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Consultation: Use of resources assessment 2008/09
Background

This document details the proposed themes, key lines of enquiry (KLOE) and descriptors published for consultation by the Audit Commission for the annual use of resources assessment. The assessment will form part of to the Comprehensive Area Assessment from 2009. The use of resources assessment applies to principal local authorities, police authorities, fire and rescue authorities and PCTs. The KLOE are designed to be high level and generic to these sectors. We will however be publishing guidance for each sector to assist in the interpretation and application of the KLOE and descriptors.
Focus

The use of resources assessment is designed to assess how well organisations are managing and using their resources to deliver value for money and better and sustainable outcomes for local people. It is structured into three themes: managing money; managing the business; and managing other resources. These themes focus on the importance of having sound and strategic financial management; good governance through strong leadership, strategic commissioning, and effective performance and risk management; and managing natural resources, physical assets, people and technology. Taken together the assessment will arrive at a judgement on the value for money in the use of resources.  
Themes and key lines of enquiry

1. Managing money: How effectively does the organisation manage its finances to deliver value for money?
	1.1 The organisation is in sound financial health.
Evidence that the organisation: 

· manages spending within available resources and is financially sound over the medium term; 

· sets the tone whereby financial management is taken seriously and financial skills are valued and developed; and
· recognises individual and collective responsibilities for financial matters. 

	1.2 The organisation plans its finances effectively to deliver its strategic priorities.
Evidence that the organisation’s financial planning:

· is delivered through a robust planning process effectively integrated with strategic and service planning processes;

· is medium to long term; and

· integrates its capital and revenue resources and treasury management.

	1.3 The organisation has a sound understanding of its costs linked to performance and achieves value for money in the delivery of services.
Evidence that the organisation:

· understands its costs, including whole life, transaction and unit costs, the main factors that influence these and how they link to performance;

· bases its financial decisions and efficiency targets on this understanding of its costs; and
· achieves value for money in the delivery of services

	1.4 The organisation’s financial monitoring and forecasting is timely and contributes to the effective management of its financial performance.
Evidence that the organisation:

· produces high quality, timely and reliable financial monitoring and forecasting information; and

· uses financial and related performance information to monitor financial performance.


	1.5 The organisation’s financial and external reporting complies with requirements, is timely and meets the needs of users and local people. 
Evidence that:

· the accounts meet statutory requirements, financial reporting standards and present fairly, or give a true and fair view of, the financial performance and position; 
· the board receives financial reports that are clear, relevant and concise to enable them to effectively manage the strategic direction of the organisation; and
· external reporting provides an objective, balanced and understandable assessment of the organisation’s activities, achievements and financial performance in the year.


2. Managing the business: How well does the organisation govern itself, manage its business and commission services to deliver better outcomes for local people?
	2.1 The organisation has strong leadership with a clear vision and fosters partnership working to make better use of available resources.
Evidence that the organisation’s leadership:

· has a clear vision of what it wants to deliver for its local communities founded on local needs; 

· promotes effective working across partners; 

· establishes clarity in the respective roles and responsibilities between board members, officers and partners; and

· has open and transparent decision making based on good quality information.

	2.2 The organisation uses performance management to ensure that it delivers its priorities and intended outcomes for local people. 
Evidence that the organisation:

· sets corporate performance targets which are linked to strategic objectives and cascaded;

· monitors performance against its priorities and targets using good quality information and addresses under-performance; and 

· is self-aware, learns from others and shares good practice.

	2.3 The organisation commissions and procures quality services, tailored to local needs, to deliver sustainable outcomes and value for money. 

Evidence that the organisation’s commissioning:

· is shaped by its priorities and a good analysis and understanding of local need;

· includes local people, partners, staff and suppliers in the design of services and the appraisal of options;

· understands the supply market and seeks to influence and develop the market;

· aims to reduce the need for services through preventative measures where appropriate such as education and support; and

· evaluates different options (external and internal) for providing goods and services and chooses the best option for meeting need, wider social economic and environmental objectives, and providing value for money.

	2.4 The organisation has a robust approach to managing its risks and a sound system of internal control.
Evidence that the organisation:

· has effective risk management which covers partnership working;

· has a sound system of internal control; and 

· provides for effective challenge and internal audit.

