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Status of our reports

The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit
Commission explains the respective responsibilities of auditors and of the audited body.
Reports prepared by appointed auditors are addressed to non-executive
directors/members or officers. They are prepared for the sole use of the audited body.
Auditors accept no responsibility to:

» any directorfmember or officer in their individual capacity; or
= any third party.
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Key messages

This report summarises the findings from our 2008/09 audit. It includes messages
arising from the audit of your financial statements and the results of the work | have
undertaken to assess your arrangements to secure value for money in your use of
resources.

Audit Opinion

On 30 September 2009, | issued an unqualified audit opinion on Sunderland City
Council's 2008/09 financial statements. No significant issues were identified during the
course of our work, and we identified no material weaknesses in internal control.

2 On the same day | also gave an unqualified Value for Money conclusion, confirming
that the Council had adequate arrangements in place for securing economy, efficiency
and effectiveness in its use of resources.

rimal audit powers

! | have received formal objections from a local elector in respect of both the 2007/08
and 2008/08 financial statements. Until these have been resolved | cannot issue my
formal certificates to confirm that the audits have been completed. However, | am
satisfied that the matters raised do not have a material impact on the financial
statements.

ommunity Cohesiol

Community cohesion is an important component of Use of Resources assessments,
organisational assessments, and Comprehensive Area Assessments. The Council and
its partners have an agreed definition of community cohesion, which is realistic, clearly
articulated and relates well to the local area. Partners understand the specific risks to
cohesion in Sunderland, and manage them proactively. However, action plans to
support delivery of this strategy have not yet been developed, and there are insufficient
measures in place to gauge progress and outcomes in this area,

Sunderiand City Council



Health Inequalities

Frogress is being made in tackling the significant health inequalities in the North East
through leadership from regional agencies, partnership working between public sector
bodies and the voluntary sector at the local level, and by increasing or prioritising
funding.

But data is not always available to ensure that services are targeted at those who need
them most, and value for money and improved outcomes cannot be demonstrated if
accountability and perfermance management arrangements are weak. Agencies need
to look for better ways to involve the community and voluntary sectors, and take
community views intc account when developing high level strategies and service
development plans.

IT resources

The new national use of resources framework was introduced in 2008/09 and scores
are based on the Audit Commission's four point scale. Level 1 represents failure to
meet the minimum requirements. Level 4, the highest score, is reserved for genuinely
exceptional performance. :

sunderland City Council scored level 3 overall and has demonstrated strong
performance across a number of the Key Lines of Enquiry (KLOE). The Council
successfully integrates service and financial planning and has secured significant
efficiency savings in recent years while at the same time investing in corporate
priorities and improvements for local people, Processes for good governance and
internal control are well established and effective. Particular strengths were identified
in relation to adult social care, risk management and partnership governance
arrangements.



Key messages

Audit Fees and Independence

Audit fees are set out in the table below. These are in line with scale fees published by
the Audit Commission and have been discussed and agreed with those charged with
governance. The audit has been carried out in accordance with the Audit
Commission's policies on integrity, objectivity and independence,

ible 1 Audit fees 2008/09
Actual Proposed Variance

Financial statements, annual | £207,780 £207,780 0
governance statement and WGA
Value for money (includes data £96,320 £96,320 0
quality)
Total audit fees £304,100 £304,100

Non-audit work - grant claims £38,000 £38,000

Non- audit work - challenge and | £6,000 £0 £6,000
objections
Total £348,100 £342,100 £6,000

WCTIaNs

Throughout the year, | have made recommendations where appropriate to assist the
Council in meeting its responsibilities and to help support improvement.
Recommendations have been agreed with officers and we will continue to monitor
progress as part of next year's work.
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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 organisation accounts for its stewardship of public
funds.

“inancial Statements and Iinternal Control

1 The Authority's 2008/09 financial statements and supporting working papers were
prepared to a good standard and | issued an unqualified audit opinion on
30 September 2009.

|2 Management had taken action since the draft financial statements were approved in
June 2009 to:

« revise and increase NNDR bad debt provisions to reflect the current economic
climate and write offs to date in 2009/10;

review the accounting treatment adopted in respect of Newcastle Airport; and
make some minor presentational and disclosure amendments to the accounts.

