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ITEM NUMBER: 12
	MEETING:
	Board


	DATE:
	7 May 2008


	TITLE OF REPORT:
	KPMG follow up Review of Governance Arrangements


	ACTION REQUIRED:
	Discussion



	FINAL DECISION TAKING BODY:
	Board


	CLASSIFICATION:
	Public


	RECOMMENDATION(S):
	To note the KPMG report which identifies its findings from a follow up review of financial management, performance management and governance arrangements initially examined by the Council’s support team.

To note the actions already being taken in areas where recommendations have been made by KPMG.



	REPORT OF:

Contact details:
	Name: Colin Earl

Job Title: Interim Chief Executive

Tel: 01709 33 4375

Email address: colin-2010.earl@rotherham.gov.uk


	EXECUTIVE SUMMARY:
	The report provides Board Directors with an independent review of progress made in areas reviewed by the Council’s support team during 2007.

Overall the report concludes “2010 has made significant progress in the time since the Support Team was put in place in the summer of 2007.  There have been clear improvements in governance arrangements, financial management and some aspects of value for money”.
KPMG has highlighted some areas where 2010 is currently implementing improved arrangements and others where more work should be done in the future.


	IMPLICATIONS:
	

	CONSULTATION:
	The KPMG report identifies the number of people involved in the review.


	FINANCE AND VFM:
	There are no direct cost implications of this report.

 

	RISK:
	The report identifies progress made by 2010. The progress helps to mitigate risks relating to some of 2010’s key priorities including the Audit Commission inspection, financial management and securing new business opportunities.


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


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


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


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



	Background
When producing its final report to the Board in November 2007, the RMBC Support Team recommended that an independent review of progress by carried out by KPMG in February 2008. This recommendation was agreed by the Board.
KPMG carried out its review of progress in March and April 2008 and has produced the report attached at Appendix 1 covering its findings and conclusions from the work done.

The report is broken down into the following sections:

-   Decision making (governance)

-   Value for Money, including performance management, and

-   Financial Management.

Key findings
Decision Making

This part of the report re-states some of the issues preventing effective and efficient progress during mid-2007, including the lack of clarity in decision making between the Council and 2010. Importantly, however, it states that “Relationships between operational workers at the sharp end of service delivery have remained good throughout”.
The report also highlighted the need recognised within 2010 for stronger reporting to the Board, including focus on strategic issues, and the desire amongst some board directors to be better equipped and supported to perform their roles effectively.
The reports confirms that a considerable amount of progress has been made including the provision of training, more focused reporting and increased confidence amongst Board directors. It also states that relationships and working between the Council and 2010 have improved substantially.
KPMG stated that performance management arrangements are improving and KPMG helped our business planning process by facilitating an executive management team meeting on the topic. KPMG also suggested that we could use some of our internal resources funded through SLA savings (for examples in finance

and performance management) to develop managers’ core skills as part of an organisation development programme. 

On page 6 of the report KPMG suggests considering the possibility of paying non-executive directors. Directors should note that the Audit & Governance Committee agreed at its meeting on 24 April 2008 that this matter should be considered. Research is currently being carried out into arrangements elsewhere, following which a report will be presented to Directors identifying various options for their consideration.
Value For Money
The report recognises the significant progress made in developing the In House Service Provider (IHSP), in achieving efficiency gains and in improving the VFM received from Service Level Agreements (SLAs).
It does, however, confirm the need to ensure a more systematic approach is applied to delivering VFM across the organisation, to regularly monitor the performance of services received through SLAs and to make progress in market testing the IHSP. Further progress has been made in all these areas since KPMG’s review:
· We have a VFM strategy and refreshed approach which is being rolled out across the company

· A robust process has been established to monitor SLA performance quarterly and to report this to the Board

· A comprehensive market testing options appraisal will be presented to Board directors in May. 

Financial Management

The report acknowledges historical weaknesses in financial management arrangements which are being addressed through strengthened systems and skills development of managers. 
Overall conclusions:
KPMG states, on page 14 of the report:
“In our view 2010 has made significant progress in the time since the Support Team was put in place in the summer of 2007.  There have been clear improvements in governance arrangements, financial management and some aspects of value for money”.

This is a positive conclusion and reflects good progress made since 2007 in strengthening governance arrangements. We will continue to monitor good practice developments and introduce them where relevant to 2010.
KPMG scheduled on page 14 of the report the key areas where KPMG regarded developments were needed. We are able to show that we are already addressing the key items listed, as follows:

KPMG recommendation

2010 Action

Continue to develop 2010’s corporate strategy 
Our 5 year business plan sets out key strategic priorities and our 1 year plan shows progress required in the year against the strategic priorities as well as the annual targets. 

Have an agreed organisation development strategy

The business plan includes the production and implementation of an organisation development plan as a priority.

Continue to improve and track Value For Money throughout the Company

Our VFM strategy identifies our approach, including monitoring, to the VFM efficiency agenda and our annual report to the Board shows efficiency gains achieved in 2007/08.
Continue to develop the Board and focus on strategic matters
Application of the approved scheme of delegation will ensure more detailed reviews of financial and operational performance will be carried out by committees, leaving the Board to concentrate on strategic issues. 

Quarterly reporting of progress against strategic objectives in the business plan will enhance the Board’s strategic focus. 
Action Required:
The Board is asked;

· To note the KPMG report which identifies its findings from a follow up review of financial management, performance management and governance arrangements initially examined by the Council’s support team.

· To note the actions already being taken in areas where recommendations have been made by KPMG.

Appendices/supporting information

Appendix 1: KPMG independent review.
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