	2.5 The organisation promotes and demonstrates ethical behaviour and manages the risk of fraud both for itself and working in partnership with others.
Evidence that:

· board members and officers are working within a published ethical framework, promoting a strong ethical culture, and upholding values of good governance; 
· arrangements are in place to receive and investigate allegations of breaches of proper standards of conduct and there is an accessible complaints process and whistle blowing arrangements; and 

· there is a clear strategy and effective arrangements to manage the risk of fraud and corruption with allocation of appropriate resources. 


3. Managing other resources:  How well does the organisation manage its natural resources, physical assets, people and technology, to meet current and future needs and deliver value for money?
	3.1 The organisation is making effective use of natural resources.
Evidence that the organisation:

· understands and can quantify its use of natural resources and the main influencing factors;

· manages performance to reduce its impact on the environment; and 

· manages the environmental risks it faces, working effectively with partners.

	3.2 The organisation manages its assets effectively and sustainably to help deliver its strategic priorities and service needs.
Evidence that the organisation:

· has a strategic approach to asset management based on an analysis of need to deliver strategic priorities, service needs and intended outcomes;

· manages its asset base to ensure that assets are fit for purpose and provide value for money; and

· works with partners to maximise the use of its assets for the benefit of the local community.

	3.3 The organisation is forward looking as it plans, organises and develops its workforce and information technology to support the achievement of its strategic priorities.
Evidence that the organisation:

· has a skilled, productive workforce; 

· knows in the medium to longer term what staff it will need, with what skills and technology, and has plans to achieve this; 

· uses technology to provide information to improve the quality of decision making and secure efficiencies; and 

· uses technology to support transformational change of services.


Levels of performance
The use of resources assessment uses the Commission’s current four point scoring scale from 1 to 4, with 4 being the highest. The table below summarises the principles implicit in the performance levels 2, 3 and 4 to support the judgements made against each KLOE. Level 1 is represented by a failure to meet the minimum requirements at level 2.  In future, judgements will give a stronger emphasis to outcomes for local people and the delivery of value for money achievements.  In addition, we have not defined descriptors for performance at level 4 which is a change from our previous practice. We believe that it is for individual organisations to demonstrate real innovation and excellence in performance, rather than the Commission pre-defining descriptors of performance which may be limiting.
	level 2

only at minimum requirements – adequate performance
	level 3

consistently above minimum requirements – performing well
	level 4

well above minimum requirements – performing strongly

	Arrangements that are consistent with established professional practice and guidance and meet statutory requirements.
	Implemented arrangements that are:

· more forward looking and proactive in identifying and developing opportunities for improvement; 

· more complex to operate, for example, through partnerships; and
· include more sophisticated measuring and assessment techniques
.  
	Demonstrating innovation and best practice. 

	Arrangements sufficient to address the KLOE demonstrating, for example, commitment and leadership, risk based strategy and supporting action plans, capacity and skills. 
	Outputs and outcomes demonstrate arrangements are effective. 
	Demonstrating strong outcomes for the community. 

	Effective arrangements which achieve minimum levels of performance.
	Evidence of performing consistently above adequate performance and achieving value for money
	Achieving excellent value for money.


Reference documents
The following reference documents have informed the development of the use of resources assessment for 2008/09: 
World Class Financial Management (Audit Commission, 2005); Delivering Good Governance in Local Government: Framework (CIPFA/SOLACE, 2007); Managing the Risk of Fraud (CIPFA, 2006); Procuring the Future: Sustainable Procurement Task Force National Action Plan 2006; Standards for Better Health (Department of Health, updated 2006); Strong and Prosperous Communities (Communities and Local Government, 2006).
Glossary

In order to be applicable to different kinds of organisations, the KLOE use some general terms with the following definitions:

· Board – the body with overall governance responsibility such as the council of a local authority, the Board of a PCT, the police authority and fire and rescue authority when meeting as a whole;

· Board member – a member of the Board, such as a councillor of a local authority, a director (either executive or non executive) of a PCT, a member of a police authority, a member of a fire and rescue authority;

· Top management – the most senior staff of an organisation, typically comprising a chief executive or a team of directors and normally referred to as the management team; and
· Leadership – a combination of the Board and top management as defined above.