12 These changes were approved by the Council's Audit and Governance Committee on
289 September 2009,

14 We identified that the prior period adjustment made to the financial statements in
respect of FRS17 pension liabilities was not required by CIPFA's ‘Statement of
Recommended Practice' as the sums involved are not material. In the Council's
opinion however the prior period adjustment gives a more complete picture of the
impact of the changes, which do affect a number of statements and disclosure note,
therefore the accounts were not amended.

15 | did not identify any significant weaknesses in the Council's internal control
arrangements.

Formal audit powers
16 | have:

= apower to issue a public interest report. | do so when | believe this is necessary to
draw a matter to your attention, or to that of the public;

« a power to apply to court for a declaration that an item in the accounts is contrary
to law; and

= a power to seek judicial review of a decision made by the Authority.



inancial statements and annual governance statement

" | also have a power to issue an advisory notice. An advisory notice requires the
Authority to meet and consider the notice before;

making a decision that might give rise to unlawful expenditure;
taking an unlawful course of action that would give rise to a loss; or
making unlawful entry in the accounts.

i | received a formal objection to the 2007/08 financial statements in relation to car
parking enforcement. Similar objections have been received at other authorities which
means we are obliged to consider them together and co-ordinate a consistent
response. Therefore, although this matter is being progressed it remains unresolved.
Also, | have recently received correspondence from the same objector indicating that
he also wishes to object to the 2008/09 accounts.

12 Until these two objections have been resolved | cannot issue my formal certificate to

confirm that the audit has been completed for 2007/08 and 2008/08. However, | am
satisfied that the issues raised do not have a material impact on the financial

statements.



Local risk based work

We undertake local risk based work in order to inform our judgements on use of
resources, our value for money conclusion and our audit of the Statement of
Internal Control.

irk undertaken in 2008/09

' This year we have undertaken local risk based work on community cohesion and

health inequalities, focussing specifically on harm caused by alcohol, VWe have also
followed up previous year's work on performance management and target setting.

nmunity Cahesion

Local government is expected to provide community leadership and to work with, and
through, partners to promote community cohesion. Cohesion is an important
component of Use of Resources assessments, organisational assessments, and
Comprehensive Area Assessments:

2 Previous years' work has focused on assessing internal arrangements for ensuring that

the Council understands the needs of local people, provides fair access to services
and promotes equality and diversity within its own workforce. We are pleased to note
that the Council has made progress against all elements of the 2007/08 action plan
agreed with officers.

We also reviewed the Council's approach to supporting inclusive communities and
found that partners have an agreed definition of community cohesion, which is realistic,
clearly articulated and relates well to the local area. Partners understand the risks to
cohesion in Sunderland - community tensions are managed proactively, and
misconceptions challenged. However, action plans to support delivery of the
community cohesion strategy have not yet been developed, and there are minimal
measures in place to gauge progress and outcomes in this area.

. Specific action points have also been agreed with officers, as follows:

« 'community impact assessments’ are being carried out as part of equality impact
assessments, but there is no timetable for the rollout of these assessments across
the partnership,

= the Council and its partners are developing a mare localised approach to cohesion,
to reflect the different needs, aspirations and make-up of local communities, but
this is at a relatively early stage of development;

« there is scope to improve the contribution made towards community cohesion by
the voluntary and community sectors and schools; and

= not all councillors understand how cohesion relates to their community leadership
role.



cal risk based work

Review of health inegualities in the North East

25 Qur review, completed jointly by the Audit Commission and Deloitte has involved
public sector bodies across the North East, as well as the voluntary sector, looking at
how organisations are working together to tackle health inequalities.

26 We found that good progress is being made in tackling health inequalities through
leadership from regional agencies, partnership working between public sector bodies
and the voluntary sector at the local level, and by increasing or prioritising funding.

