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The Audit Commission is an independent body responsible for ensuring that public money is spent economically, efficiently and effectively, to achieve 
high-quality local services for the public. Our remit covers around 11,000 bodies in England, which between them spend more than £180 billion of public money each year. Our work covers local government, health, housing, community safety and fire and rescue services.

As an independent watchdog, we provide important information on the quality of public services. As a driving force for improvement in those services, we provide practical recommendations and spread best practice. As an independent auditor, we ensure that public services are good value for money and that public money is properly spent.

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 0845 056 0566.
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Our overall summary

1 This report provides an overall summary of the Audit Commission's assessment of the Council. It draws on the findings and conclusions from the audit of the Council and from any inspections that have been undertaken in the last year. The letter includes a review of how well the Council has managed its finances (the Use of Resources scores). This forms an important feed into the decision regarding the current Comprehensive Performance Assessment (CPA) which is being conducted this year. 

2 The report is addressed to the Council, in particular it has been written for councillors, but is available as a public document for stakeholders, including members of the community served by the Council.

3 The main messages for the Council included in this report are as follows.

· The Council is currently undergoing a corporate assessment. This will be reported separately. 

Action needed by the Council

4 The Council needs to be clearer about what it wants to achieve from its cultural services and to understand what local people want from those services.

5 The Council needs to ensure accounts are robustly prepared before submitting to audit.

How is Thanet District Council performing?

6 Thanet District Council was assessed as ‘weak’ in the Comprehensive Performance Assessment carried out in 2004. These assessments have been completed in all district councils and we are now starting to update these assessments, through an updated corporate assessment, in councils where there is evidence of change. The following chart is the latest position across all district councils.

Figure 1 Overall performance of district councils in CPA
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Source: Audit Commission

The improvement since last year - our Direction of Travel report

7 The Council is currently undergoing a corporate assessment. This will be reported separately. 

Service inspections

8 The Council was subject to a cultural services inspection in 2006. The cultural services provided by this Council were judged as fair with promising prospects for improvement. The service was delivering benefits for local people, helping to revitalise the local economy and improving the quality of life. The inspection also found that the Council needs to be clearer about what it wants to achieve from its cultural services and to understand what local people want from those services.

Financial management and value for money

ISA 260: Report to those charged with governance

9 Your appointed auditor has reported separately to Governance & Audit Committee on the issues arising from our 2005/06 audit and have provided:

· an unqualified opinion on your accounts;

· a conclusion on your vfm arrangements to say that these arrangements are adequate except for the need to improve arrangements in relation to risk management and to promote and ensure probity and propriety in the conducting of Council business; and 

· a report on the Best Value Performance Plan confirming that the Plan has been audited and is compliant with statutory requirements.

10 Our work on Use of Resources for 2006/07 is summarised below. In particular paragraph 19 sets out improvements made in relation to risk management since we issued our conclusion on the vfm arrangements.

Data Quality

11 Our review of the Council's arrangements for monitoring the quality of its published performance information, and reporting of results to members, was undertaken as a part of our 2006/07 work on data quality. Our final report included the following key findings:

· the importance of data quality should be clearly set out in corporate documents;

· develop a more formal review programme for data quality;

· continue to develop specific guidance and a simple framework to support priority PIs; and

· carry out an assessment of existing skills in data recording and collection to support organisational capacity to meet the corporate drive for increased reliance on robust performance information.

Use of Resources

12 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).

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

Table 1 Use of Resources scores

	Element
	Assessment

	Financial reporting

Financial management

Financial standing

Internal control

Value for money
	2 out of 4

2 out of 4

2 out of 4

2 out of 4

2 out of 4

	Overall assessment of the Audit Commission
	2 out of 4


(Note: 1 = lowest, 4 = highest)

14 The key issues arising from the audit, as reflected in the above judgements where appropriate, are as follows.

Financial reporting

15 The Council's arrangements to produce annual accounts in accordance with relevant standards and timetables, supported by comprehensive working papers, were not as robust for 2005/06 as they were in 2004/05. We recognise that the finance team lost two key staff during our audit of annual accounts, but this should not have impacted on the quality of the accounts produced. Unfortunately the accounts submitted for audit contained material error, resulting in a lower score than should have been achieved. In addition we noted that the scrutiny of the accounts by members for 2005/06 was not as robust as in previous years. In relation to external accountability, the Council needs to complete focused consultation with key stakeholders in relation to the production of an annual report (or similar) and summary financial information.

Financial management

16 A key requirement of the Key Lines of Enquiry (KLOE) used to assess financial management is that the Council has an embedded Medium Term Financial Plan/ Strategy. In our 2005 assessment it was recognised that the arrangements in place at Thanet were good but not embedded. It is therefore disappointing that the Council has not maintained the progress made, in particular in being unable to demonstrate that the Medium Term Financial Plan/Strategy is embedded in the budget setting cycle, and facilitates the integration of business and financial planning.

17 The Council has not taken the opportunity to update its Asset Management Plan during 2006/07, even though it admitted in last years assessment that this was required as the existing AMP was put of date. The Council also struggled to provide convincing evidence that it's FAR is kept up to date throughout the year. While neither of these aspects impacted on the score for the current assessment, these weaknesses must be addressed during 2007 to satisfy the requirements of future assessments.

Financial standing

18 Overall the Council's arrangements for managing its spending within the available resources remain unchanged from our 2005 assessment. To improve in this area the Council will have to show that it consistently maintains spending within the overall budget and without significant unexpected overspends or under-spends. 

Internal control

19 The Council's arrangements in respect of internal control have improved since our last assessment. In particular risk management arrangements and the arrangements in respect of whistle blowing now meet all of the minimum standards of the KLOE. Risk Management now needs to be fully embedded within the Council's process and extended to specifically consider risks in relation to significant partnerships. Further work remains to strengthen the existing 
anti-fraud culture within the Council. 

Value for money

20 The council understands costs and quality of service and is taking steps to strive for upper quartile performance for all services. The Service Development Board ensures that developments have a robust business case, linked to corporate priorities, before they are approved. The council is developing its use whole life costing when making major investments, with the bringing back in-house waste contract as a recent example. The management of the capital programme has recently been helped by the use of the CEDAR tracking system. 

21 The council uses benchmarking and reports performance against priorities on a regular basis. It has exceeded Gershon targets and built in headroom for future years. The council actively uses information to review and challenge value for money throughout services and corporately. Dealing with equalities is a growing strength as equalities impact assessments have occurred in all service areas. All work arising from the impact assessments is captured in the Corporate Equalities Plan and through all seven service plans. There is a strong corporate VFM culture in place, with VFM being understood as everyone's responsibility. Innovative approaches for improving cost-effectiveness are used where appropriate and have achieved significant improvements in value for money. 

Conclusion

22 This letter has been discussed and agreed with the Leader and senior officers. A copy of the letter will be presented at the Governance and Audit committee in June 2007.

23 The Council has taken a positive and constructive approach to our audit and inspection. I would like to take this opportunity to express my appreciation for the council’s assistance and co-operation. 

Availability of this letter

24 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 Mead
Relationship Manager

March 2007
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