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	Annual Audit and Inspection Letter
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External audit is an essential element in the process of accountability for public money and makes an important contribution to the stewardship of public resources and the corporate governance of public services.

Audit in the public sector is underpinned by three fundamental principles:

· auditors are appointed independently from the bodies being audited;

· the scope of auditors' work is extended to cover not only the audit of financial statements but also value for money and the conduct of public business; and

· auditors may report aspects of their work widely to the public and other key stakeholders.

The duties and powers of auditors appointed by the Audit Commission are set out in the Audit Commission Act 1998 and the Local Government Act 1999 and the Commission's statutory Code of Audit Practice. Under the Code of Audit Practice, appointed auditors are also required to comply with the current professional standards issued by the independent Auditing Practices Board. 
Appointed auditors act quite separately from the Commission and in meeting their statutory responsibilities are required to exercise their professional judgement independently of both the Commission and the audited body.

Status of our reports

This report provides an overall summary of the Audit Commission’s assessment of the Council, drawing on audit, inspection and performance assessment work and is prepared by your Relationship Manager. 
In this report, the Commission summarises findings and conclusions from the statutory audit, which have previously been reported to you by your appointed auditor. Appointed auditors act separately from the Commission and, in meeting their statutory responsibilities, are required to exercise their professional judgement independently of the Commission (and the audited body). The findings and conclusions therefore remain those of the appointed auditor and should be considered within the context of the Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit Commission.

Reports prepared by appointed auditors are:

· prepared in the context of the Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit Commission; and

· addressed to members or officers and prepared for the sole use of the audited body; no responsibility is taken by auditors to any member or officer in their individual capacity, or to any third party.

Copies of this report

If you require further copies of this report, or a copy in large print, in Braille, on tape, or in a language other than English, please call 0844 798 7070.
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Our overall messages
1 This report provides an overall summary of the Audit Commission's assessment of the Council. It draws on the most recent Comprehensive Performance Assessment (CPA), the findings and conclusions from the audit of the Council for 2006/07 and from any inspections undertaken since the last Annual Audit and Inspection Letter. It also includes the results of the most recent corporate assessment.
2 We have addressed this letter to members as it is the responsibility of the Council to ensure that proper arrangements are in place for the conduct of its business and that it safeguards and properly accounts for public money. We have made recommendations to assist the Council in meeting its responsibilities.

3 This letter also communicates the significant issues to key external stakeholders, including members of the public. We will publish this letter on the Audit Commission website at www.audit-commission.gov.uk. In addition, the Council is planning to publish it on its website.

4 The Council has successfully maintained its positive direction of travel this year and we have judged it as a 'four star' council which is 'improving well'. It has improved its high quality services both in national priority areas and in the majority of those areas which are of concern to local people. In particular:
· the Corporate Assessment of the Council during 2007 concluded that the Council was 'Performing Strongly';
· the Council with its partners have continued to improve its good services and outcomes for children and young people and also for adults. Despite the demands that delivery of the adult services financial recovery plan had on staff resources, the department was still able to achieve improved service performance;
· the Council gives a high priority to building a safe community and has invested significant resources in this area. Accredited community support officers are reducing anti-social behaviour and a county wide partnership approach to crime and disorder is in the early stages of development. This is important in addressing issues such as violent crime which remains too high for Hampshire;
· the Council is the top performer in reducing the amount of waste going to land fill and has delivered a high quality sustainable community development at Popley;
· library services have been transformed, including new Discovery Centres and six refurbishments and the Council has established a new customer contact centre which is providing greater access to services for extended hours;
· the Council continues to improve its performance in the management and use of its resources. Our judgements this year reflect improved performance in a number of key areas, notably: financial management; financial standing; internal control; and
· the Council’s accounts were produced well within deadlines and were presented fairly. We issued an unqualified opinion on the Council's accounts and a conclusion on the Council's value for money arrangements to say that these were adequate. 