Life expectancy is increasing and, in most areas, the mortality rate reducing at a faster
rate in the North East than nationally, narrowing the gap between the North East and
the rest of the country, However, whilst life expectancy is improving, men and women
in the North East are still likely to die younger than the national average. Men and
women living in the most deprived areas can expect to die on average more than ten
years and seven years earlier respectively than their counterparts in the least deprived
areas.

'# There are also significant issues in the North East around unhealthy lifestyles. For
example the percentage of North East women smoking in pregnancy and hospital
admission rates related to alcohol are the worst nationally; childhood obesity rates and
teenage pregnancy rates are higher than the national average. Organisations in the
Morth East need to build on the progress that has been made to date and ensure that
they move further and faster in addressing health inequalities.

! Our North East wide report and local review on alcohol harm and teenage pregnancy
highlights a number of key areas that partnerships need to focus on to improve action
to address health inequalities:

strategic priorities and funding should be aligned. There are significant economic
and financial costs associated with health inequalities that can be reduced through
successful funding;

successful targeting of services to those who most need them, based on good
data. We found that this data is often not available;

« accountability and performance management arrangements were often weak or
not in place, so that those delivering services may not be adequately held to
account and value for money and improved outcomes cannot be demonstrated,;

» joint working was variable, with some good examples, but also other instances
where a lack of partnership working reduces effectiveness. Joint data collection
needs to improve, with a lack of shared information systems causing probiems;

agencies need to look for ways to better support and use the resources available in
the community and voluntary sector; and

« there was mixed practice in taking community views into account in developing
high level strategies and service development plans.

10 Locally, we alsc carried out a more detailed review of action being taken to address
alcohol harm. Alcohol misuse is an important issue for Sunderland. It has a significant
impact on crime rates, hospital admissions and deaths. Sunderland is estimated to be
the 4th worst local authority area in England for binge drinking.
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11 Starting in 2008/08 there has been significant additional financial investment in
specialist alcohol advice services, but this investment has been made in advance of an
agreed alcohol strategy. Without a clear and agreed strategy partners may not be able
to demonstrate that value for money has been obtained from the funding invested in
alcohol services or that desired outcomes are being achieved.

12 Commissioning plans are based on identified need following health equity audits. But
there is not enough robust data to ensure that services are targeted at those who need
them most. In addition to this:

= partners across Sunderland do not as yet understand the specific reasons why
large numbers of people in Sunderland misuse alcohol, so resources allocated to
preventative and counselling work may be misdirected; and

there is a commitment to commission from independent, community and voluntary
sector providers, but these organisations will need support in terms of both
business skills and capacity building before they can deliver the proposed level of
new services,

° Looking forward, the Council and its partners have plans in place to tackle the issues
that we have raised. A new Alcohol Strategy is being developed by the Sunderiand
Partnership, informed by public consultation and the ‘Big Drink Debate’. Waork in this
area is also being undertaken as part of the Total Place' pilot, in partnership with
Gateshead and South Tyneside Councils. Alcohol Treatment programmes targeted
towards violent offenders with alcohol misuse issues started in July 2009.

“erformance management and target setting

. Performance management and target setting has been improved through a more
strategic approach based on local area agreements, Sunderland Strategy objectives
and the new national indicator dataset. An IT-based performance management
system, Performance Plus, is now in place and there is a clearer focus on tackling
underperformance through:

assessment of the impact of failing to deliver targets;
review of expected trajectories, as opposed to year to date performance; and
focusing on the remedial action being taken.

5 Issues of under performance which require additional financial investment, ICT
solutions or business process re-engineering are also addressed through the Business
Improvement Programme.

