
Lifting the Burdens Task Force
Review of Financial Management Burdens

final report – recommendations
May 2008

Lifting 
the burdens
task force



Review of Financial Management Burdens 1

Contents

Foreword by Irene Lucas 2

1. Introduction 3

2. Overview of the Review 4

3. Private Finance Initiative 5

4. Value for Money 9

5. Financial Management and Data Reporting 12

6. HM Revenue and Customs 16

Appendices

Appendix A - Summary of Recommendations 18

Appendix B - Acknowledgements 20



2 Review of Financial Management Burdens

Foreword

Dear Chancellor, Chief Secretary to the Treasury and Secretary of State for
Communities and Local Government

The Lifting the Burdens Task Force’s review of financial management burdens is our fifth report. Unlike our previous
reports this is much more thematic in nature and therefore cuts across several Government Departments and
Inspectorates. We decided to do this in order to present a coherent and rounded picture of the nature of financial
management burdens on local authorities. The review is therefore wide-ranging, covering significant investment issues
such as the Private Finance Initiative down to the way in which local authorities make data returns.

The Task Force and local government as a whole recognise the importance and value of robust financial accountability
and information. Good financial management is needed to manage the business of local government, assure the
public that taxes are well spent and inform future government spending plans. But, like financial management
elsewhere, what is important is that controls, information and data add value to decision making in a timely manner
that is clear. This review therefore does not suggest that any activity should stop, but rather puts forward practical
suggestions for how processes can be clarified, streamlined or done differently in order to reduce the burden.

PFI has many advantages as a way of financing service investment. But its complexities take considerable time and
effort to master, and can be off-putting to councils. There are also concerns that the bureaucracy surrounding the
process has tipped from providing robust reassurances and positive risk management to hindering the extent and
opportunities of the value for money that can be achieved from such projects. The aim of our investigations into PFI
and Building Schools for the Future is to reduce any unnecessary bureaucracy that builds in extra cost delays and
uncertainties to the process in order to improve the experience for public and private partners, thus encouraging more
to be involved in PFI projects and achieve greater efficiency.

No report looking into financial management burdens would be complete without looking at the issue of assessment
and audit. We were fortunate that the consultation on Use of Resources and Audit Fees took place during the course
of this review. It is hoped that the final decisions on this will take full account of our review which has built upon the
responses submitted by local government to those consultations to reiterate some of the more important messages
about reducing burdens from future assessment and audit regimes. A copy of this report has therefore also been sent
to the Chairman of the Audit Commission.

Data returns constitute a major part of the burden on local authorities and with Government commitments to reduce
the volume of requests made on the front line, local government is rightly expecting to see beneficial change.
Financial returns are no exception. We put forward some practical suggestions in this report that would allow useful
trimming of bureaucracy in this area.

I would like to express my thanks to all those who have given generously of their time to contribute to this review. I
would particularly like to thank Stephen Jones, Director of Finance and Performance at the Local Government
Association for leading this review on behalf of the Task Force, Tom Whiting of the London Borough of Harrow,
Wendy Marston from Shropshire County Council and John Reed from 4ps for their committed support throughout.
Finally I would like to thank colleagues in HM Treasury, Communities and Local Government, HM Revenue & Customs
and the Audit Commission for the positive and constructive way in which they have engaged with this review.

Irene Lucas
Chairman, Lifting the Burdens Task Force
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1. Introduction and Context

The Lifting the Burdens Task Force is a practitioner body
established in September 2006 by the Rt. Hon. Ruth
Kelly, then Secretary of State for Communities and Local
Government and as of May 2008 is chaired by Irene
Lucas, Chief Executive of South Tyneside Metropolitan
Borough Council. This specific review was led by Stephen
Jones, Director of Finance and Performance at the Local
Government Association and a member of the Lifting the
Burdens Task Force.

The Task Force is charged with undertaking a review of
the bureaucratic burdens that exist as a consequence of
the current relationship between central and local
government. In particular, the Task Force is focusing on
the means by which we might improve and streamline
that relationship in the areas of performance
management and regulation.

To that end the Task Force has initiated a series of
projects examining the nature of the relationship
between individual departments of state and local
government with a view to identifying specific
recommendations for change in the way in which local
services are monitored, regulated and held to account by
sponsor departments. Each project undertakes to identify
those elements of current reporting arrangements and
regulatory requirements that are core to the delivery of
effective and accountable service outcomes and seeks to
specify changes to those arrangements and requirements
that can help both central and local government to
deliver those outcomes more effectively and efficiently.