5 We have also identified some opportunities for improvement, which the Council is addressing. These include:
· maintaining its capacity for delivering change - Key corporate posts have been lost over the past year and the framework for delivery of the Council's top priority of making 'Hampshire safer and more secure for all' is not fully developed. Efforts are being made to enhance the capacity of the Council's HR function to support delivery of the on -going strategic change agenda;
· improving outcomes for local people in community safety - Crime figures are relatively low but fear of crime remains a key concern for Hampshire residents. The Council and its partners have a mixed record in reducing crime and disorder when compared to similar areas and work is ongoing in partnership to address this; and
· promoting equality and diversity - The Council has been assessed at level 2 of the Equality Standard for Local Government. Further work is needed to consolidate this performance at level 2 before moving on to level 3.
Action needed by the Council
6 We highlight below, particular actions arising from our work over the last year that relate to members’ responsibilities.
	Recommendations

	R1 Obtain assurances that the Council's workforce and related HR plans adequately provide the capacity needed for the successful management of change.

	R2 Continue to track the performance of the Council and its partners in improving the outcomes for local people in community safety and support the development of more effective collaborative working in this area.

	R3 Ensure that the Council has realistic plans for the achievement of level 3 of the Standard for Local Government in equality and diversity. 


How is Hampshire County Council performing?
7 The Audit Commission’s overall judgement is that Hampshire County Council is improving well and we have classified Hampshire County Council as four star in its current level of performance under the Comprehensive Performance Assessment. These assessments have been completed in all single tier and county councils with the following results.
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Source: Audit Commission
8 The detailed assessment for Hampshire County Council is as set out overleaf.

Our overall assessment - the CPA scorecard
Table 1 CPA scorecard

	Element
	Assessment

	Direction of Travel judgement
	Improving well

	Overall
	4 stars

	Corporate assessment/capacity to improve
	4 out of 4 

	Current performance

Children and young people*
Social care (adults)*
Use of resources*
Environment

Culture
	3 out of 4

3 out of 4

3 out of 4

4 out of 4

4 out of 4


(Note: * these aspects have a greater influence on the overall CPA score)
(1 = lowest, 4 = highest)
The improvement since last year – our Direction of Travel report

Overall performance

9 The Council has successfully maintained its positive direction of travel this year and has improved its high quality services both in national priority areas and in the majority of those areas which are of concern to local people. It has maintained its four star status and ‘performing strongly’ rating following a recent corporate assessment and against this background we have assessed the Direction of Travel since last year as 'Improving well'.
10 The Council has improved its already good key services. Hampshire’s Children's Service has been rated by Ofsted as ‘good’ and the attainment of Hampshire schools' pupils continues to improve on an already high standard. The assessment of Adult Social Care by the Commission for Social care Inspection showed that services have improved and are delivering ‘good outcomes’ with ‘excellent capacity for improvement’. In addition, the Council, together with its partners, received an inspection of its Supporting People programme, which was judged to be ‘excellent with excellent prospects for improvement’. 
11 The Council’s improvement against 2006/07 best value performance indicators (BVPIs) is at the average level when compared to other councils. Of those BVPIs selected for comparison, 65 per cent show improvement from last year. This is positive considering that 36 per cent of the Council’s BVPIs are in the best 
25 per cent of all councils (the average of all councils is 28 per cent). Customer satisfaction with the Council overall is above average when compared to other councils. The Council and partners have made mixed progress on reduction of crime and fear of crime but an improved approach to a county wide Crime and Disorder Reduction Partnership (CDRP) is being developed. 
12 The Council’s corporate strategy (2006 to 2009) has three top-level priorities: Hampshire safer and more secure for all; maximising wellbeing; and enhancing quality of place. A brief assessment of the direction of travel against key aspects in these three priorities follows.

Hampshire safer and more secure for all

13 The Council gives highest priority to building a safe community and has invested significant resources in this area. It has achieved success in tackling anti-social behaviour through its funding and appointment of Accredited Community Safety Officer’s (ACSOs). This now includes 47 ACSOs who maintain a highly visible presence targeted in key locations across the County. Residents in these areas feel that their area is safer as a result. The Council has also delivered key safety initiatives through the work of its trading standards teams, such as a quick response team to address complaints about doorstep traders who target the vulnerable and has taken positive action to reduce sales of alcohol to under-age people.