The Council's scrutiny function has been improved during 2008/09, with increased
capacity, more officer support and better alignment to corporate objectives. This has
enabled members to play a more central role in challenging key decisions and
reviewing performance information,
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| considered how well the Council is managing and using its resources to deliver

value for money and better and sustainable outcomes for local people, and gave a
scored use of resources judgement.

| also assessed whether the Council put in place adequate corporate arrangements
for securing economy, efficiency and effectiveness in its use of resources. This is
known as the value for money (VFM) conclusion.

e of resources judgements

In forming my scored use of resources judgements, | have used the methodology set
out in the use of resources framework. Judgements have been made for each key line
of enquiry (KLOE) using the Audit Commission’s current four point scale from 1 to 4,
with 4 being the highest. Level 1 represents a failure to meet the minimum
requirements at level 2, :

| have also taken into account, where appropriate, findings from previous use of
resources assessments (updating these for any changes or improvements) and any
other relevant audit work, However, the 2008/09 assessment is very different from
previous assessments. Judgements are now much more strategic and less detailed,
with a focus on outcomes rather than processes. The standard required to merit a level
three assessment has been raised, and level four scores are reserved for genuinely
exceptional performance,

i4 The Council's use of resources theme scores are shown below. The key findings and
conclusions for the three themes, and the underlying KLOE, are summarised in
Appendix 1.

R ) - P ame e i T
e £ Se Of resources theme scor

Use of resources theme Scored judgement
Managing finances 3
Governing the business 3

Managing resources 2



Value for money and use of resources

10 The Council is performing well. It successfully integrates service and financial planning

and has secured significant efficiency savings in recent years while at the same time
investing in corporate priorities and improvements for local people. Processes for good
governance and internal control are well established and effective.

1 There are elements of particularly strong performance across a number of the use of
resources Key Lines of Enquiry (KLOE), in particular:

« provision of value for money services, especially adult social care;
» risk management arrangements; and
» partnership governance.

12 Some scope for improvement has been identified in respect of asset management and

the Council's use of natural resources, but all arrangements have been assessed as
meeting expected standards.

il Lonclusion

| assessed your arrangements to secure economy, efficiency and effectiveness in your
use of resources against criteria specified by the Audit Commission. From 2008/09,
these criteria are now aligned to use of resources judgements and the Audit
Commission now specify each year which of the use of resources KLOE are the
relevant criteria for the VFM conclusion at each type of audited body.

4 On 30 September 2009, | issued an unqualified conclusion stating that the Council had

adequate arrangements to secure economy, efficiency and effectiveness in its use of
resources. My conclusions on each of the relevant areas are set out in Appendix 1.
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Closing remarks

45 | have discussed and agreed this letter with the Chief Executive and the Director of
Financial Resources. | will present this letter to the Cabinet in January 2010 and have
provided copies to all Council members.

16 Further detailed findings, conclusions and recommendations in the areas covered by
our audit are included in the reports issued to the Council during the year.

rable 3 Audit reports 2008/09

Report Date issued
Audit Fee letter April 2008
Health Inequalities Phase 3 (harm caused by alcohol) | May 2009
Detailed opinion plan July 2009
Community Cohesion report : August 2009
Annual Governance report September 2009

Opinion on financial statements
Value for money conclusion
Whole of Government accounts return

Use of Resources assessment October 2009

Annual audit letter November 2009

L7 The focus of our local risk based work next year is expected to be workforce planning
and management arrangements, which are being assessed for the first time in 2010.
We will also follow up progress made by the Council in respect of managing natural
resources and sustainability.

18 The Council has always taken a positive and constructive approach to cur work. | wish
to thank members and staff for their support and co-operation during the 2008/09
audit.

Steve Nicklin
District Auditor

November 20089

Sunderland City Council
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he Audit Commission
The Audit Commission is an independent watchdog, driving economy, efficiency and

effectiveness in local public services to deliver better outcomes for everyone.,

Our work across local government, health, housing, community safety and fire and rescue
services means that we have a unique perspective. We promote value for money for
taxpayers, auditing the £200 billion spent by 11,000 local public bodies.

As a force for improvement, we work in partnership to assess |ocal public services and
make practical recommendations for promaoting a better quality of life for local people.

apies al this report

If you require further copies of this report, or a copy in large print, in Braille, on audio, orin
a language other than English, please call 0844 798 7070.

© Audit Commission 2009

For further information on the work of the Commission please contact:

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
Tel: 0844 798 1212 Fax: 0844 798 2945 Textphone (minicom): 0844 798 2846

www . audit-commission.gov.uk






