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Status of our reports

The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit Commission
explains the respective responsibilities of auditors and of the audited body. Reports prepared by
appointed auditors are addressed to members or officers. They are prepared for the sole use of the
audited body. Auditors accept no responsibility to:

e Any member or officer in their individual capacity; or
e Any third party.



Key messages

Key messages

This report summarises the findings from our 2008/09 audit. It includes messages from the audit
of the Council’s financial statements and the results of the work we have undertaken to assess
your arrangements to secure value for money in your use of resources.

Audit opinion

We issued an unqualified opinion on the Council’s financial statements on 28 September 2009. We
also issued an unqualified opinion on the Council’s Whole of Government Accounts submission on
30 September 2009.

Financial Statements

We reported the significant issues arising from our audit of the Council’s financial statements on 28
September in our annual Report to those charged with Governance.

Value for money and Use of Resources

We issued an unqualified value for money conclusion stating that the Council had adequate
arrangements to secure economy, efficiency and effectiveness in the use of resources for the
financial year 2008/09 on 28 September 2009.

We have assessed how well the Council uses its resources in line with the new methodology
developed by the Audit Commission. We have concluded that the Council has performed well overall
and that it demonstrated good performance in aspects of:

e managing its finances
e understanding its costs and achieving efficiencies
e managing its workforce.

Actions

Recommendations are shown in the appendix to this report and have been agreed with the Council.



Financial Statements and Annual Governance Statement

Financial Statements and Annual Governance Statement

The Council’s financial statements and annual governance statement are an important means by
which Dartford accounts for its stewardship of public funds.

Introduction

We reported the significant issues arising from our audit of the Council’s financial statements to the
Audit Board on 28 September 2009 in our annual Report to those charged with governance. The key
issues arising from the audit are summarised below.

Significant issues arising from the audit

The Council has good arrangements in place to ensure the timely preparation of its financial
statements.

Qualitative aspects of financial reporting, including adjustments and unadjusted misstatements

Overall, the quality of draft financial statements and supporting working papers was good and the
Council has complied with new accounting guidance. We identified a small number of material
errors in the draft accounts, which arose from the Council’s treatment of Housing Revenue Account
dwelling stock revaluations and impairments. These had no overall impact on the General Fund
balance in the accounts.

Financial systems controls

We did not identify any significant weaknesses in the Council’s internal control environment and
were able to place reliance on controls in financial systems for the purpose of the audit.

International Financial Reporting Standards

The introduction of International Financial Reporting Standards (IFRS) in the public sector raises
significant challenges for local government to ensure that proper arrangements are in place if they
are to publish timely and accurate IFRS-compliant accounts for 2010/11.

The 2010/11 accounts prepared under IFRS will need to include comparative information, also under
IFRS, for the 2009/10 year. The Council has therefore been reviewing its financial information to
ensure that it can meet the reporting requirements. It is important that it maintains focus on IFRS
conversion issues, as our experience in other sectors has shown that despite an apparently long
lead-time, meeting the requirements for new information can take significant time to achieve.



Value for money and use of resources

Value for money and use of resources

We considered how well the Council is managing and using its resources to deliver value for
money and better and sustainable outcomes for local people, and gave a scored use of resources
judgement.

We also considered whether the Council put in place adequate corporate arrangements for
securing economy, efficiency and effectiveness in its use of resources. This is known as the value
for money (VfM) conclusion.

VfM Conclusion

We assessed the Council’s arrangements to secure economy, efficiency and effectiveness in its use
of resources against criteria specified by the Audit Commission. From 2008/09, the Audit
Commission specifies each year which of the use of resources key lines of enquiry (KLOE) are the
relevant criteria for the VfM Conclusion at each type of audited body.

We issued an unqualified VfM Conclusion stating that the Council had adequate arrangements to
secure economy, efficiency and effectiveness in its use of resources.