14 The Council and its partners have a mixed record in reducing crime and disorder when compared to similar areas. According to the British Crime Survey Hampshire is one of the safest places to live and crime levels remain generally low. Despite these relatively low levels of crime the 2006 MORI survey of Hampshire residents indicates that fear of crime remains a key concern among local people. Crime figures for 2006/07 remained low when compared nationally, but also show that Hampshire's performance is in the worst 25 per cent of all county council areas, when you look at percentage increases, and is not improving relative to other county areas for violent crimes. To put this into context the average of all county council areas is 15.08 violent offences per 1,000 persons. In Hampshire it is 18.12 - this does not include the unitary councils of Southampton and Portsmouth where there are 38.36 and 32.55 violent offences per 1,000 persons respectively.
15 Capacity to deal with crime and disorder on a county wide basis has improved and continues to develop with the Council having a key role alongside other agencies in the 11 local Crime and Disorder Reduction Partnerships (CDRPs). The absence of a county-wide co-ordinating forum has had an impact on consistency in the past and this is now starting to be addressed through a county wide CDRP. The impact of this is not yet clear but it will be important to the coordination of crime and fear of crime reduction across the County. 
16 The number of people killed or seriously injured, or slightly injured, in the road is improving. The Council has worked effectively with the police to reduce motor cycle deaths in the County and the Council's performance on improving road safety is strong. Initiatives have included engineering projects and a casualty reduction programme with the Police and the Hampshire and Isle of Wight safety camera partnership and an older person’s driver assessment to help drivers stay safe. The Council has now met its own target to reduce the number of people killed or seriously injured five years early. Although still relatively high when compared to all county and unitary councils, due to the large size of the County, road casualty levels for fatal and serious casualties in Hampshire have fallen to their lowest level since 2004.
Maximising wellbeing – Children and Younger People 
17 The Council with its partners has continued to improve its good services and outcomes for children and young people. Hampshire’s rate of improvement is average for Children and Younger People - this is against an already strong performance, 44 per cent of performance indicators are in the best quartile (county average is 35 per cent). The Council's Children's Service has been rated by Ofsted in this year's Joint Area Review as ‘good’ with 'good' capacity for further improvement. Strengths outlined in last year’s Annual Performance Assessment of Hampshire’s Children's Service have been sustained and built upon. The educational attainment of Hampshire School pupils has been very strong over a number of years and is still improving. Key areas of improvement achieved include:

· improved services and outcomes for looked after children (LAC) where Hampshire is performing well in relation to other councils and is improving employment opportunities through joint working with Connexions for children in care;

· good progress in school improvement - the Council's early intervention programme has delivered positive outcomes and a high success rate at getting schools out of special measures; and

· the Council is performing well and improving in educational achievement - of 10 selected performance measures (for example, GCSE and Key Stage achievement) Hampshire is in the best 25 per cent of all councils in 7, and in the top 50 per cent in the remaining 3. 
18 The Council's arrangements for safeguarding children and young people are good and services for children and young people in care and those with learning difficulties and disabilities are good. 
19 The Council is performing well relation to other councils in improving services and outcomes for it's looked after children, although performance is not as strong as it would wish against its own targets. The Council has fewer children in foster placements compared to other councils. The stability of its foster placements has been below average for a number of years and is now improving slightly. 
Maximising wellbeing – Older and Healthier Communities 

20 The Council with its partners has continued to improve its good services and outcomes for adults - managing to achieve financial recovery and modernisation as well as maintaining and improving performance. Hampshire’s rate of improvement is above average in older and healthier communities, 50 per cent of performance indicators are in the best quartile (county average is 33 per cent). This year the Council together with its partners received an inspection of its Supporting People programme, which was judged to be excellent with excellent prospects for improvement. Adult Social Care Services have also improved and the annual assessment from CSCI concluded that the Council is delivering good outcomes with excellent capacity for improvement. Key areas of improvement achieved include:
· the Council is best quartile and improving for 18-64 year olds with physical disabilities and people with learning difficulties and/or disabilities (LDD) helped to live at home;

· more than 90 per cent of adult social services performance indicators showed improvement during the year and 18 out of 20 PAF indicators have improved;

· good and improving performance in assisting young adults with a physical disability and those with mental health needs to live at home; 
· the Council was awarded silver surfer council of the of the year; and
· good contribution to improving people’s health and emotional well-being including increased participation (by 4 per cent of adults) in sport and activity - exceeding the LPSA target.