The Local Government White Paper sets out a clear
vision for the future role of Local Authorities both as
deliverers of modern, relevant and value for money
services and as providers of effective and accountable
leadership for communities. The White Paper sets this
objective clearly in the context of a changed relationship
between national and local government and between
local government and the communities it serves.

“Our aim… is to reduce radically the number of
nationally-required local targets, performance indicators
and reporting, and to replace these with new
opportunities for citizens to hold their local providers
to account for the quality of services”
(Section 6.6. Strong and Prosperous Communities
October 2006).

The practical suggestions for reducing burdens
recommended by the Task Force are not just things that
should stop happening but are also about those things
we can do differently in order to reduce the burden. For
these to work and bring about the reduction in burden
needed they need to be accompanied by a change in
mindset, attitude and behaviour by all the players
involved including central and local government,
Government agencies and Inspectorates. A change in
culture is much harder and takes longer to bring about
than a change in policy but it is essential if we are serious
about sustaining this new relationship between central
and local government.

Several other recent initiatives could have an impact on
the financial management burden on councils. The
Comprehensive Spending Review (CSR) announced three
year grant settlements to span the CSR period
2008-2011 giving councils greater certainty over what
funding will be available, and transferred £4bn from
ringfenced grants to general grant. Government
confirmed its commitment to reduce the number of data
returns requested from front line staff by 30% by 2010.
The inspectorates issued a joint consultation on the
development of Comprehensive Area Assessment. The
Audit Commission consulted specifically on Use of
Resources assessments and inspection fees and issued a
report ‘Positively Charged’ on charging for local public
services. The Public Accounts Committee also produced a
report assessing the PFI tendering process. The changes
needed to government accounting as a result of the
adoption of International Financial Reporting Standards
will also present challenges.

This is therefore an opportune moment for the Task
Force to issue its report, from the practitioner’s
perspective, on these issues and how we feel the current
and future arrangements for financial reporting,
management and assessment can be improved so that
they add value and improve efficiency and effectiveness.
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2. Overview of the Review

There are a number of central government departments
that interact with local authorities in relation to financial
management:

HM Treasury is responsible for formulating and
implementing the Government’s financial and
economic policy

The Department for Communities and Local
Government deals with national policy on local
government in England, what it does, how well it
works and how it is funded. It is the department that
owns most of the financial data returns local
government completes.

HM Revenue & Customs (HMRC) ensures that the
correct tax is paid at the right time. The department’s
main responsibilities with regard to local authorities
relate to VAT and employer compliance.

Office of National Statistics (ONS) is the
Government department responsible for collecting
and publishing official statistics about the UK society
and economy in addition to service based statistics. Its
data may be supplied by local authorities and is used
by local authorities and central government in
determining policy.

The Audit Commission undertakes audit and
inspection of local authorities including an annual use
of resources assessment of how well a council
manages its financial resources. It looks at how
financial management is integrated with strategy and
corporate management, supporting council priorities
and delivering value for money.

The presentation of this review is thematic, cutting
across the financial remits of the departments and
inspectorates mentioned above in order to produce a
rounded view of the financial management burdens
faced by local authorities.

Following consultation with local government the
following four areas of investigation emerged:

• Private Finance Initiative (PFI)
• Use of Resources and Value for Money
• Financial reporting
• Relations with HMRC

During the course of this review the Task Force has
engaged with and gathered evidence from a wide range
of people within local government from the operational
to the strategic, in individual councils through the call for
evidence and collectively from groups such as the LGA
Core Advisors and the various Treasurer Societies, so that
a balanced view of the issues can be taken. A full list of
those who participated is included in appendix B.

The review involved five main strands of activity:

• Review of previous publications – we conducted a
literature review of recent capability reviews,
simplification plans, parliamentary committee reports
and other documents to identify the areas of concern
where we could add most value.

• Consultation with Local Government Association
(LGA) Core Advisors Group – we tested our scope
and recommendations and gained valuable input
from chief financial officers who sit on the LGA’s Core
Advisors Group

• Call for Evidence – We sent this to all local
authorities in England seeking the view of
practitioners as to the biggest financial management
burdens. 27 responses were received from a mixture
of individual councils and networks.