Sources of evidence and descriptors

Sources of possible evidence are provided for each theme which auditors will review to help them to reach their judgements. Descriptors are provided to help organisations understand how judgements will be formed against each KLOE. Descriptors for level 2 and 3 are included below. These provide examples of the type of arrangements, outputs and outcomes for each level of performance. Neither the sources of evidence nor the descriptors are intended to be a checklist or to prescribe the only way in which organisations perform against the KLOE. Auditors will make a rounded judgement against each KLOE based on all the evidence available to them and using the descriptors as guidance.
	1. Managing money

	Sources of evidence
Medium term financial plan, equalities impact assessments and strategies e.g. capital, treasury management, HR, and asset management; service planning and financial planning process; annual budget and monitoring reports; financial accounts, performance against targets, external report; Board papers; self evaluation and internal challenge; costing information and benchmarking; investment appraisals; demonstration of achievement of priorities, objectives and outcomes for local people

	KLOE 1.1 The organisation is in sound financial health.

	Level 2 – performing adequately
	Level 3 – performing well

	The board exercises collective responsibility for financial matters.

A member of the top management team has responsibility and accountability for leading, and providing professional advice, on financial issues. 
The leadership is financially literate and understands the financial environment in which the organisation operates.

There is a corporate development programme in place to promote financial literacy and skills in the organisation.

The finance function is adequately resourced with appropriate skills; staff are trained and provide good financial support to the organisation and its partnerships.

The organisation has achieved any applicable statutory or other externally set financial targets for the year. 

The forward financial planning process identifies any shortfalls in resourcing and underlying cost pressures in the medium term. The organisation is taking timely action to address these, assess the associated risks and monitor progress to ensure it can continue to deliver services within available resources.
The organisation’s cash flow management maximises the use of cash resources and ensures timely payment of suppliers.
The financial planning process incorporates, where relevant, a soundly based policy on the level and nature of reserves and balances. 
The organisation has operated within its budget and levels of balances have been maintained within the range determined by its policy.
Where relevant, the organisation sets and monitors challenging targets for material categories of income collection and recovery of arrears, based on age profile of debt. Appropriate corrective action is taken during the year to achieve the targets. 
	The board challenges its effectiveness and leadership on financial management. It promotes best practice in financial management and addresses areas of weakness.

The leadership fosters an environment where there is good understanding and routine challenge of financial assumptions and performance. This is supported by good quality and regular financial reporting to the board.

The leadership promotes both internally and externally a culture of transparency about its financial performance and position.  

Managers throughout the organisation are financially literate and well supported on financial matters.
The organisation has achieved any applicable statutory or other externally set financial targets in each of the past two years or has a recent history of operating within its budget alongside good service performance.


	KLOE 1.2 The organisation plans its finances effectively to deliver its strategic priorities.

	Level 2 – performing adequately
	Level 3 – performing well

	Medium term financial planning and annual budgeting reflect the organisation’s strategic objectives and priorities for the year and longer-term and the assumptions on which they are based are clearly stated. 

The financial and corporate planning processes are integrated, linked to risk management, and incorporate strategic planning for other resources such as assets, capital and human resources. The planning processes are understood and contributed to by managers. 
External funding is sought where appropriate to support local priorities.

The key messages from the organisation's financial planning process are communicated effectively to staff and stakeholders as appropriate.

A comprehensive, balanced and realistic revenue budget, supported by realistic savings plans if required, has been set and approved by the board. 

The organisation keeps its treasury management strategy under review and monitors and reports performance against it. 
The organisation assesses the impact of its policies and strategies on its diverse communities in compliance with equalities legislation and the environmental and social impact of decisions on local communities.

	The organisation involves external stakeholders, (for example bodies that have joint working arrangements or partnerships with the organisation) in the financial planning process in order to deliver organisational and shared objectives. 

The organisation consults local people and communities on significant spending decisions and any charging policies as appropriate. They are given opportunities to engage through processes such as participatory budgeting that enable their views to be taken into account.
The organisation can demonstrate that financial planning is contributing to improved outcomes in relation to priorities.  
The organisation can demonstrate other outcomes of a good financial planning process including: 

· timely and efficient completion and adoption of the annual budget;
· a stable and responsive financial environment for service planning and delivery;
· a sustained focus on achieving priorities by shifting resources from low to high priority areas;
· a structured medium term approach to delivering savings and efficiencies; and 

· a well managed capital programme linked to priorities and supporting service improvements. 