Use of resources judgements

In forming our scored use of resources judgements we used the methodology set out in the Audit
Commission’s use of resources framework. The methodology was different from that used in 2008
and, in particular, places greater emphasis on outcomes. Judgements have been made for each KLOE
using the Audit Commission’s four point scale (from 1 to 4, with 4 representing the best
performance). Level 1 represents a failure to meet the minimum requirements at level 2.

We have taken into account, where appropriate, findings from previous use of resources
assessments, updating these for any changes or improvements, and any other relevant audit work.

The Council’s use of resources theme scores are shown below.

Theme Scored Judgement

Managing finances 3
Governing the business 3
Managing resources 3




Value for money and use of resources

The Council has performed well across each of the three Use of Resources themes. In particular, it
has demonstrated good outcomes from its arrangements for managing its finances, understanding
its costs and achieving efficiencies, and managing its workforce. Our detailed Use of Resources
report sets out our assessment against each of KLOE and the KLOE scores are shown below.

Theme and key lines of enquiry

Managing finances

1.1 Planning for financial health 3
1.2 Understanding costs and achieving efficiencies 3
1.3 Financial reporting 2
Theme score 3

Governing the business

2.1 Commissioning and procurement 2
2.2 Use of information 3
2.3 Good governance 3
2.4 Risk management and internal control 2
Theme score 3

Managing resources

3.3 Workforce 3

Theme score 3

Our key messages are shown below.
Managing Finances

The Council performed well in a number of areas of this theme, notably:

e financial governance and leadership by Members and the Management Team

e its use of its performance management system, which enables monitoring of both financial
and non-financial performance and supports strategic decision-making.

The Council has demonstrated over a number of years that it manages spending within its budgetary
restrictions very effectively and that it has been able to deliver services in new ways to achieve
efficiencies and better quality services. Financial planning and monitoring processes are strong and
were critical to the Council’s achieving £3 million of cash releasing savings between 2005 and 2008.

The Council scored a level 2 for Financial Reporting due to the misstatements in the 2008/09 draft
accounts submitted for audit, referred to at page 2 above. The accounts were, however, well
presented and, as in previous years, supported by clear working papers and documentation. The



Value for money and use of resources

Council

demonstrated a strong commitment to producing its accounts and supporting

documentation on a timely basis.

Governing the Business

The Council can demonstrate good performance and outcomes across most aspects of this theme,

whilst other areas are currently in development.

The Council actively pursues partnership working in procurement where this can help secure
efficiencies and improve he customer experience: it has arrangements in place with other
local authorities for the provision of services including environmental health and internal
audit. The Council’s procurement strategy and commissioning procedures are being
reviewed to bring them into line with best practice.

The Council has a strong embedded performance culture and it monitors its performance
effectively. Maintaining good quality data is a priority for the Council and it has built data
sharing protocols into partnership SLAs and contracts. Arrangements to ensure data security
and business continuity are comprehensive.

The Council promotes a strong ethical culture. It has arrangements in place to ensure good
governance, including the Standards Committee and a programme of workshops for
Members, senior officers and other stakeholders, including staff, partners, representatives
of community groups and members of the public. The Council regularly reviews the
effectiveness of its partnership working, including the governance of partnerships, and is
able to demonstrate that they provide effective outcomes and value for money.

The Council has sound anti-fraud arrangements in place and promotes a zero tolerance
approach through its publicity of cases in which fraud has been successfully proven. Risk
management and partnership governance arrangements are also sound but developing
areas, on which the Council is currently undertaking a significant amount of work. The
Council evaluates the risks of working with potential partners to be evaluated before joint
working can begin; this assessment includes assessment of how well risk management is
embedded in the partner organisation.

Managing Resources

The Council has demonstrated good performance in its management of staff and has delivered

significant structural and cultural change in recent years.