• Local Government Treasurers’ Societies – we
attended meetings of all the various treasurer
societies in order to gain vital input from a wide range
of practitioners.

• Liaison meetings with Government
representatives – dialogue with Government is key
to all Task Force reports. We held two roundtable
meetings with a range of Government colleagues as
well as other bi-lateral meetings to seek their
engagement and support for this review.
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3. The Private Finance Initative

The Task Force received detailed responses covering the
Private Finance Initiative (PFI) and the Building Schools
for the Future programme (BSF) from fourteen local
authorities and, in addition, considered eight other
responses and reports from a variety of sources. A list of
all respondents is attached at appendix B.

The Public Accounts Committee has reported that ‘there
are now 800 contracts with private sector suppliers for
services worth in total £155 billion up to 2032. In order
to achieve value for money, all stages of a project have
to be managed effectively, including the tendering
process, when procuring authorities invite tenders and
select a winning bid for the contract’ (HM Treasury:
Tendering and benchmarking in PFI, sixty-third report of
Session 2006-07).

All parties involved in the PFI process recognise that it is a
complex form of procurement that is rigorous and
lengthy. There are examples of excellent practice in this
area but there are also issues and concerns that need to
be addressed to ensure maximum value for money across
the public sector.

The responses have been investigated by the Task Force
and the key issues fall into three main categories; process
and procedure, financing, and skills.

A. Process and Procedure

Delays

The impact of delays in government department
evaluation and approvals was a concern raised by the
majority of the local government respondents to the Task
Force Call for Evidence. Delays cost everyone money and
in some instances mean that maximum value for money
is not being secured.

One area of excessive delays evidenced by a number of
local authorities and the LGA relates to transport PFI,
specifically the street lighting and highways management
PFI bidding rounds in 2006. The Department for Transport
set Expression of Interest submission deadlines at four
months for street lighting and seven months for highways
maintenance. Although the department considered these
timescales reasonable, some authorities found them
extremely demanding. The Department helpfully allowed
local authorities more time, where needed, for submission
of outline business cases (OBC) but, overall, took far longer
than planned to approve the bids. Local authorities
reported that the explanations given were delays in
evaluation, a change in Ministers and obtaining
Ministerial approval. Although the Department following
its consideration of bids was able to approve much larger
programmes than originally planned, there were some
adverse impacts on local authorities.

These related to increased procurement and project
costs, difficulties with service delivery, business planning,
maintaining market interest and in managing stakeholder
concerns and expectations (e.g. members, staff,
community and media).

Changes to guidance and criteria can cause unnecessary
delay. Waste management has been citied as an area
experiencing significant change, meaning that Waste PFI
authorities have often had to revise their plans or even
start again. A case study used by the LGA Joint Waste
Review Working Group refers to delays resulting from a
request for an extension of an existing Waste Strategy
turning into demands for a fully revised strategy. The
Task Force notes that Defra has responded to feedback
relating to delay and changes of criteria. Their intention
through the establishment of the Waste Infrastructure
Delivery Programme (WIDP) is to accelerate the flow of
projects through the pipeline and speeding up the
approval process. In the latest round of WIDP projects, a
record number of Expression of Interest submissions has
been received, which Defra believes indicates that local
authorities have increasing confidence in the process.

In the case of housing PFI projects, some local authorities
reported that they experienced both delays in approvals
and changing goalposts from additional CLG conditions
being applied during the tendering process. The
Department told the Task Force that the early housing
Pathfinder schemes took longer to procure than
originally anticipated, for a number of reasons including:

• Legal and process issues to be overcome – as PFI was
new in housing

• Inadequate stock condition information
• Stock condition surveys asked the wrong questions
• Poor costing of the information that was available

The Department has responded to these problems by
publishing the Housing PFI Procurement Pack, which
includes guidance, including lessons learnt from the early
schemes, template models and a Treasury approved
standard housing PFI contract. Once schemes are signed
they hold feedback meetings with the local authority and
private sector contractor to pick up on further lessons for
the future and good practice. They report that
procurement times are now coming down.

All parties recognise that local authorities also need to
keep contract changes to an absolute minimum by
ensuring that they are fully prepared before commencing
procurement and have scoped out and costed their
requirements.



