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ITEM NUMBER: 8
	MEETING:
	Board


	DATE:
	1 October 2008


	TITLE OF REPORT:
	Good Financial Management 


	ACTION REQUIRED:
	Discussion


	FINAL DECISION TAKING BODY:
	Board


	CLASSIFICATION:
	Public


	RECOMMENDATION(S):
	The Board is asked to note the status of:

· the actions required to address the  recommendations of  KPMG and Grant Thornton

· the current position of the business compared with best practice in financial management

· the key areas requiring action to be taken as a matter of urgency

· the further actions required by the company in the journey to towards best practice 



	REPORT OF:

Contact details:
	Name: Gary Ironmonger 
Job Title: Assistant Director of Business Development - Finance
Tel: 01709 33 2206
Email address: gary.ironmonger@2010rotherham.org


	EXECUTIVE SUMMARY:
	At the 2 July 2008 Board Meeting a report was presented on Good Financial Management. This report:

A    Identified the features of strong financial management, where 2010 is in regard to the relevant standards and its plans for strengthening its arrangements;
B    Highlighted the key priorities and actions that the Company needs to action as a matter of priority; and 
C    Provided a response to recommendations included in the KPMG and Grant Thornton reports.
D    Updated the Board on plans to recover the In House Service Provider deficit. 

This report provides an update on the recommendations and actions identified in that report.


	IMPLICATIONS:
	

	CONSULTATION:
	None


	FINANCE AND VFM:
	Financial implications arising from implementing recommendations in response to the various reviews completed will be identified as part of the response those recommendations.

 

	RISK:
	The risks associated with this paper are covered within the body of the document.  


	LEGAL:
	There are no direct legal implications resulting from this recommendation.



	PERSONNEL:
	There are no direct personnel implications resulting from this recommendation.


	ENVIRONMENTAL:
	There are no direct environmental implications resulting from this recommendation.


	EQUALITIES/DIVERSITY:
	There are no direct equalities and diversity implications resulting from this recommendation.


	Introduction

At the 2 July 2008 Board Meeting a report was presented on Good Financial Management which summarised the current state of financial management within 2010 and proposals for strengthening it going forward. This report provides an update on the status of developments identified within that report.
A   Features of strong financial management and 2010’s position. 

Appendix 3 of this report sets out the standards of financial management that can be, and have been, achieved in some leading organisations around the world, (column 1 in Appendix 3), our assessment of the state of affairs within the company at the end of June 2008 (column 3), the development needs of 2010 Rotherham Limited (column 4) and the current status of these (Column 5) in the journey to achieving excellent standards of financial management. This remains work in progress and will be added to as our plans for improving arrangements develop. Columns 1 to 4 of Appendix 3 remain as reported at the 2 July 2008 Board meeting.

The standards fall into the following five categories.

1. Financial governance and leadership 
2. Financial Planning

3. Finance for decision making

4. Financial monitoring and forecasting

5. Financial Forecasting

In April 2008 there were two reports on financial management standards at 2010, especially relating to IHSP, by two separate firms of accountants; KPMG and Grant Thornton. Their recommendations are captured in Appendices 1 and 2, along with management’s proposed actions and the current status of these. Columns 1 to 6 of Appendices 2 and 3 are as reported previously at the 2 July 2008 Board meeting.
Recommendations specific to financial management are set out in Column 2 of Appendix 3 and progress against these is covered in Columns 3 to 5.
‘Strengthen Financial Management’ is one of the 11 Strategic Priorities (SP7) for delivery in 2008-09.  A Project Initiation Document (PID) has been produced and this captures the key items for delivery in the next 12 months and the resources required for delivering these. This is to be discussed at the Resources and Asset Management meeting on 24 September 2008.

B    Key priorities and actions that the Company needs to action as a matter of priority.

In their reports, KPMG and Grant Thornton acknowledge that we have made considerable progress in the journey towards improved financial management. However, a number of key further developments are still required. Key actions that will affect the speed at which 2010 can continue to improve financial management are:

1. Address the In House Service Provider deficit

A Recovery Plan was presented at the 2 July Board meeting which identified savings of £681k above the budgeted IHSP surplus of £366k. This indicated that the business would need at least two years to recover the cumulative deficit of £1,521k. A refreshed Recovery Plan, presented to Resources and Asset Management Committee on 24 September and set out in Appendix 4, shows that the level of saving will be £584k. Also, the Budget is being refreshed to take account of changes in the rest of the business, in particular unexpected costs arising from the implementation of Hand Held Technology. The refreshed Budget will be presented to Resources and Asset Management on 29 October.
2. Agree and revise charge out rates

A number of meetings have been held with RMBC, the last of which was on 18 September, and agreement has been reached to use the 2007-08 National Schedules of Rates as a base. Further discussions are required to agree the uplift to the 2007-08 rates and the procedure for uplifting rates into the future. 
3. Ensuring there is adequate financial management leadership. 
This position remains unchanged. Currently, the Interim Chief Executive and the Consultant Finance Manager, who operates at Director level and reports direct to EMT and the Board, provide financial management direction. However, both have temporary positions which end on 30 September 2008 and the Board will need to ensure there is sufficient expertise in the future. 
4. Better integration of financial systems. This includes consideration of an independent financial ledger for 2010.

Positive developments were made last year in providing 2010 more autonomy to control its own financial systems and reporting. However, more can be done to provide 2010 with a fully stand alone ledger and 2010 will be able to fully manage all of its month and year end processes only when this is achieved. The Council has agreed to help 2010 to carry out more robust monthly checks on financial performance, to minimise the risk of unexpected year end changes occurring by providing reconciliations of key balance sheet accounts within agreed timescales, but 2010 will continue to press for complete independence. A paper setting out the case for an independent ledger will be presented at the 5 November Board Meeting. Most of the reconciliations for the period to 31 August 2008 were received in September.   

5. Engender greater financial awareness at all levels of the business.
All IHSP managers are receiving structured training from Professor Mike Richardson of Noteworthy Training Limited as part of the Institute of Learning training programme. This is to be extended to all other managers. The Finance team has continued to provide more training and support to make managers more comfortable dealing with financial issues. All managers will be made more clearly responsible for financial management in their areas through target setting and personal appraisals. 
6. IHSP Market testing

The Board has recommended Option 4 for consideration by Cabinet Member. A report will be presented to the Council in September, identifying the options considered and preferred approach.

Recommendations

The Board is asked to note the progress made:

· on actions required to address the  recommendations of  KPMG and Grant Thornton

· in the journey towards best practice in financial management
· in dealing with the key areas requiring urgent action

Appendices/supporting information

Appendix 1 – Action Plan: KPMG recommendations

Appendix 2 – Action Plan: Grant Thornton Recommendations

Appendix 3 – Features of Good Financial Management, 2010’s current position and further possible actions
Appendix 4 – Refreshed IHSP Recovery Plan
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