21 Areas where improvement or service delivery for adults is not as strong include: 

· weaker performance in helping vulnerable older people needing intensive support stay at home there are still high numbers (although reducing) of people with LDD living in residential care; 

· the costs of residential care is too high in Hampshire when compared to other councils; and 
· the Council's provision of direct payment is now assessed as adequate having deteriorated from good. 
22 Within this priority the Council has continued to contribute effectively to improving people’s quality of life and in improving access to services. It effectively promotes economic well-being through a number of initiatives to improve employment opportunities including for people with learning difficulties. It has successfully established a new customer contact centre which is providing greater access to council services for extended hours. More than 78 per cent of Council buildings are now accessible for disabled people, which is in the best 25 per cent of all county councils. 

23 The Council's approach to understanding its communities is good and improving. It is committed to maintaining and enabling all people to be involved in local activities and in policy development and decision-making. It has established a Hampshire Interfaith Network and held a successful seminar for key partners in the county to discuss issues relating to migrant workers. 
Enhancing quality of place

24 The Council has continued to improve its good services and outcomes to improve the environment and assure sustainable communities. It has played an active and important role in regeneration initiatives, with partners, such as at Rowner and in Leigh Park and achieved Green Flag awards for Staunton and Queen Elizabeth country parks. 
25 The Council has delivered high quality development whilst maintaining a good focus on the environment and sustainability, for example through its delivery of 1,500 new homes along with a new secondary school, park, sustainable drainage, and a neighbourhood centre and community facilities at Popley. It shows strong community leadership in representing community views on the South East Development Plan and through the bodies such as the Partnership for Urban South Hampshire. The Council has made good progress in improving its library services. The Gosport Discovery centre has improved number of visits and the Winchester Discovery Centre is now completed. A new mobile library fleet is in place and 6 libraries have now reopened after refurbishment. 

26 The Council is making steady progress in dealing with traffic issues in the county, though the issues of congestion remain a key challenge. It is performing well in improving the condition of its footways and principal roads. However, satisfaction with bus services in Hampshire is low when compared to other councils. 
27 Environmental indicators are strong although the rate of improvement has slowed and the number of the Council's environmental performance indicators, selected for comparison this year, in the top quartile is now below average. The Council is the top performer in reducing the amount of waste going to land fill although this is reflected in the higher cost of waste disposal in Hampshire relative to other councils. ,Recycling rates have continued to improve and Hampshire remains in the top quartile of councils for recycling household waste. 
Sustaining future improvement

28 The Council has a good sustained improvement track record and good capacity to further improve in most key areas. Its improvement as measured by performance indicators for the past year is about average when compared to all other councils. This may be an indication of the difficulty of continually improving already good performance. 

29 The Council has maintained a clear focus on key priorities for delivery. It has robust improvement plans and performance management. It is now leading on the development of the new Sustainable Community Strategy and the Local Area Agreement (LAA) for Hampshire. The Council has reduced the number of corporate priorities from six to three and resources have been moved to meet new priorities, such as the development of the locality teams in Children’s Services, the introduction of ACSOs, to improve public transport through Quality Bus partnerships and setting up the new contact centre. This good focus is a key to sustaining improvement. 

30 The Council has a strong commitment to supporting changes where these are identified as necessary to support strategic priorities. Difficult decisions have been made to close residential care homes and children’s facilities, and to close and merge schools where there is oversupply of places. There is a clear link from the Councils ambitions and priorities to achievement of outcomes. Some of these, such as Project Integra and its overall approach to waste management, and its focus on educational attainment have a clear long-term focus.
31 The Council has improved capacity in key areas, for example it has successfully reconfigured and refocused its adult, children's and library services this year. Emphasis has been placed on ensuring delivery of the key services of social care and education, responding to national policy initiatives and re-shaping services to take account of these. Adult Social Services modernisation and recovery plans are being managed very well and the Council's capacity to deliver these plans is good. Despite the demands that managing the financial recovery plan had on staff resources, the department still managed to achieve improved service performance. The Council has used the financial pressures to reshape and improve services. Robust monitoring arrangements for delivery of the recovery plan were introduced last year and this together with corporate ownership of the problem has helped deliver good outcomes. 
32 Councillors and officers are clear about their roles and responsibilities within effective decision-making processes. Political leadership is evident, effective, well regarded and respected, both within and outside the Council. Councillors are active at both local, regional and, in some cases, international levels. Climate change and waste management are also areas where leadership is strong this is evident for example, in the establishment of a climate change commission to consider the long-term impacts on the county. 