6 Review of Financial Management Burdens

Good practice does however exist. One example is
provided by the South Tyneside and Gateshead Building
Schools for the Future (BSF) scheme. This was the first
joint authority scheme to reach Financial Close (FC) in
less than 11 weeks from selected bidder to FC and 17
months from OJEU. This ‘impressively fast procurement’
was aided by standard documentation and joined up
support from Partnerships for Schools and the
Department for Children, Schools and Families and 4ps.

The Public Accounts Committee report on PFI provides
evidence that an increasing consequence of delays, for
example from lengthy tendering times, is that bidders are
not always coming forward. The proportion of projects
attracting only two viable bids has doubled from 15% in
2003 to 33% in 2006. This is viewed as potentially
anti-competitive. New entrants to the market need to be
encouraged in order to increase competition amongst
advisors.

The Task Force Call for Evidence data suggests that the
set up costs involved in PFI procurement can range from
0.6% to 5.5% (average 3.4%) of the total PFI credits
awarded. The disparity in part relates to the economies
of scale which are enjoyed by larger PFI projects, however
the costs of advice are substantial and increase with
delays. This is substantiated by the Public Accounts
Committee which states that the advisor costs equate to
an average of £3 million per procurement, and further
that delays to PFI projects have cost the taxpayer at least
£67 million1.

Recommendations:

Local Authorities’ evidence to the Task Force clearly
showed that delays in the PFI process lead both to
unnecessary costs and loss of opportunity. However,
Government Departments appear to be aware of these
issues and have taken various steps to improve matters.
We recommend that sponsoring Government
Departments and Agencies should:

1. Document and publish in advance preferred
timetables for departmental evaluation and
approvals, including where appropriate an indication
of the value of projects likely to be supported, as
part of the route map of key project milestones;

2. Only make changes to guidance and criteria to PFI
projects already undergoing negotiation when the
benefits are clearly greater than any difficulties
caused;

3. Ensure that local authorities feedback to central
Government any lessons learned from PFI programmes
to help improve practices for the future.

Clarity of roles

Local Authorities have provided the Task Force with
evidence of a greater level of centralisation, interference
and control by departments in the PFI process.
Departments appear increasingly to want involvement in
project management and procurement issues, but no
explanation is given of how such involvement would
improve value for money but avoid confusing
accountabilities. For example, Local Delivery Plans are
often required for scrutiny, and the composition of
Project Boards is being dictated.

Recommendations:

4. The Treasury should clearly define the role of central
government (and non-Departmental bodies) in local
authority PFI around:
- awarding PFI Credits to local authorities based on

objective and transparent criteria
- supporting the development of best practice and

standards,
- supporting the development of markets, capacity

and skills.

B. Financing of PFI

Affordability Gap

In order to succeed, PFI projects need to be affordable to
the local authority. Departments’ policies on PFI support
vary, and it is accepted that mechanisms for capital
rationing may need to be applied. However, the
consequence may be that investment brings with it
significant ongoing financial burdens for an authority.
DEFRA applies a rationing policy, because of the large
pool of local authorities that could potentially attract
support, and limits waste management PFI credits to
50% of the capital cost. The Department accepts that
there are substantially increased revenue costs in this
area that need to be addressed alongside the capital cost
of PFI funding, but believes that its rationing
methodology makes sense for the waste sector. The scale
of affordability gap as provided to the Task Force by the
LGA ranges from £480 million to £4 billion.

There is also some evidence to suggest that overcoming
the affordability gap is now becoming a concern for
authorities involved in the BSF programme. PFI credits are
allocated to BSF schemes by applying a multiplier to
capital expenditure. This multiplier has increased from
1.3 pre-BSF to 1.65, greatly reducing the contribution
needed by the local authority. DCSF told the Task Force
that experience of the early wave projects suggests that
local authorities are making additional contributions to

1. Public Accounts Committee’s report (63rd report of 2006-07 session)
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projects to maximise the once in a life time strategic
investment being offered, and acknowledged that local
authorities are working with schools to ensure that the
long term affordability of the project is assured.

Ultimately, affordability gaps can distort investment
priorities and lead to poor overall use of resources. It is
recognised that this is not a straightforward problem to
solve, but greater openness and consultation on possible
solutions would help.

Recommendation:

5. Government Departments and Agencies should
consult with local authorities about how the
objectives of a programme are best achieved where
capital support has to be rationed.

