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The Audit Commission is an independent watchdog,
driving economy, efficiency and effectiveness in local

public services to deliver better outcomes for eve

for logal people:
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Value for money conclusion
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Key messages

This report summarises my findings from the 2009/10
audit. My audit comprises two elements:
» the audit of your financial statements (pages 5 to 8);

and
* my assessment of your arrangements to achjié

value for money in your use of resources_(pages S
to 14).
| have included only significant reco
this report. The Council has accepted
recommendations.

2 The financial statem

Pension Fund

4 My audit opinion dwrthe financial statements included an unqualified
opinion on the Pension Fund's financial statements. The statements
presented for audit contained no material errors.

5 | experienced problems auditing investments because of incomplete
supporting working papers and audit trails that were difficult to follow in
some areas. This resulted in an additional audit fee being charged.

Value for money

6 lissued an unqualified value for money conclusion on 30 September
2010 stating the Council had proper arrangements in place to secure
economy, efficiency and effectiveness in the use of resources.
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7 | reviewed the Council's arrangements and responsibilities in respect of
Copland Community School, following allegations of financial
mismanagement and undue patronage thought to be occurring at the
School. | reported my findings to management and the Council's Audit
Committee in September 2010. In my report | make recommendations to
improve the Council's risk management, internal control and performance
management of foundation schools.

Audit fees

8 | raised additional fees of £15,000 and £3,000 on the Council's main
and pension fund audit of financial statements respectively, as detailed iv
paragraphs 3 and 5 above and at Appendix 1.

9 | have also charged a total fee of £35,500 for my investigatior
Council's arrangements and responsibilities in respect of Copld
Community School.

Current and future challenges

borough's schools.
the need for improve
places.

énts to school buildings and the need for more school

13 All councils will be required to implement International Financial
Reporting Standards (IFRS) in 2010/11. Although the Council has made
good progress in some key areas in planning for this change, focus on this
area needs to be maintained to ensure implementation is completed within
appropriate timescales.
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Financial statements and annual governance
statement

The Council's financial statements and annual
governance statement are an important means by
which the Council accounts for its stewardship of

public funds.
| gave an unqualified opinion on the Council'
financial statements on 30 September 20
statutory target date.

Overall conclusion from the audit

14 | issued an unqualified opinion on the il's fi ements on
30 September 2010.

15 | reported the following key issues in my A port
which | presented to members ¢
2010:
|

Fund Statement;
[ itiative (PFI) did not
|
|
16 2009/10 was the first year changes were introduced in respect of

accounting for PFI arrarigements, a new reporting standard for Service
Concession Arrangements. Overall, the Council met the reporting
requirements, prepared good working papers and obtained expert advice
where appropriate.

17 | experienced problems completing my work in the Housing, Adult and
Social Care and Children and Families departments. In these areas the
Council was slow providing supporting documentation and responding to
audit queries. This meant | spent more time than planned completing my
audit work which resulted in an additional audit fee of £15,000 being
charged.
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Overall conclusion from the pension fund audit

18 My audit opinion on the financial statements included an unqualified
opinion on the Pension Fund's financial statements. The statements
presented for audit contained no material errors.

19 | reported the following key issues in my Annual Governance Report
which | presented to members of the Audit Committee on 29 September
2010:

m the financial statements presented for audit did not include all the
disclosures required by the Pension Fund Statement of Recommended
Practice (PF SORP). These largely related to detailed disclosures
required for investments held at year end; and

m not all investment values included in the financial statements ag
year-end custodian and fund manager reports. The adjusted

20 | experienced problems auditing investments because complete
working papers and audit trails that were difficult to foll¢ some areas.

Communities and Local Government (CLG)
due to number of reporting chan

& late completion of

ants identified by the
audit.

fromm my Annual Governance Reports

indings from Annual Governance Reports

Detail Council audit Pension Fund

audit

Financial statements

Unqualified audit opinion Yes Yes
Financial statements free from No Yes
material error or mis-

statements

Adequate internal control Yes Yes

environment

Adequate arrangements for Yes Yes
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Detail Council audit Pension Fund

audit

securing value for money

Whole of Government

Accounts

Certified consolidation pack by No n/a

deadline

Consolidation pack free from No n/a

material mis-statements AN

Source: Annual Governance Reports: September 2009/10

Recommendation

23 | did not identify any significant weakne
arrangements.

| explained that |
pleted my consideration

London Authorities Mutual Limited (LAML)

26 The Council and some other London Boroughs established a mutual
insurance company, London Authorities Mutual Limited (LAML) to provide
insurance to all the participating authorities, in order to achieve cost savings
and improve risk management. The Council's investment in LAML
amounted to £261,000. It also provided a guarantee of £609,000.

