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Value formoney

Risk assessment processes
For 2023/24 our value for

money reporting Our responsibility is to assess whether there are any significant weaknesses in the Council’s arrangements to secure value
requirements have been for money. Our risk assessment will continue to consider whether there are any risks of significant weakness in the
designed to follow the arrangements that the Council has in place to achieve value for money.

guidance in the Audit In undertaking our risk assessment we will be required to obtain an understanding of the key processes the Council has in
Code of Practice. place to ensure this, including financial management, risk management and partnership working arrangements. We will
Our responsibility is to complete this through review of the Council’s documentation in these areas and performing inquiries of management as well
conclude on significant as reviewing reports, such as internal audit assessments.

weaknesses in value for .

money arrangements. Reporting

The main output is a Our approach to value for money reporting aligns to the NAO guidance and includes:

narrative on each of the * A summary of our commentary on the arrangements in place against each of the three value for money criteria, setting
three domains, out our view of the arrangements in place compared to industry standards;

summarising the work

s * A summary of any further work undertaken against identified significant risks and the findings from this work; and
performed, any significant

weaknesses and any * Recommendations raised as a result of any significant weaknesses identified and follow up of your previous
recommendations for auditor's recommendations.

improvement. The Council will be required to publish the commentary on its website at the same time as publishing its annual report
We have set out the key online.

methodology and reporting
requirements on this slide
and provided an overview
of the process and
reporting on the following
pages.

Improving economy, efficiency and

Governance :
effectiveness

Financial sustainability

How the body manages its resources to
ensure it can continue to deliver its
services.

How the body ensures that it makes
informed decisions and property manages
its risks.

How the body uses information about its costs
and performance to improve the way it
manages and delivers its services.
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Value for money

Approach we take to completing our work to form and report our conclusion:

Understanding the entity’s Evaluation of entity’s . .
arrangements —> value for money Value for money conclusion and reporting
arrangements
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Value for money assessment
Risk assessment to Audit & Governance Committee We will report by exception as to whether we have identified any

) ) ) significant weakness in arrangements.
Our risk assessment will provide a summary of the

procedures undertaken and our findings against each of the

three value for money domains. This will conclude on
whether we have identified any risks of significant weakness
in the arrangements that the Council has in place to achieve Public commentary Public commentary
value for money. Our draft public commentary
will be prepared for the Audit
Committee alongside our
annual report on the accounts.

The commentary is required
to be published alongside
the annual report.
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Summary of risk assessment

Summary of risk assessment

As set out in our methodology we have evaluated the design of controls
in place for a number of the Council’s systems, reviewed reports from
external organisations and internal audit and performed inquiries of
management. These procedures are consistent with prior year.

Based on these procedures the table below summarises our
assessment of whether there are any risks of significant weakness in
the arrangements that the Council has in place to achieve value for
money for each of the relevant domains:

Risk of significant weakness

Domain identified?

Financial sustainability No risk of significant weakness
identified

Governance No risk of significant weakness
identified

Improving economy, efficiency and
effectiveness

© 2024 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG global organis:
affiliated with KPMG International Limited, a private English company limited by guarantee. All right

Response to risk of significant weakness

The table below sets out the details of the risk that has been identified and the
procedures we intend to perform in order to respond to the risk. We will report on our
conclusion from these procedures as part of our year end report to the Audit &
Governance Committee:

DS R RE 6 As reported in the latest Ofsted report relating to
children’s services, there is a risk that the Council does
not have in place adequate arrangements to offer
consistently good services.

Procedures to be We will perform the following procedures:
performed

1. Consider the development of the Council arrangements
in place to establish the required improvements per the
Ofsted report.

2. Understand the process for identifying drivers and
actioning the change required per the action plan.

3. Conduct interviews with senior management and those
in the directorate to understand the issues and how they
are progressing to resolution.

of independent member firms




Value for money arrangements

Financial sustainability

In assessing whether there was a
risk of significant weakness in
financial sustainability we
reviewed:

* The processes for setting the
2023/24 financial plan to
ensure that it is achievable
and based on realistic
assumptions;

* How the latest medium term
financial plan was developed;

* Processes for ensuring
consistency between the
financial plan set for 2023/24
and the workforce and
operational plans;

* The process for assessing
risks to financial sustainability;

» Processes in place for
managing identified financial
sustainability risks; and;

» Performance for the year to
date against the financial
plan.