The financial planning process assesses the impact of the medium-term financial plan on its sustainable objectives.
The financial planning process works on a medium to long term basis. It models balances, cash flows, resource requirements, revenue and expenditure totals using different planning scenarios (for example best and worst case and most likely) and links this to its risk management, financial and performance reports.


	KLOE 1.3 The organisation has a sound understanding of its costs linked to performance and achieves value for money in the delivery of services.

	Level 2 – performing adequately
	Level 3 – performing well

	The organisation is working to understand what costs it incurs, the main factors that influence these, how they change with activity and over time. 

Information used for decision making includes: 

· whole life, transaction and unit costs;

· comparisons between costs and quality of services;

· comparative information (with others and over time) on costs in priority and high spending areas; 
· analysis of pay and pension costs; and
· analysis of need. 

The organisation reviews its costs to assess whether they are commensurate with the range, level and quality of services provided. Areas of high cost are identified and scrutinised on a regular basis to ensure that the organisation is achieving value for money.
Costs for key services are not significantly higher than other organisations providing similar levels and standards of services, allowing for relevant local factors.
All new investments, whether capital or revenue, are subject to an investment appraisal process which includes evaluation of risks and the relative costs and benefits.

	The organisation understands what costs it incurs and how they change with activity and external factors and uses this information in its financial and service planning process to evaluate alternative policies, programmes, activities and to identify efficiency savings.
Cost variances are analysed and monitored and feed the financial planning process.
There is good comparative information on costs and performance and the organisation routinely uses this to review and challenge whether it is achieving value for money.

When making decisions, the organisation considers and takes account of whole life costs and benefits and their impact on the local community and environment.
The organisation achieves planned outcomes across a range of services, while maintaining relatively low overall costs allowing for relevant local factors.

Costs for key services are benchmarked and demonstrate good value compared with others, providing similar levels and standards of services and allowing for the local context.
The organisation has an understanding of the total resources at the disposal of significant partnerships. These resources are used to support clearly identified outcomes.

The organisation works with its partners and other providers to compare and evaluate processes, costs and outcomes.  It uses comparison and benchmarking to increase its self-awareness and efficiency.


	KLOE 1.4 The organisation’s financial monitoring and forecasting is timely and contributes to the effective management of its financial performance.

	Level 2 – performing adequately
	Level 3 – performing well

	Budget monitoring and forecasting information is reliable, relevant, and understandable. It is produced on a regular and timely basis throughout the year and leads to prompt action being taken to address any variances or other issues.

In-year financial monitoring and forecasting information is consistent with the financial information reported externally to stakeholders at the year end, with no significant variances. 
Action is taken in year to manage potential overspends so there is no adverse impact on service delivery or in the achievement of corporate priorities. 
The organisation considers financial information alongside related performance information linked to strategic objectives to monitor financial performance across the organisation. 

The financial performance of significant partnerships is regularly reviewed, linked to outputs, and the results shared with partners and acted upon. 
	The organisation has a good track record of achieving non-financial and financial targets. 
The organisation has identified a small number of focussed financial and non-financial indicators that enable it to monitor its financial performance against corporate priorities and whether it is achieving value for money in the delivery of services. 
The organisation’s financial information systems are accessible and provide for timely tailored and meaningful information, for example by:

· allowing budget holders to directly access monitoring and forecasting information on the system or intranet; 

· including flexible reporting tools to enable specialist reports to be designed and accessed at any time; and
· producing profiled financial monitoring reports for budget holders soon after the month end leading to managers responding to issues in a timely way. 

	KLOE 1.5 The organisation’s financial and external reporting complies with requirements, is timely and meets the needs of users and local people.

	Level 2 – performing adequately
	Level 3 – performing well

	The organisation’s accounts comply with statutory requirements, statutory/regulatory timetables, relevant accounting and reporting standards. 

The accounts submitted for audit presented fairly the financial position but contained non-trivial errors. The published statements include an unqualified audit opinion.