33 The Council's approach to ensuring equality and diversity is improving steadily. The Council has good quality Race and Disability Schemes based on extensive and inclusive consultation as well as an effective corporate working group including the equalities councillor champion. The Council has achieved level 2 of the Equality Standard for Local Government, and an external review recommended that the Council needed to consolidate at this level before moving on to level 3. The Council’s workforce is not representative of the local community and remains in the worst quartile for the number of disabled people it employs compared to the number of disabled people of working age in the local community- this has not improved relatively since 2003.

Service inspections

34 The Audit Commission has not undertaken any service inspections during the year owing to the fact that the Council participated in a full corporate assessment during the period, which was reported separately. However, an important aspect of the role of the Relationship Manager is to work with other inspectorates and regulators who also review and report on the Council’s performance. Relationship Managers share information and seek to provide ‘joined up’ regulation to the Council.
35 During the last year the Council has received the following assessments from other inspectorates.
Table 2 Results of assessments/inspections 2007
	Other inspectors and regulators
	Service
	Performance

	Corporate assessment
	Corporate
	Level 4 (Performing strongly) 

	Joint area review of children’s services
	Children's services
	Good outcomes and good capacity to improve.

Arrangements were good in respect of children and young people in care and for safeguarding children and young people. Services for those with learning difficulties and/or disabilities are also good and the youth service makes an outstanding contribution to the ‘Every Child Matters’ outcomes. The Council and its partners have a strong commitment to the preventative strategy and to shifting and developing resources to deliver it through multi-agency engagement. 

	2007 annual performance assessment for services for children and young people
	Children's services
	The Council consistently delivers services above minimum requirements for users and its contribution to improving outcomes for children and young people is good.

	Supporting People
	Supporting people
	Excellent service with excellent prospects for improvement.

	Commission for Social Care Inspection
	Adult social services
	Performance in delivering outcomes is good with excellent prospects for improvement.


 Source: Other regulator reports
36 We have drawn on these assessments where appropriate to supplement our own work and inform our judgements about the Council's arrangements. More detailed commentary where appropriate is incorporated in other parts of this letter.
The audit of the accounts and value for money
37 As your appointed auditor, I have reported separately to the Governance Committee on the issues arising from our 2006/07 audit and have issued:

· my audit report, providing an unqualified opinion on your accounts and a conclusion on your vfm arrangements to say that these arrangements are adequate on the 28 September 2007; and
· my report on the Best Value Performance Plan confirming that the Plan has been audited.

Use of Resources
38 The findings of the auditor are an important component of the CPA framework described above. In particular the Use of Resources score is derived from the assessments made by the auditor in the following areas.

· Financial reporting (including the preparation of the accounts of the Council and the way these are presented to the public).

· Financial management (including how the financial management is integrated with strategy to support council priorities).

· Financial standing (including the strength of the Council's financial position).

· Internal control (including how effectively the Council maintains proper stewardship and control of its finances).

· Value for money (including an assessment of how well the Council balances the costs and quality of its services).

39 For the purposes of the CPA we have assessed the Council’s arrangements for use of resources in these five areas as follows.

	Element
	Assessment

	Financial reporting

Financial management

Financial standing

Internal control

Value for money
	3 out of 4
3 out of 4
3 out of 4
3 out of 4
3 out of 4

	Overall assessment of the Audit Commission
	3 out of 4


(Note: 1 = lowest, 4 = highest)

40 The assessments above reflect a number of improvements following the same assessment last year. The key issues arising from the audit, as reflected in the above judgements where appropriate, are set out below. These judgements were made in September 2007.

Financial reporting

41 The Council’s accounts were produced well within deadlines, were presented fairly and contained only a small number of non-trivial errors. The accounts were subject to robust member scrutiny and we issued an unqualified opinion. 