Summary of risk assessment

Background

As with the local government sector as a whole, the Council’s financial position has continued to face great pressure,
both from the increasing demand noted nationally for services such as adult social care and the significant rise in
inflation that was felt particularly in 23/24, where inflation outstripped the ability to raise the council tax demand in year,
therefore a requirement to deliver ‘more for less’. Reading also has experienced significant growth in population in the
last decade, the impact of which is felt by services, particularly those in the older demographic.

Setting the current year financial plan

The Council set a balanced budget for the 23/24 financial year, recognising in the Medium Term Financial Plan that
savings were required in order to achieve this, with total assumed savings in the budget of £8.118 million (£2.823million
brought forward from 2022/23). The 2023/24 Quarter 4 Performance Report states that that 52% of the total identified
savings were achieved, with a net adverse variance in the actual outturn position of £6.099 million, funded from the
Financial Resilience Reserve.

The total General Fund for the year saw a small increase of £173k, leaving a balance of £8.39 million (£8.22 million
2022/23). The Council do also maintain earmarked General Fund reserves of £57.8 million for various purposes, many
of which can be utilised should it be required. The primary drivers for the adverse variance to budget were a 14%
increase in Children Looked After (CLA) causing a £8.506 million overspend and a significant increase in families
presenting as homeless, responsible for a variance against budget of £1.459 million.

The Council set a capital development programme totalling £50.129 million for 2023/24 in the General Fund and further
HRA capital spending of £33.564 million approved. Provisional outturn against the General Fund balance was £45.6
million, with the larger projects including £7.1 million in the Highways Infrastructure Programme and £6.071 million on
Leisure Centre Procurement.

Despite obvious pressures, maintaining this balance on the general fund is considered sustainable and is in line with the
statement on reserves outlined in the latest Medium Term Financial Strategy.




Value for money arrangements

Financial sustainability

In assessing whether there was a
risk of significant weakness in
financial sustainability we
reviewed:

The processes for setting the
2023/24 financial plan to
ensure that it is achievable
and based on realistic
assumptions;

How the latest medium term
financial plan was developed;

Processes for ensuring
consistency between the
financial plan set for 2023/24
and the workforce and
operational plans;

The process for assessing
risks to financial sustainability;

Processes in place for
managing identified financial
sustainability risks; and;

Performance for the year to
date against the financial
plan.

Summary of risk assessment (continued)
Approval of Financial Plans

Guidance is issued by Finance to Assistant Directors on an annual basis, typically shortly after the previous financial
year end. This includes guidance for Budget Managers to propose a budget with efficiencies, supported by Finance
Business Partners. Business cases are reviewed and challenged by the Corporate Management Team (CMT) and are
then taken through a Lead Member group challenge process.

Supported business cases are included within the MTFS reporting package and scrutinised at the Policy Committee.
Following the finalisation of proposals, a final budget is produced and approved through the Policy Committee and up to
full Council. KPMG have reviewed documentation and Committee minutes confirming appropriate consideration and
challenge of proposals. The 2023/24 Budget & Medium-Term Financial Strategy 2023/24-2025/6 was approved by
Council on 28 February 2023.

Monitoring of Financial results

All approved savings proposals generate a monthly savings tracker that is reported monthly as part of the budget
monitoring process and included within the Quarterly Performance and Monitoring Report, reported through the Policy
Committee. The Corporate Management Team also have a monthly meeting dedicated to performance, which we have
also reviewed and judged the budgetary process to have an appropriate level of scrutiny, comparable with similar
authorities of this size.

Internal audit have provided only ‘Limited Assurance’ over the Council’s internal control framework, although this does
not cover the core financial systems due to the implementation of a new finance system. We will meet with internal audit
to understand the findings better as part of our final reporting.

Risk assessment conclusion

Based on the risk assessment procedures performed we have not identified a risk of significant weakness associated
with arrangements to deliver financial sustainability. We will conduct further interviews and review additional
documentation to reach our conclusion in this area.




Value for money arrangements

Governance

Summary of risk assessment

In assessing whether there was a
risk of significant weakness relating

to governance we reviewed:

Processes for the identification,
monitoring and management of
risk;

Controls in place to prevent and
detect fraud;

The review and approval of the
2023/24 Medium Term Financial
Plan by the Authority, including
how financial risks were
communicated;

Processes for monitoring
performance against budgets
and taking actions in response
to adverse variances;

How compliance with laws and
regulations is monitored;

Processes in place to monitor
officer compliance with expected
standards of behaviour,
including recording of interests,
gifts and hospitality; and

How the Authority ensures
decisions receive appropriate
scrutiny.