The organisation supported an efficient audit of its accounts by providing working papers and responding promptly to additional requests for information. 
The most recent published accounts (annual report for PCTs) and annual audit letter are available to the public and appear on the organisation’s website on a timely basis and in accessible formats.
External reporting is timely and provides an objective, balanced and understandable assessment of the organisation’s activities, achievements and financial performance in the year.
	The overall quality of the draft accounts approved by the board was good. Any errors are considered ‘clearly trivial’ and the accounts were supported by thorough documentation and analysis. 

The leadership exercises collective responsibility for, and prioritises, financial and external reporting and demonstrates robust challenge and scrutiny. 
Internal financial monitoring and reporting during the year is reliable and accruals based, ensuring a clear link between the budget, in-year forecasts and actual year end position, and facilitates timely and efficient close down of the accounts.

The board receives reports that are clear, relevant and concise, highlighting the key financial and performance issues and risks of which they need to be aware. The reports assist the board in understanding complex issues and in appraising available options to support effective decision making.
External reporting includes environmental and social information with an analysis of the organisation’s environmental footprint.
The organisation seeks the views of stakeholders as to what information is required in its external reporting and tailors it accordingly. 


	2. Managing the business

	Sources of evidence
Needs assessments; organisational vision and strategic priorities; board reports; performance indicators; benchmarking; customer satisfaction surveys; staff feedback; external reviews; commissioning processes; joint commissioning agreements; procurement procedures; risk management strategy; risk registers; risk management training; audit committee papers; internal audit plan and reports; business continuity plans; governance statement (SIC); assurance framework; standing orders, scheme of delegation; partnership agreements; codes of conduct; registers; record of complaints; fraud and corruption strategy; record of employee checks; NFI.

	KLOE 2.1 The organisation has strong leadership with a clear vision and fosters partnership working to make better use of available resources.

	Level 2 – performing adequately
	Level 3 – performing well

	The organisation’s leadership has a vision of what it wants to achieve for its local communities, founded on a robust assessment of local needs and is committed to engaging with stakeholders and local people, including disadvantaged groups. 

The vision is translated into ambitions and clear strategic priorities that drive the business. 

The roles and responsibilities of board members and top management are documented; they are trained and have the skills to carry out their roles effectively. 

The leadership fosters and promotes effective working across partners to make better use of available resources.

Board members and officers receive good quality information to support their decision making that is: 

· relevant to the decision, clear and meaningful; 

· appropriately detailed; and
· supported by professional advice wherever appropriate.

There is an accessible and public record of key decisions taken by the organisation which is explicit about the reasons for, and information supporting, decisions and their impact.
	The leadership maintains focus on delivering the organisation’s strategic priorities. 
Partners consider that the organisation’s leadership fosters and promotes effective working across partners to improve outcomes for local people. 

Difficult decisions are taken on a timely basis and balance competing demands and priorities.

The leadership sets the tone for effective working by creating a climate of openness, support and respect. 

There are constructive working relationships between board members and officers and with partners.



	KLOE 2.2 The organisation uses performance management to ensure that it delivers its priorities and intended outcomes for local people.

	Level 2 – performing adequately
	Level 3 – performing well

	There are corporate targets for managing performance, including partnerships, which are aligned with strategic objectives. These are cascaded throughout the organisation and to partnerships. Standards for target-setting are consistently applied across the organisation, with clear expectations of improvement.   
Performance management is underpinned by good quality information, including customer satisfaction measures. It includes national and local performance and quality of life indicators as well as financial and efficiency information.

Action plans are an integral aspect of performance management and there is a hierarchy of reporting throughout the organisation against targets which is used to inform decision making.

Reports produced for external stakeholders and the public are accessible and meet any statutory requirements for performance reporting. As a result, the organisation, the community and its partners have a good picture of how well it is performing against its ambitions and priorities.
The performance of managers is managed against personal objectives linked to service plans, and the financial performance of their service areas if appropriate, and they are clear about how their contribution links to organisational priorities. 

The implementation of major projects and strategies is managed and monitored by the board to ensure that they are on track and that expected outcomes are realised.
	Performance management is integrated with the management of resources so that resources follow priorities whilst retaining the flexibility to respond to performance issues. There is a sustained focus on value for money.
There are clear and agreed targets for improvement which are outcome-based and challenging.