27 The Council initially anticipated there would be a gap between LAML
being ready to provide insurance and the Council's previous insurance
arrangements ending. The Council therefore initiated a tender exercise for
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insurance cover. Risk Management Partners Limited (RMPL) tendered for
the contract but Brent abandoned the procurement exercise and instead
awarded the contract directly to LAML.

28 RMPL initiated legal proceedings against the Council contending that
the decision to set up and participate in LAML was not within the Council's
legal powers. The High Court and subsequently the Court of Appeal
decided against the Council. | am satisfied that the Council sought and
considered legal advice before entering into its investment in LAML, and
has taken appropriate action in light of the Court's decision. LAML has now
being liquidated and the Council is recovering the sums paid to the
company. Overall, | am satisfied that there has been no material loss tg
Council.

Copland Community School

agement and
nanity School.

29 In April 2009 | received allegations of financial misma
undue patronage thought to be occurring at Copland Co

weaknesses in the Council’s arrangements
commended that the Council should

Recommendation

R2 Strengthen risk management, internal control and performance
management arrangements in respect of foundation schools.
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Value for money

| considered whether the Council is managing and
using its money, time and people to deliver value for
money.

| assessed your performance against the criteria
specified by the Audit Commission and have re
the outcome as the value for money (VFM) co

2009/10 use of resources assessments

resources assessments.

34 However, | am still required by the Cod
value for money conclusion. | have-therefore

ings of Ehaguiry (KLOE) are the relevant criteria for the
ach type of audited body.

year, which Ke
VFM conclusion a

37 This is a summary of my findings.
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Table 2: VFM assessment

Criteria Adequate

arrangements?

Managing finances

Planning for financial health Yes

Understanding costs and achieving Yes

efficiencies

Financial reporting Yes />
Governing the business /
Commissioning and procurement Yes /

Use of information Yes

Risk management and internal control Yes

Managing resources < < />
Natural resources Not%s\e\sseé' 2009/10

Strategic asset management Yes

i~ .
Workforce \V Yes \

41 The Council contindesAo successfully manage its finances to deliver
value for money for residents.

42 The Council has an integrated financial, service and corporate planning
process covering the medium to long term. Stakeholders are consulted on
financial planning issues, for example a consultation exercise is undertaken
on the annual budget.

43 In 2009/10 the Council managed its budget, controlled overspending
and maintained balances in line with the medium term financial strategy.
The Council has a good understanding of its costs. Benchmarking has
been used to identify high cost areas and to help target where efficiencies
can be made.
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44 The Council’s financial monitoring and reporting is relevant, timely and
supports strategic decision making. The Council’s accounts generally
comply with statutory requirements and reports are published in line with
statutory requirements. The Council could improve arrangements supporting
the preparation of its accounts to ensure there is a consistent high standard
across the Council.

Governing the business

45 OQverall, the Council has adequate arrangements to govern the business
and deliver better outcomes for residents.

consistent across the Council.

47 The Council has played a key role in the North West
improve services and deliver savings. Through the cup
of the participating councils better contracts for dory
residential care, have been negotiated.

neny practice across the Council.

R4 Embed good risk mapagement arrangements across the Council.

Managing resources

51 The Council continues to manage its resources to deliver better value
for money for residents.

52 This year | reviewed the Council's arrangements to manage its
workforce for the first time. The Council is developing its workforce
effectively to support the achievement of strategic priorities. Recruitment
and retention activities have been successful in priority areas. Recruitment
has been modernised through, for example, the introduction of an e-
recruitment system.
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53 The Council's workforce is representative of its local population in
relation to gender and race. The 2009 staff survey found 71% of
respondents believe Brent is an equal opportunity employer and treat staff
with fairness and respect. The Council are developing opportunities for
flexible working arrangements.