Approach to identifying, monitoring and management of risk

The Council’s guiding governance document is the Constitution, last updated in May 2024, which clearly lays out the
structure and responsibilities of the Council, Councillors, its various Committees and interaction with citizens, as well as
outlining the ethics and corporate governance policies. This is built on with the Council’s risk management policy and
procedure, which further formalises the risk management structures within the authority and cements its approach to risk
assessment.

There are five levels of risk register operated within the Council: Strategic (discussed below); Strategic Project
(temporary); Directorate; Service; and Project and Programme risks. Lower level risk registers are reviewed by
operational and/or directorate management teams, with the opportunity to promote the risk to the Strategic Risk
Register. Roles and responsibilities for various registers, identification of risk, and practicalities of raising a risk are
cleared defined.

A 5 x 5 scoring matrix is used by the Council to score risks on the Strategic Risk Register (Impact x Likelihood). The
Strategic Risk Register has 11 risks identified, the mostly highly rated include: SEND provision, climate mitigation, cyber
risk and safeguarding of vulnerable adults and children. We had already identified challenges in children’s services
provision particularly for Reading, but are also in line with the pressures expected from our understanding of the
authority and the wider sector. Our review of the risk register found that this was sufficiently detailed to effectively
manage key risks and we identified evidence of review within the Audit & Governance Committee throughout the year.

Given the recent Ofsted report referenced earlier, it is positive that the Council has this at one of the highest risk ratings
on its Risk Register. The risk outlines the cause and potential impact, as well as providing sufficient background
information and current actions required, with status and date (all within year, demonstrating on-going review and
update). The risk owner is also clearly identified.

The Council’s arrangements for risk management appear appropriate for an entity of its size and nature and the risk
assessment policies in place are considered effective in monitoring and assessing risk.

KPMG




Value for money arrangements

Governance

In assessing whether there was a Summary of risk assessment (continued)

risk of significant weakness relating

to governance we reviewed: Fraud, Laws and Regulation and Officer compliance

* Processes for the identification, The effectiveness of internal controls is monitored by the Audit & Governance Committee, through reporting from
monitoring and management of Internal Audit and Counter Fraud. The programme of work for each organisation is approved at the start of the financial
risk; year by the Audit & Governance Committee, following input by the CMT. Any recommendations raised by Internal Audit

« Controls in place to prevent and or the Counter Fraud teams are reported to the Audit & Governance Committee. Our review of the Audit Committee
detect fraud; papers confirmed that there were appropriate discussions and follow up of recommendations for both Internal Audit and

« The review and approval of the Counter Eraud. We noted in the. Internal Auqit & Investigation Annual Asgurance Rgport that 15 High recommendations
2023/24 Medium Term Financial made during the year and we will meet with internal audit as part of our final reporting to understand these as needed.
Plan by the Authority, including The Council has numerous policies included within the Constitution document, which clearly outline the expected

how financial risks were

. behaviour of Councillors and officers in relation to areas such as Staff and Councillor Codes of Conduct and Members’
communicated;

Allowances. Specific guidance is in place for teams and managers via standards of behaviour for these roles. Overall

* Processes for monitoring compliance with legislation, laws & regulations are monitored by management. The authority has a dedicated
performance against budgets Whistleblowing email and includes guidance on conflicts of interest and gifts & hospitality in the Code of Conduct.
and taking actions in response Internal audit have expressed ‘No Assurance’ over the Employee Gifts & Hospitality and Declarations of Interest process
to adverse variances; and we will be reviewing this as part of our final conclusion.

* How compliance with laws and
regulations is monitored;

- Processes in place to monitor Risk assessment conclusion
officer compliance with expected
standards of behaviour,
including recording of interests,
gifts and hospitality; and

Based on the risk assessment procedures performed we not have identified a risk of significant weakness associated
with governance. We will conduct further interviews and review additional documentation to reach our conclusion in this
area.

* How the Authority ensures
decisions receive appropriate
scrutiny.

KPMG °



Value for money arrangements

Improving economy, efficiency and effectiveness

In assessing whether there was a
risk of significant weakness relating
to improving economy, efficiency
and effectiveness we reviewed:

The processes in place for
assessing the level of value for
money being achieved and
where there are opportunities
for these to be improved;

How the performance of
services is monitored and
actions identified in response to
areas of poor performance;

How the Council has engaged
with other stakeholder and
wider partners in development
of the organisation;

How the performance of those
partnerships is monitored and
reported; and

The monitoring of outsourced
services to verify that they are
delivering expected standards.

Summary of risk assessment

Assessing Value for Money and Opportunities for Inprovement

The Council had a target of £5.3 million regarding cost savings for the financial year 2023/24, which we noted above
having not been met in year. Efficiencies are built into the budgeting process as previous outlined above. A similar level of
savings were included in budgets for 2024/25 with £4.6 million of savings. We will review progress to date against this
plan for our final report.