Performance management is embedded throughout the organisation and its partnerships Performance is benchmarked against others, including outcomes and indicators.  
Areas of underperformance are kept under review and the organisation can demonstrate that performance is improving.

The organisation is self-aware and has an approach to learning from: the experiences of people who use services, post-implementation reviews of major projects, external reviews, staff feedback, complaints and whistleblowing cases. It uses external challenge in its reviews of services and performance and the results of these reviews influence practice.

	KLOE 2.3 The organisation commissions and procures quality services, tailored to local needs to deliver sustainable outcomes and value for money.

	Level 2 – performing adequately
	Level 3 – performing well

	The organisation has an understanding of inequalities and its local community needs for services over the longer term. It is working with partners to produce joint strategic needs assessments. This understanding of need will form the basis of the organisation’s strategic approach to commissioning and procurement. 

The organisation engages with a range of stakeholders and people who use services, including those who are ‘hard to reach’, to assist its understanding of the diverse needs of the local community. 
The organisation reviews services in the light of its assessment of need and identifies priority services for review. It involves people who use services, partners and potential suppliers (public, private and third sector) in the design of services.
The organisation is focusing on demand management (preventative measures) that evidence shows can have the biggest impact on minimising activity that is undesirable or could be replaced with activity that can provide better more sustainable outcomes, more choice or improved value for money.
Commissioning exercises:

· are based on a good understanding of the market to optimise competitiveness, choice, and flexibility; 

· where appropriate, support potential providers, in building their capacity to deliver services; 

· support the third sector in its provider role by recognising principles of best practice in grant funding arrangements, for example committing to longer term funding where this represents value for money; 

· understands the costs associated with different procurement options; and 

· involve providers in designing services that best meet needs and priorities and improve value for money. 

Use of joint commissioning is formally evaluated; for example, between PCTs and local authorities for social care services. 

Procurement procedures ensure compliance with internal governance and legal requirements, including European Union regulations.
The organisation is assessing the impact of its procurement in the context of the National Sustainable Procurement Taskforce Action Plan, and is identifying target areas for action. 
There are effective arrangements for specifying and monitoring contracts and other forms of agreement for the performance of services to ensure compliance with contract terms and conditions.
	The organisation has completed a needs assessment, including a joint strategic needs assessment with partners, which identifies future as well as current needs. It demonstrates a good understanding of inequalities and identifies how it may narrow the gap between vulnerable groups and the rest of the community.
The needs assessment drives forward long term commissioning decisions and partnership objectives.

There is information on satisfaction with services and how it differs across different groups in the community. Feedback is obtained systematically from all sources including: partners, staff, residents and people who use services, to assist in making improvements to services.  

The organisation has a good understanding of the supply market and is working to develop it over the longer term by engaging with potential providers, building capacity where appropriate, and making providers aware of future commissioning and community needs. 

The organisation has successfully implemented examples of demand management.

It sets clear and stretching targets for procurement and can demonstrate that it is delivering key outcomes intended such as better quality services, sustainability and/or reduced costs.
The organisation is proactive in considering a variety of different options, both internal and external, for procuring goods and services, including through partnerships and on a shared basis, and uses a formal appraisal process to choose the most appropriate method.
The organisation has identified target areas for developing its capacity to procure sustainably. It can provide examples of incorporating sustainability into its procurement approach in nationally-identified high priority areas. 

All new procurement decisions take account of whole life cost considerations.




	KLOE 2.4 The organisation has a robust approach to managing its risks and a sound system of internal control.

	Level 2 – performing adequately
	Level 3 – performing well

	The board ensures that corporate business risks are being identified and effectively managed in line with its risk management strategy.

The organisation maintains and regularly reviews a register of its corporate and operational business risks, including the risk of fraud and corruption, which: 

· links risks to strategic objectives 

· assesses the risks for likelihood and impact

· assigns named individuals to lead on actions identified to mitigate each risk

Risk management considers risks in relation to significant partnerships, including the risk of fraud and corruption, and provides for assurances to be obtained about the management of those risks.

