Council’s current auditors are consulted over their precise requirements in terms of working papers to support the accounts (link to KLOE 1.1); and

4. The Council works towards reducing the number and volume of technical adjustments required to the accounts as a consequence of audit (link to KLOE 1.1).
2
We have a number of actions to improve budget management and financial reporting.

Arrangements for future balance sheet reporting are currently being developed.  Creditor payment performance (BVPI8) and revenue balances are reported as part of existing monitoring procedures.   Information on revenue reserves and provisions is now included as part of the monthly monitoring report.

  Debtors’ information is being enhanced and will include debtor days, outstanding debts and cancellation rates by directorate and service

The budget monitoring process is being revised to address PR7 (budget monitoring and forecasting reports ensure “no surprises” and inform active budget monitoring)

Current performance on L2 and PR5 will be reviewed by the Financial Planning team and the weaknesses identified will be addressed.

Responsibilities for financial accounting have been restructured and a process put in place to improve the quality of audit working papers.  There are regular scheduled meetings with the external auditors to ensure that their requirements are covered.  The external auditors have met with the Operating Finance Group to discuss the 2005/6 audit.

The Statement of Accounts was submitted on 28 June 2006 within the statutory deadline and following improved quality assurance checks.
Assistant Head of Finance (Financial Accounting)

Assistant Head of Finance (Financial Planning)

Assistant Head of Finance (Financial Accounting)


November 2006

November 2006

September 2006

Completed

September 2006 (post audit)
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H Financial Training


1. We recommend that the Council continue to roll out its current training programme and ensure that feedback is collated promptly and acted upon as appropriate to ensure the most effective training provision is delivered and the Council is in a position to demonstrate that users have been consulted (link to KLOE 2.2).

2. The Council should also review statements P1, P4 and P6 with a view to addressing the remaining weaknesses and also review the specific criteria within KLOE 2 to ensure compliance going forward (link into KLOE 2.2).
2
122/408 planned, budget holding trainees had received both days of training by 27 June 2006.  Of these 63% had accessed the SAP system following training. Of particular concern is the low level of usage within the CYP&F directorate.  The training manager will investigate and take remedial action.  A new budget summary report aimed at Heads of Service has been released.  The roll out is encountering problems with managers who have significant information on non-SAP systems who have limited benefit from budget monitoring until integration takes place.

Agreed.  Allocated to the work plan for Corporate & Professional Standards Manager.


Assistant Head of Finance (Financial Planning)
March 2007

January 2007
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I Appropriate Structures


Whilst some progress has been made in this area the Council’s ability to effectively address all issues will need to be developed in the context of the shared services initiative, therefore we recommend that:

1. The Council should continue to work through the shared services initiative in the context of ensuring that cost centre managers’ financial awareness needs to be developed and further integration of systems with SAP is developed.
2
As part of the Shared Services Project an assessment will be made of the level of support required by cost centre managers based upon a risk assessment of their budget.
Finance representative on Shared Services Project team
Shared service PID shows Management accounting move into SSC completed by 31 December 2007
_










J Schemes of delegation


1. The Council has made considerable progress in this area such that our only recommendations are either best practice or those which would facilitate the achievement of a level 4 criteria in this area as follows:

2. Going forward responsibilities should be delegated to posts and not individuals;

3. Internal Audit should ideally not be involved in the creation of any standard documentation going forward so as to not compromise their independence or contravene the CIPFA code on Internal Audit;

4. The Council’s documentation should be reviewed to ensure clarity over the delegated S151 responsibilities within the schemes of delegation;

5. The schemes of delegation should be reviewed to ensure that the current omissions in terms of variations to contracts and also reference to partnership arrangements (link into KLOE 4.2); and

6. All schemes of delegation should be reviewed at least annually (link into KLOE 4.2).
3
As part of the e-procurement project the scheme of delegation for all directorates is being reviewed to identify authorisers and requestors.  The contract procedures rules are also being reviewed by the procurement team.

Due to the need to complete update of delegations in time for e-procurement this recommendation is not planned for implementation in this financial year.

Noted.

Will be included with the work done on virement by the Corporate and Professional Standards Manager.

“

Update of Schemes of delegation delayed this year 2006-07.  In future years this will be an agenda item at SFG in March.
Head of Finance and Procurement (via Strategic Finance Managers)

Assistant Head of Finance (Financial Planning)


Initial information July 2006

CCMT

27 September 2006

Approval by Cabinet scheduled November 2006

Approval by Council scheduled for February 2007
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Key:

Priority 1: Fundamental weakness: requires immediate attention

Priority 2: Significant weaknesses 

Priority 3: Best Practice Recommendation

_ The project/action is in an early stage of development
(The project/action is on track to achieve its objectives on time
? Some concern that the project/action will fail to meet all its objectives and/or will experience delay
 ! Significant concern that the project/action will fail to meet all its objectives and/or will experience delay
Where project delivery time has been revised the assessment reflects the revised target date.

ANNEX 1








Key at the end of the document
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