Changes to accounting rules and regulations

The introduction of International Financial Reporting
Standards (IFRS) that are likely to result in most PFI
transactions being brought on balance sheet are causing
concerns:

• There is evidence that this has already resulted in
delays in government department decision making;

• Central government funding for future PFI and
non-PFI capital projects may be reduced due to the
adverse impact on government department capital
budgets, public spending and public sector net debt;

• It is likely that local authorities will have to re-visit the
accounting treatment of existing projects. This will
represent a significant burden.

The proposed changes to the Minimum Revenue
Provision regulations for local authorities by CLG are
welcomed as for most PPP/PFI projects there will be no
difference on the Income & Expenditure Account
between off and on balance sheet treatment for local
authorities.

Recommendations:

Departments and Agencies, working with CIPFA, should:

6. Recognise the potential impact of the new
accounting rules and manage the transition in order
to avoid delays in government department decision
making. The Treasury has a particular role here in
providing clear guidance on how changes to
accounting standards impact on Government
accounting.

7. Maintain capital funding levels regardless of balance
sheet treatment.

Advisor costs

External consultants bring with them a great deal of
welcome expertise to the PFI process but they can be
costly. Care needs to be taken that, in managing external
consultant support, the consultants are financially
incentivised to deliver value for money over the longer
term, rather than simply to do as much work as possible
on the immediate project at hand. We note that HM
Treasury’s 2003 publication ‘PFI: meeting the investment
challenge’ proposed an accreditation system of public
sector advisors, which would hold information on the
quality and price of advisors. We understand that for a
number of reasons, including legal issues, this approach
has not been pursued. We suggest that improved fee
benchmarking opportunities should be looked at which
would allow local authorities to benefit from the
experiences of others. The Task Force notes that
Partnerships for Schools (PfS) have legal, financial and
technical adviser framework for use by local authorities.
PfS monitors bid and out-turn costs on an annual basis
and uses this information as appropriate to inform local
authorities.

Recommendation:

8. The Government should improve the quality of its
generally available guidance on the management of
professional advisors, including making fee
benchmarking information available where possible.

C. Skills and Capacity

All parties involved in review of local authority PFI consider
the development of public sector capacity and skills to be
essential. There are examples of procurement ‘excellence’
in local government, for example Leeds City Council has
a dedicated PFI procurement unit which efficiently and
effectively uses internal expertise. However, many smaller
councils cannot afford to set up similar units and require
more support. This suggests that the local government
sector may need to consider how, for example through
the top-slice funding for IDeA and 4ps, and the
improvement funding devolved to Regional Improvement
Efficiency Partnerships, support to engage effectively in
PFI projects might be provided to address this problem.

Some comments made to the Task Force in response to
our call for evidence suggested that Government
departments were under resourced to evaluate projects
in a timely way and there is a high turnover of staff. This
was said to lead to situations where relatively junior and
inexperienced civil servants with no commercial background
were engaging with much more senior and experienced
counterparts at local authorities, bidders and advisors.
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The evidence did not, though, enable the scale of this
issue to be assessed.

Recommendations:

9. Central government should ensure that it maintains
levels of skill and capacity that are sufficient to
deliver, economically and efficiently, the objectives of
its PFI programmes. The central expertise offered by
Partnerships UK is welcome but Departments need
to do more to ensure their internal capacity is
maintained.
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4. Value for Money

Discussions with local authorities identified a burden,
given their experience to date of self assessment, audit
and inspection, in their delivery of Value for Money
(VfM). The processes for external value for money
assessment are led by the Audit Commission, which
offers authorities an optional tool for self assessment,
known as the VfM tool. The concerns local authorities
raised have been investigated by the Task Force and fall
into four broad categories:

A. Inspection Burden and Self Assessment

Local authorities have been concerned over the costs
associated with the self assessment and inspection of
value for money each year by the Audit Commission. To
assess this, the Task Force investigated the following
questions:

• The costs associated with the regulatory process
around value for money each year and the extent to
which these costs were associated with a burdensome
element of the process i.e. those costs in excess of
what a local authority would normally do to manage
value for money.

• Whether local authorities undertook self assessments
each year and whether they considered this process to
add value to their management of value for money.

Nearly all the local authorities taking part in the call for
evidence were able to quantify their costs in relation to
the regulation of value for money. These estimates were
based on the management time associated with the
process. Estimates of the cost of this ranged between
£5,000 per year in a smaller Authority to £40,000 in
some larger authorities. It is estimated that nationally this
amounts to around £3 million2. Within this, authorities
submitting evidence to the Task Force identified a
significant burdensome element although not all were
able to quantify the associated cost.