All those involved in the organisation’s risk management arrangements are given relevant training and guidance. 
The organisation has a sound system of internal control which includes:

· delivering the core functions of an audit committee;  
· providing effective internal audit in accordance with relevant requirements;
· an assurance framework informing transparent governance reporting
· standing orders, standing financial instructions and a scheme of delegation
· ensuring compliance with relevant laws and regulations and that expenditure is lawful
· sound internal financial control with up to date procedure notes for key systems.
The organisation has a business continuity plan in place which is reviewed and tested on a regular basis. 
There are effective governance arrangements for significant partnerships. 
	The organisation can demonstrate that it has embedded risk management in its business processes, including: 

· strategic planning

· financial planning 

· policy making and review

· performance management
· project management.
All board members receive risk management awareness training appropriate to their needs and responsibilities.
The organisation can demonstrate that partnerships embed risk management, as part of setting priorities, policy making, financial planning and performance management. 

Effective risk management supports the organisation in taking and managing significant risks to successfully deliver innovative and challenging projects.
The audit committee can demonstrate the impact of its work in providing: 

· effective challenge across the organisation; and
· assurance on the risk management framework and associated internal control environment to the board and the public.
The organisation obtains assurance on a risk basis of the viability of its significant contractors’ and partners’ business continuity plans.
Reports to support strategic policy decisions, and initiation documents for all major projects, require a risk assessment including a sustainability impact appraisal. 



	KLOE 2.5 The organisation promotes and demonstrated ethical behaviour and manages the risk of fraud both for itself and working in partnership with others.

	Level 2 – performing adequately
	Level 3 – performing well

	The leadership is promoting a strong ethical and counter fraud culture and upholding values of good governance.
The organisation has adopted codes of conduct for its board members and staff. It has arrangements to receive and investigate allegations of breaches of proper standards of conduct. 

The organisation reviews and monitors compliance with its codes and procedures, and reports the findings and any action taken, to board members. These include: 
· codes of conduct;

· registers of interests, gifts and hospitality;
· code of practice for IT resources;

· standing orders and financial regulations; and

· procurement procedures. 

The organisation’s complaints and whistleblowing policies and arrangements have been communicated and are easily accessible to staff, the public, partners and those parties contracting with the organisation. 

The organisation has a counter fraud and corruption strategy that is linked to its strategic objectives and describes outcomes against which to evaluate its effectiveness. It has a programme of work which is risk based and proportionate, and aims to create an anti-fraud and corruption and zero tolerance culture.

The organisation promptly investigates potential cases of fraud or corruption using appropriately trained and skilled staff.
Effective employee checks are in place and include appropriate action when individuals fail the check.
The organisation has a policy on the application of sanctions and recovery of losses where fraud or corruption has been proven and applies this in a consistent way.
It can demonstrate effective participation in the National Fraud Initiative (NFI) and compliance with the requirements.
	The organisation is proactively raising standards of ethical conduct, including through the provision of ethics training, guidance and information. It communicates progress made in improving the ethical culture to stakeholders and local people.

The organisation can demonstrate that partnerships, stakeholders and local people have confidence in the organisation, including the standards of conduct of its board members and officers, and its governance arrangements.

The organisation can demonstrate that a strong ethical and counter fraud culture is embedded and that board members and staff recognise their responsibilities to protect the organisation and its resources. They have high levels of awareness of, and confidence in, the whistle blowing arrangements.
The organisation can evidence that it is creating a strong deterrent effect, including publicising:

· successful cases of proven fraud/corruption 
· the likelihood of proportionate sanctions being applied should fraud or corruption be detected and losses recovered; 

· the extension of  NFI to new areas with fair processing notification on forms
The organisation can demonstrate a track record of achievement against the outcomes specified in its counter fraud and corruption strategy. 
The organisation’s counter fraud and corruption arrangements take into account relevant requirements and professional guidance relating to money laundering and terrorist financing.

The organisation assesses its counter fraud arrangements and performance against professional guidance, best practice and the findings of its own reviews. It strengthens its systems and procedures in response.



	3. Managing other resources

	Sources of evidence

Sustainable development objectives; planning and monitoring information on environmental impact; asset management strategies and plans; performance information; workforce strategies; HR policies and procedures; training programmes; benchmarking information; IT strategy.

	KLOE 3.1 The organisation is making effective use of natural resources.