42 There has been some engagement with stakeholders with the aim of improving external accountability but this is at an early stage and outcomes are not yet in evidence. The Council has yet to consult with its stakeholders on whether or not it should, in future produce an annual report.
Financial management

43 The Council has made progress in most areas that we identified for improvement in 2006 and we are pleased to report that we found these in the main to be embedded and operating effectively. The Council has a medium-term financial strategy in place, linked to soundly based budgets and capital programme, which are designed to deliver its strategic priorities. Performance is actively managed against budgets and the Council’s asset management arrangements are satisfactory. 
Financial standing

44 The Council consistently maintains its spending within its overall budget and without significant unexpected overspends or under-spends. It has taken effective action during the year to manage the budgetary pressures associated with adult services without adverse impact on the Council's overall financial position or on balances.
Internal control

45 The Council’s risk management process was reviewed during the year and a revised three year risk management strategy has now been adopted by the Council. Risk management training has been provided to relevant staff and comprehensive guidance is available on the Council intranet. 

46 Systems of internal control are generally sound. In exercising our audit judgement this year we were required to take a view on whether there were any issues arising from the Council's internal investigation into the contact centre contract which was suggestive of a systemic weakness in the Council's arrangements for the tendering and award of contracts. Our view is that this is not the case and that the Council has sound arrangements for the management of its contracts.

47 The Council supports probity and propriety in the conduct of its business, but could do more to disseminate this message across the organisation to reinforce standards of conduct and behaviour. We have suggested that the Council should:

· be more proactive in ensuring staff have clearly acknowledged and accepted their responsibility to prevent and detect fraud and corruption; and
· consider the use of publicity of proven fraud/corruption cases as a preventative measure and make better use of statistics on the incidence of fraud and corruption to target Council resources.
Value for money 

48 The Council performs well in delivering value for money. The costs for the majority of key services demonstrate value for money when compared to other councils. Council tax levels and expenditure consistently compare well as do the costs for most services where the Council continues to achieve good performance and areas of higher spending are generally in line with stated priorities and investment results in improved services in most areas. 

49 Capital and other projects reflect clear policy decisions and have appropriate focus on value for money, for example the Council’s refurbishment of Ashburton Court and the establishment of its new contact centre Hantsdirect. 
50 The Council’s management of value for money has demonstrated improvement. There is clear focus and ownership of the value for money and efficiency agenda and clear information on costs, on the quality of services and how these compare to others. Processes for reviewing and improving value for money are in place and have led to VFM improvements. The Council’s response to last years overspend in Adult Services has been rigorous and with a clear value for money focus. 

51 The Council has made positive progress against our 2006 recommendations to improve the way it monitors and reviews value for money. This is still work in progress and still needs to become embedded across all areas. However, the Council’s corporate business planning has improved and value for money summaries are now part of the twice yearly corporate performance results reporting. VFM management is integral to the new Corporate Business Plan and a corporate performance and efficiency group is bringing together the monitoring and management arrangements for cost and performance. Financial mapping, benchmarking and review processes are being taken forward and VFM indicators established in key, although not all, areas. 

52 The Council has continued to improve its value for money and has consistently delivered savings and efficiency gains in excess of targets. The Council uses best procurement practice, knows where the greatest benefits can be gained and acts on these effectively. Significant benefits have been gained by the Council from its effective procurement and external funding is sought where appropriate, mainly through developer’s contributions, to support local priorities. Internal reviews are carried out and these lead to improved value for money.
Value for money conclusion

53 Alongside the Use of Resources judgement, I am also required by the Code of Audit Practice, to give an opinion on the Council's arrangements in respect of value for money against 12 criteria specified by the Audit Commission. My conclusion was that all criteria were met in the year. 