The Task Force also investigated the level of audit fees
associated with Use of Resources more broadly. These
ranged from £15,000 per year in small authorities to
over £100,000 per year in larger authorities. This
represents a potential cost to the sector of nearly £10
million3. The Audit Commission has recently consulted
on levels of fees for the next three years. The Task Force
is pleased to note that, following this consultation, the
Commission has decided to make some substantial
reductions in fees from the levels originally proposed.

It is important to note that the Key Lines of Enquiry
(KLOEs) for the value for money theme are more subjective
than others in the Use of Resources judgement. Audit
Commission guidance states that the self assessment for
value for money is not compulsory, however all the
authorities who responded said they undertook value for
money self assessments each year as part of the audit of
Use of Resources. Therefore, although it is not compulsory,
it appears that the process has a burdensome element as
authorities feel as though they must undertake self
assessment.

Each authority agreed that the management of value for
money within the authority was a critical part of
managing their business. A number of authorities found
the process of self assessment each year a value adding
process to undertake and helped them to take stock on
their value for money performance and management
processes.

Concerns were raised however that the process is
focused too much on process and not enough on
outcomes and that where authorities have good
practices of their own in place the self assessment
becomes a burden because it sits outside of their other
good management practices.

B. Duplication with the National Indicator Set

Local authorities were concerned that the indicators and
analysis in the VfM tool represented an additional set of
data that would be used for regulatory purposes outside
of the National Indicator Set. To assess this, the Task
Force investigated the following questions:

(1) Whether local authorities saw duplication
between inspectorates with analyses of performance
through performance indicators and a separate
analysis of value for money through Use of
Resources.

(2) Any other burdens that authorities could identify
in the reporting and inspection of value for money.

A number of the local authorities who responded agreed
that there is duplication and contradiction arising from
different inspection processes looking at performance.
The White Paper set a clear direction that value for
money should be at the heart of the performance
management regime. The duplication arises because
authorities will have a set of discussions with
inspectorates about their performance and a separate
discussion with inspectorates about their performance in

2. Based on 0.004% of net revenue expenditure of local authorities (approximately £75 billion)
3. Based on 0.0125% of net revenue expenditure
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a value for money context. This duplicates not just the
preparation and submission of data but the process of
working with separate inspectorates to explain and
interpret the data. In addition other inspectorates make
judgements about value for money when making
assessments of services.

Recommendation:

10. The Audit Commission should ensure that, under
CAA, duplicative discussions and reporting on value
for money are avoided.

C. Value for Money Benchmarking

The Task Force investigated the following questions
arising from local authorities’ concern over the Value for
Money Profile Tool used by the Audit Commission:

• Whether Local Authorities used the VfM tool as an
input to their own processes for managing value for
money.

• Whether the VfM tool met the needs of the local
authority for benchmarking and therefore whether
the use of the tool by the Auditors represented a
burden.

• Improvements that could be made to the tool.

The VfM tool was introduced by the Audit Commission
to help authorities understand value for money and to
provide useful benchmarking information.

Nearly all the authorities who responded used the VfM
tool and those who did not had now become aware of it
and were about to start using it for benchmarking
purposes and as part of their service planning and
performance management processes.

A number of authorities agreed that the VfM tool
contains very useful information which can be used for
benchmarking their costs and performance and which is
an important part of their service planning and
performance management processes. But some felt that
they conducted more sophisticated benchmarking of
value for money and that in these cases the VfM tool
became a burden, because it was not fit for purpose to
meet their needs. In particular this is the case where
authorities use the more extensive CIPFA data which is
available. This issue was of particular concern where
authorities felt that their auditors were measuring them
against the VfM tool. In these cases the VfM tool, self
assessment and subsequent discussions became a
burden as they did not focus on the good benchmarking
processes that some authorities believe they have in
place.

According to Audit Commission guidance the VfM tool is
only an input or a guide to auditors in the management
of VfM and auditors should be using and assessing other
mechanisms that authorities have in place where
appropriate. The responses to the task force highlight
inconsistent practice among auditors in their
interpretation of this, with some authorities believing
that the VfM tool is the sole information source used by
auditors.

In summary, a tool that was introduced to help
authorities has become a burden where auditors are
relying on it too heavily to form judgements and where
authorities have more sophisticated arrangements in
place.