	Level 2 – performing adequately
	Level 3 – performing well

	The organisation is developing a strategic approach to reducing the organisation’s impact on the environment, for example:  

· its use of energy, fuel, water and raw materials; 

· reducing the waste it produces, and  reusing and recycling resources;

· reducing its green house gas emissions; and
· increasing biodiversity.
The organisation shows evidence of working with others across its area in developing its strategy.

The organisation is identifying the significant environmental risks it faces, such as potential future changes in climate, and developing plans with key partners to mitigate and manage them. 


	The organisation is implementing its plans to deliver its strategic approach. It is embedding arrangements to reduce its environmental impact and working effectively with partners in developing, implementing and monitoring plans. 
The organisation has reliable information which it uses to monitor its performance and manage progress in achieving its objectives for reducing its impact on the environment.

Early evidence demonstrates that the organisation is on course to reach the outcomes it has set itself, for example: 

· reductions in the use of energy, fuel, water and raw materials;

· reduced its waste and increased recycling and reuse; 
· reducing green house gas emissions; and 
· increased biodiversity.

The organisation considers the environmental impact of its suppliers of goods and services within its commissioning and procurement decisions and is working with them to achieve improvements. 


	KLOE 3.2 The organisation manages its assets effectively and sustainably to help deliver its strategic priorities and service needs.

	Level 2 – performing adequately
	Level 3 – performing well

	Strategies and plans for assets show how assets will be developed to meet priorities, operational and service needs and outcomes for local communities.  
Financial plans support the delivery of asset strategies, either through investment, disposals, transfers, and rationalisation or by more efficient asset use. 
There is managed reduction of high levels of backlog maintenance. 

Capital investment is targeted to achieve best value and maximum effect on priorities, needs and outcomes for local communities.

Policies, decision-making structures and roles underpin the management of assets as a corporate resource.
The organisation has comprehensive information on assets which supports its strategies, and decision-making on investment and disinvestment.

The performance of assets is managed, benchmarked and monitored against targets for improvement.
	The organisation challenges whether all its assets are required, fit for purpose and provide value for money to meet current and future needs.  Under-performing or surplus assets are rationalised or disposed of.
The organisation is improving the performance of its assets to provide buildings that:
· are fit for purpose;
· deliver better access and outcomes for the community;
· improve value for money; and
· mitigate adverse impacts on the environment and prepare for climate change.
The organisation evaluates the best option for significant investment decisions in property developments using option appraisal and whole life costing techniques.

The organisation is developing a strategic approach to working with others, for example, the third sector, local public agencies and community groups, to identify opportunities for shared use of assets, and alternative options for the management and ownership of its assets, to derive wider community benefits.

	KLOE 3.3 The organisation is forward looking at it plans, organises and develops its workforce and information technology to support the achievement of its strategic priorities.

	Level 2 – performing adequately
	Level 3 – performing well

	Workforce strategies reflect strategic priorities and objectives and support the delivery of services.  They address current and future workforce needs in terms of people and skills and are informed by information on workforce size and systematic collection of the views of staff.
HR policies have been established to support good people management including diversity practices and to ensure compliance with equalities and disability legislation. Levels of staff accidents, stress and absence are monitored and minimised. 
Shared action on joint workforce issues is aiding joint working between partners.

Staff costs for high spending areas are benchmarked against other organisations to identify potential areas for efficiency savings.

The IT strategy is aligned with organisational strategic objectives and priorities. IT is used as an enabler of business change and to achieve efficiencies, improve value for money and access to services for users. 

IT systems are managed to provide reliable information with controlled and secure access, to support decision making.
	Plans for the organisation’s workforce are well developed and integrated with service planning in most areas, resulting in few recruitment and capacity problems and minimising the use of agency staff. 
Training programmes are responsive to identified gaps in skills and resourced to meet these and to develop staff.

A strong improvement culture is evidenced by managers and staff identifying and implementing efficiencies and innovations.

Major organisational change is supported by the leadership. It is well managed, achieves good workforce involvement and is effectively supported by IT services.  

Staff costs and productivity are benchmarked against other organisations to identify potential areas for savings.

IT forms an integral part of strategic planning. The organisation uses IT to drive and enable business process re-design to improve both its own efficiency and increase the flexibility of service delivery models, including working with partners. 
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