54 The Council is developing a corporate approach to managing its assets.
Since last year, arrangements have been made to ensure all departments
buy-in corporate facilities management contracts. Council assets continue
to be used well to deliver improved outcomes for the local community.
Opportunities are explored to share asset use with partners such as the
police and the local Primary Care Trust. Investment in backlog
maintenance has reduced the backlog to an insignificant level.

Risk-based performance reviews

55 To support my review of the criteria | undertook the folld

m  'One Council' transformation, improvement and effig
review;

m health inequalities review;

m performance management follow up review; and

m  human resources follow up review.

ng studies:
strategy

reductions and savirgs by'two years, increasing the risk of success in a
shorter timescale. A key challenge will be ensuring the Council has
sufficient capacity to deliver the programme whilst continuing to deliver a
high standard of services and dealing with further finance pressures from
the recent Comprehensive Spending Review.

59 The programme is challenging, however the Council has made good
progress in establishing strong programme management arrangements. |
will review progress again later in the year.
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Health inequalities review

60 In 2008/09 | conducted a review of the Council and Primary Care Trust's

(PCT) arrangements to tackle health inequalities in Brent. | identified some

key strengths arrangements and some areas where the achievement of

objectives were at risk. My follow up review in 2009/10 assessed how

stakeholders were addressing the risks and assessed the arrangements to

deliver the health inequalities programme. My overall conclusion is that the

Council and PCT are working well together to tackle health inequalities, but

significant challenges remain. The key findings were:

m there is a clear strategic commitment from the Council and the PCT to
tackle health inequalities;

m the main partnerships have been identified but partnerships with
interested bodies are limited e.g. voluntary sector;

m the existing front line workforce can be used more effective
health inequalities by;

recommendations, gpecific actions taken to improve systems and
processes. Further improvements can be made by making partnership
information available on-line.

Human resources follow up review

64 | followed up progress since my 2007/08 review which identified further
recommendations to improve arrangements.

65 Human resources (HR) has improved since 2008. It is now at the centre
of the Council's business transformation plans. HR is proactive at giving
early warning of potential workforce problems and suggesting solutions.
Councillors and Corporate Management Team (CMT) now receive good
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performance information on HR and use this to take decisions. Comparative
information on key areas such as sickness absence and employee turnover
are regularly reviewed by chief officers. The Council plans to do more useful
benchmarking.

66 Overall, HR is now better placed to help deliver the Council's
transformation programme.

Approach to local value for money work from 2010/11

67 Given the scale of pressures facing public bodies in the current

economic climate, the Audit Commission has been reviewing its work
programme for 2010/11 onwards. This review has included discussion
key stakeholders of possible options for a new approach to local vaju
money (VFM) audit work. The Commission aims to introduce a
targeted and better value approach to our local VFM audit wo

specified by the Commission, concentrating on:
m securing financial resilience; and
m prioritising resources within tighter budgets.

audit letter.
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Current and future challenges

Financial health

70 The economic downturn and cuts to public spending, including those
announced in the Government's Comprehensive Spending Review in

October 2010, continue to create challenges for local government bodies.
As at 31 August 2010, the Council was projecting a general fund overspéngd

case scenario of £63 million cumulative shortfall ove
2013/14, assuming:

m a 2.5% annual reduction in formula grg
m noincrease in Council Tax; and
m savings of £6.7 million a year.

tiny committee in July
e government's funding
der further areas for

management. My initjal review of the programme found good progress had
been made in establishing robust arrangements and obtaining the expertise
needed to identify and drive through change. The challenge now is for the
Council to deliver the programme in a shorter than planned timescale whilst
maintaining the capacity to deliver good quality services.

International Financial Reporting Standard

75 Local authorities will prepare their Statements of Accounts under the
new International Financial Reporting Standard (IFRS) based Code of
Practice on Local Authority Accounting from 2010/11. The move to IFRS
does not mean wholesale change, but where changes do occur a significant
amount of work is needed to assess the impact on the accounts. Much of
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that work needs doing now as the 2009/10 accounts will need to be restated
to provide the prior year balances in the 2010/11 accounts.