Data quality

54 The Council has effective arrangements at a senior level to secure the quality of data used to manage and report on performance. It has appropriate arrangements for the governance, monitoring and review of data quality and responsibility for data quality is clearly defined in the Council. The data quality framework is integral to the Council’s performance management system and this helps assure the quality of data. 
55 Councillors play an active and effective role in performance management. The Council has appropriate resources (people and skills) in place to achieve quality data. Appropriate controls and business continuity plans are in place to ensure that the Council's information systems are secure. The Council has effective arrangements for the use of data and reporting of performance management and service improvement. 
56 Although the Council's processes for data quality are supported by appropriate operational procedures and guidance, these are not formalised in an over-arching publicised corporate data quality policy, which we believe would help achieve a greater consistency in data quality standards across the organisation. 
Accounts
57 We reviewed the Council's accounts in order to provide an opinion and as part of this work we also reviewed the significant systems and controls. Our overall conclusion was that the Council had met the statutory deadline for its financial statements and there had been a further improvement in the quality and timeliness of the working papers and the responsive of officers to audit queries. An unqualified opinion was issued on the accounts.
58 The key issues arising from our work on governance and the accounts have been reported previously to officers and members and action agreed. There are no significant issues that require repetition in this letter.
59 During the year I also supervised an investigation into arrangements for the use of IT consultants in connection with the Contact Centre programme carried out by the Council's monitoring officer and chief internal auditor.
Contact Centre contract

60 Allegations of irregularities in the engagement of IT consultants in connection with the Contact Centre programme were drawn to my attention during the year by a local elector. I agreed with the Council that the matter would be subject to an internal investigation and formal reporting to members and that I would oversee the process and would decide, on the basis of the outcome whether any formal audit action was required on my part. 

61 The investigation has now been completed and the findings together with recommendations were reported to and considered by Cabinet in September 2007. 
62 The detailed report concluded that the Council had not followed its own procurement processes and a number of recommendations were agreed including consideration of disciplinary action. 
63 In my view the Council dealt with the matter rigorously and openly and I am satisfied from the investigation and previous work that there is no evidence of wider concerns in the Council's procurement processes or systemic weaknesses.
64 Since the report was presented to Cabinet, officers have acted to implement a number of recommendations arising from the investigation designed to improve arrangements and appropriate steps have now also been taken to regularise the contracting arrangements in relation to phase II of the contract. 
65 On the basis of the Council's action and the public reporting, I concluded that there was no formal action that I needed to take and was able to close the matter.
Looking ahead

66 The public service inspectorates are currently developing a new performance assessment framework, the Comprehensive Area Assessment (CAA). CAA will provide the first holistic independent assessment of the prospects for local areas and the quality of life for people living there. It will put the experience of citizens, people who use services and local tax payers at the centre of the new local assessment framework, with a particular focus on the needs of those whose circumstances make them vulnerable. It will recognise the importance of effective local partnership working, the enhanced role of Sustainable Communities Strategies and Local Area Agreements and the importance of councils in leading and shaping the communities they serve.

67 It is proposed that CAA will result in reduced levels of inspection and better coordination of inspection activity. The key components of CAA will be a joint inspectorate annual area risk assessment and reporting performance on the new national indicator set, together with a joint inspectorate annual direction of travel assessment and an annual use of resources assessment. The auditors’ use of resources judgements will therefore continue, but their scope will be widened to cover issues such as commissioning and the sustainable use of resources.

68 The first results of our work on CAA will be published in the autumn of 2009. This will include the performance data from 2008/09, the first year of the new Local Area Agreements.
Closing remarks

69 This letter has been discussed and agreed with the Chief Executive and County Treasurer. A copy of the letter will be presented at the Cabinet on 25 February 2008. Copies need to be provided all Council members.

70 Further detailed findings, conclusions and recommendations on the areas covered by audit and inspection work are included in the reports issued to the Council during the year. 

Table 3 Reports issued

	Report
	Date of issue

	Audit and inspection plan
	March 2006

	Annual Governance Report
	September 2007

	Opinion on financial statements
	September 2007

	Value for money conclusion
	September 2007

	Data Quality report
	September 2007

	Final accounts memorandum 
	November 2007

	Use of resources report
	December 2007

	Corporate Assessment Report
	June 2007

	Annual audit and inspection letter
	January 2008


71 The Council has taken a positive and constructive approach to audit and inspection work, and I wish to thank the Council's staff for their support and cooperation during the audit.
Availability of this letter

72 This letter will be published on the Audit Commission’s website at 
www.audit-commission.gov.uk, and also on the Council’s website.

Stephen Taylor
Relationship Manager
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