Typically cost saving performance is reported as part of regular reporting to the Council and Corporate Management
Team, allowing the Council to assess the level of value for money being achieved. The Policy Committee also provide
additional oversight and budgets are reviewed and managed on a regular quarterly basis through key performance
indicators reported, with any expected significant variances escalated.

Monitoring of Performance of Services

Performance reporting and monitoring of efficiency plans occur at various levels, with each major saving identified in a
Directorate reported through the Policy Committee and up to Council. KPMG have reviewed the in-depth reporting, which
includes details of each saving identified in the MTFP, progress to date by monetary value, forecast savings and some
commentary over variances, through the Quarterly Performance Reports and associated appendices. The Audit &
Governance Committee review the Strategic Risk Register quarterly and Council also have oversight of the position
annually through the Budget and the associated Chief Finance Officer's Report on the Robustness of the Council Budget.

The Corporate Plan also includes performance measures, key projects and initiatives and other non-financial metrics
which also are reported to the Policy Committee as part of the Quarterly Performance and Monitoring Report. All collated
information is subject to initial scrutiny by the CMT.

Partnership Working, including Managing Outsourced Services

We are not aware of any significant outsourcing or partnership working, outside of that required through the provision of
services alongside the local NHS bodies. We will explore this area further as part of our overall conclusion in this area.




Value for money arrangements

Improving economy, efficiency and effectiveness

In assessing whether there was a
risk of significant weakness relating
to improving economy, efficiency
and effectiveness we reviewed:

The processes in place for
assessing the level of value for
money being achieved and
where there are opportunities
for these to be improved;

How the performance of
services is monitored and
actions identified in response to
areas of poor performance;

How the Council has engaged
with other stakeholder and
wider partners in development
of the organisation;

How the performance of those
partnerships is monitored and
reported; and

The monitoring of outsourced
services to verify that they are
delivering expected standards.

Summary of risk assessment (continued)
Benchmarking

The Council operate limited benchmarking activities on a case by case basis and review national benchmarking
performed by the Chartered Institute of Public Finance and Accountancy (CIPFA) and the Local Government Association
(LGA). We will explore this area further as part of our overall conclusion.

We have reviewed the CIPFA outputs for the Council. Current benchmarking on the CIPFA Financial Resilience Index is
based on 2022-23 data, however we expect the inputs to be similar for 2023/24 and its indicators of financial stress
suggest the authority is lower risk compared to its Nearest Neighbours and other Unitary Authorities, with areas such as
the ‘Reserves Sustainability Measure’ and ‘Level of Reserves’ at the lower end of risk among the grouping.

The LGA Inform Value for Money Profiles were also reviewed by KPMG. We reviewed multiple metrics, including ‘Total
non schools reserves as a percentage of net current expenditure’ among others. Although these show a reduction in
overall reserves and an increase in net service spend per head, alongside increases in children social care and other
demand-led services, the Council trends in the same direction as the mean for all English single tier local authorities.
There is one slight outlier, which is Total expenditure on housing services per head and Reading shows as one of the
highest of single tier authorities and remaining above average, even with a reduction year on year.

View from the regulators

The Council is subject to a number of inspections by the regulator. The latest Children’s services inspection from Ofsted
was 22 April 2024, however picks up a theme of a number of years, whereby the Children’s services are assessed as
‘Requires improvement to be good’. Although the report states progress has been made since the last assessment,
further investigation is required and this drives assessing there to be a risk of significant weakness for the risk
assessment process.

We are not aware of any further reports from regulators at this time, but will finalise our view after issuing this risk
assessment.

Risk assessment conclusion

Based on the risk assessment procedures performed we have identified a risk of significant weakness associated with
improving economy, efficiency and effectiveness.

10



°
¥yno
kpmg.com/uk

Some or all of the services described herein may not be permissible for KPMG audited entities and their affiliates
or related entities.

© 2024 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG global organisation of
independent member firms affiliated with KPMG International Limited, a private English company limited by
guarantee. All rights reserved.


https://twitter.com/kpmguk
https://www.linkedin.com/company/1080
https://www.youtube.com/user/KPMGUK

	Reading Borough Council��DRAFT - Value for money risk assessment��Our approach��Year ended 31 March 2024	��September 2024���
	Value for money 
	Value for money
	Summary of risk assessment 
	Value for money arrangements
	Value for money arrangements
	Value for money arrangements
	Value for money arrangements
	Value for money arrangements
	Value for money arrangements
	Slide Number 11