76 | have reviewed progress made by the Council and assessed progress
as amber (green - low risk, red - high risk). The Council has assigned
officers to the IFRS implementation project, presented progress to the Audit
Committee, obtained external advice and made progress in some key areas
e.g. leasing. The Council will need to ensure it completes work in
accordance with its project plan, enabling early audit review, and ensure
implications of International Accounting Standard 16: Property, Plant and
Equipment (IAS16) are fully addressed e.g. component accounting.

77 My team will work with the Council's finance team to discuss early
accounting views, where required, and share good practice from ot
councils.

The abolition of the Audit Commission

78 On 13 August 2010 the Secretary of State for Cory ities and Local
Government announced the proposed abolition of tHe Audit Comriissi
The proposed abolition will be from 2012/13 at the eatliest and'is stbject to
the passage of legislation.

Local Government and Community Safety
to confirm there is no immediate

details that will need to be works h—Lhe Department is keen that the
Audit Commission'sin.housa pradtice will continue in the future and is
looking at how tand along oxganisation could be formed. | will keep

Education

81 In July 2010, the Secretary of State for Education announced the end of
the Building Schools for the Future investment programme. In Brent, this
affected three schools that had been earmarked for investment. This
remains a key risk area for the Council who need to redevelop or build
schools in order to meet the demand for places within the Borough.

Civic Centre

82 The Council plans to bring together its services, which are spread
across 14 buildings in the borough, in a new civic centre near Wembley
Stadium. The plans were approved by the Council's Planning committee on
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16 March 2010. Skanska have been recently named as the selected
contractor to build the new civic centre. Construction is planned to
commence in November 2010. The civic centre, the centrepiece of the
regeneration of Wembley, will bring together council departments from the

Town Hall, Brent House, Chesterfield House, and Mahatma Ghandi House.

It will include a 1,000 capacity community hall, a library, two cafes, a
shopping area, and council offices and committee rooms. The successful
delivery of this plan is essential to the medium term plans of the Council.
The civic centre is planned to be ready for occupation in June 2013.
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Closing remarks

83 | have discussed and agreed this letter with the Chief Executive and the
Director of Finance. | will present this letter at the Audit Committee on16
December 2010 and will provide copies to all committee members.

84 Full detailed findings, conclusions and recommendations in the argé
covered by my audit were included in the reports | issued to the Cou
during the year.

Audit Fee Letter April 2009 >

Audit Opinion Plan February 2010

Annual Governance Report Septembgf?@:lo\

Opinion on financial Septembe\\ZEDS s

statements

Value for Money Sep ber 2 10\/
Conclusion

Opinion on Whole of, Octgbey 2010 \>
Government Account

Human reso W up January 2010
review

Perf{{ €e managem \ Mareh 2010

follow

Improvement and efficienc August 2010
strategy revie

Health mequalltles September 2010

85 The Council has taken a positive and helpful approach to our audit. |
wish to thank the Council's staff for their support and co-operation during
the audit.

Andrea White
District Auditor

November 2010
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Appendix 1 — Audit fees

Council Audit Actual jProposed j Variance
Financial statements and annual 362,000 347,000 15,000
governance statement

Value for money 123,000 123,000

Total audit fees 485,000 470,000 < //5,000
Foundation school arrangements 12,500 O 12,500
review

Certification of grant claims tbc ' \§5,§QO 4 )

Pension Fund Audit Proposed

(Note 2)

tbc = to bec¢onfirmed
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Appendix 2 — Glossary

Annual governance statement

Governance is about how local government bodies ensure that they are
doing the right things, in the right way, for the right people, in a timely,
inclusive, open, honest and accountable manner.

It comprises the systems and processes, cultures and values, by which
government bodies are directed and controlled and through which tr
account to, engage with and where appropriate, lead their comm

The annual governance statement is a public report by the Zouncil on the
extent to which it complies with its own local governance€ode€, including

how it has monitored the effectiveness of its governap€e arrangements in
the year, and on any planned changes in the comirg

Audit opinion

On completion of the audit of the accoun
on the financial statements, including:
||

The auditor has\some resgrvations or concerns.

Unqualified

The auditor does not have any reservations.

Value for money conclusion

The auditor’s conclusion on whether the audited body has put in place
proper arrangements for securing economy, efficiency and effectiveness in
its use of money, people and time.
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