The Council manages performance through competency based job profiles, which include customer

focus, and through regular appraisals. Its approach to talent management, which resulted in the

development of a single Revenue and Benefits manager post, is based on this. It has addressed

succession planning issues and achieved significant efficiencies in recent years. The Council has also

operated a successful Healthy Living Initiative for three years, which has reduced sickness levels by

up to 31% and which received national recognition from the Municipal Journal.



Value for money and use of resources

Impact of the economic downturn

The economic downturn and banking crisis has had a very significant impact on public finances and
the bodies that manage them. We considered the effect of the economic downturn on the valuation
of the Council’s assets generally, as this posed a risk of material misstatement in the accounts. We
were satisfied that the asset values disclosed in the Council’s financial statements reflected valuers’
revaluations and available market information.

We also reviewed the Council’s bad debt provisions. We are satisfied that the Council has
adequately considered the impact of the economic downturn on its assets and reflected this in the
financial statements.

Grant claims

Central government departments require certain claims from local authorities in respect of specified
expenditure to be audited in accordance with agreed criteria. In respect of 2008/09, there were six
schemes which were subject to audit. When certifying expenditure on the schemes we are required
to consider whether there are errors in the original claims which require amendment or whether
there are issues arising which we are required to report to the grant paying department. Claims are
audited in accordance with deadlines specified by the grant paying department.

We made certain amendments to two of the 2008/09 claims audited but we did not qualify any of
these.

Organisational Assessment

During 2009, the Audit Commission introduced new arrangements for the assessment of
performance, known as organisational assessment. The organisational assessment forms part of the
Comprehensive Area Assessment which assesses public sector bodies within a geographical area.
Details of Dartford Borough Council and the Kent Area assessments by the Audit Commission can be
found after 10 December 2009 on the Audit Commission’s web site at:

http://www.audit-commission.gov.uk/localgov/audit/CAA/Pages/oneplace.aspx




Closing remarks

Closing remarks

Further detailed findings, conclusions and recommendations on the areas covered in our audit are

included in the reports issued to the Council during the year.

Report Date Issued

Annual Audit Plan June 2008
Report to those charged with governance September 2009
Use of Resources Report September 2009
Audit Fees

Our audit plan presented to the Audit Board in June 2008 contained our proposed fee to undertake
the audit. The table below shows the actual fees for our audit.

Actual Planned Prior Year

2008/09 2008/09 2007/08

f f f

Financial statements 46,500 46,500 44,200
Use of Resources 45,640 45,640 43,800
Total 92,140 92,140 88,000

The Audit Commission scale fee for 2008/09 was £106,175.

The Council has taken a positive and constructive approach to our audit. We would like to take this
opportunity to thank the Council’s staff for their support and cooperation throughout the audit.

Baker Tilly UK Audit LLP

November 2009



Appendix 1 - Action Plan

Recommendation Management Response

Use of Resources

1 | The Council should ensure that the draft
Statement of Accounts which are approved by
full  Council are free from material
misstatement.

2 | To enhance its approach to procurement, the
Council should make use of more sophisticated
techniques such as demand management

3 | The Council should a greater emphasis on risk
assessment in its procurement processes and
key documentation. .

4 | The Council should build sustainability issues
into the procurement process so that these are
considered routinely in service delivery and
procurement decision making and not on an ad-
hoc basis.

5 | The Council should consider implementing a
formal feedback loop from decision makers on
the relevance, reliability and timeliness of
information they receive.

6 | Arrangements to secure effective risk
management within partnerships should be
developed during 2009/10 to ensure the risk
management process is contributing to
improved outcomes, including the embedding
of a centralised partnership register.

7 | The Council needs to demonstrate that a strong
counter fraud culture is embedded across the
whole Council, rather than a number of specific
areas, and evidence that it assesses its counter
fraud arrangements and performance against
professional guidance, best practice and the
findings of its own reviews.

The Council’s corporate counter fraud strategy
should include outcomes against which it is
possible to measure the effectiveness of the
strategy.