A number of issues with the VfM tool itself were
highlighted which concern local authorities as to
whether it is fit for purpose:

• Finance data is out of date as it is based on RA
estimates from the previous year. It would be
preferable to use more up to date RO data.

• Inconsistent practices adopted across local authorities
around re-charging overheads makes comparisons
difficult. It is recommended that guidance in these
areas is clarified.

• Levels of detail in the tool are inconsistent e.g. there is
a breakdown of Education spend but a single line for
Children’s Services.

• Significantly more detailed benchmarking information
is available from CIPFA.

• A wider basket of performance indicators could be
matched against budgets such that the indicators
used give a more complete view of spend against the
budget in question.

• Other denominators are sometimes applicable e.g. the
costs for a central London borough may be driven by
visitor numbers as much as by resident numbers.

Recommendations:

11. Auditors should be given clear guidance that they
should use the VfM benchmarking data that local
authorities have in place, except where they do not
believe that there are adequate arrangements in
which case they should rely on the VfM tool.

12. The Audit Commission should work with local
authorities and CIPFA to develop an improved VfM
tool that meets local authorities’ basic needs
without attempting to duplicate more sophisticated
benchmarking processes that are sometimes
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adopted. The following amendments could be
made:
a. More up to date finance data to be used in the

profiles. For example the profiles published in
summer 2007 used RA data from April 2006
looking ahead to 2006/07. Two alternatives are
possible:
i. The profiles are published using the RA data

submitted April 2007 looking ahead for
2007/08 as this data is available at the time
of publication

ii. The profiles are published using RO data for
2006/07 which will be more accurate

b. Guidelines concerning the allocation of
overheads should be clearer.

c. A more consistent breakdown of service
headings. For example the RA/RO forms
currently have one heading for Children and
Families and six headings for Central Services.

13. The self assessment process should focus more on
outcomes and less on processes and should be
based on the VfM data that the local authority
collects through an improved VfM tool and through
other sources, where the local authority has robust
arrangements in place.

D. Use of Resources

A large number of authorities and bodies fed back their
views about the burden of the proposed new Use of
Resources judgement as part of the Comprehensive Area
Assessment (CAA). It is not intended to repeat all of the
points here as detailed responses were sent into the
Audit Commission’s consultation on Use of Resources
which closed in February 2008 and the Audit Commission
is now considering their response. However, a number of
key summary points require attention:

• The Lifting the Burdens Task Force hopes that the
Audit Commission will take on board the strength of
the suggestions submitted by local authorities on Use
of Resources and think carefully about how the audit
can be made more proportionate and less costly.

• Further development of the Use of Resources
framework should take place working with local
authorities and key representative bodies rather than
just ‘other inspectorates’ so as to create a more
meaningful assessment framework.

• It was an intention of the Local Government White
Paper to lift the burden of inspection. The current
proposals for Use of Resources do not achieve this
aim and instead lead to a significant increase in the
intensity and scope of the framework. There is
significant concern about the increase in scope of the

Use of Resources judgement to include many former
aspects of the Corporate Assessment. This represents
a significant additional burden and level of regulation
if it is to be assessed on an annual basis. The Task
Force hopes that the Commission’s next iteration of its
CAA proposals will fully address this issue.

• The proposals for the new Use of Resources
judgement were supposed to come into effect on 1st
April 2008 with the first judgements in autumn 2009.
Local authorities are concerned that this gives
insufficient time to embed the significant changes in
ways of working that are required and that the links
with Comprehensive Area Assessment in 2009 are as
yet unclear. The Task Force suggests that the risk of an
over-burdensome outcome should be addressed
through positive stakeholder engagement on the
Commission’s part, including sharing the results of the
CAA action learning sets.

• It is unclear from the proposed changes what the
rationale is for the new framework is. In particular it is
unclear why natural resources is included in the
framework in this form when a national approach to
climate change and sustainability has not been clearly
articulated. It is not clear that management of natural
resources is best covered by auditors.

Recommendation

14. The Audit Commission should further develop the
Use of Resources framework in association with local
authorities and key representative bodies so as to
create a more meaningful, proportionate and less
costly assessment framework.
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5. Financial Management and Data Reporting

This section focuses on some specific issues raised by
councils concerning financial management; in particular
the barriers to income generation and capitalisation, and
the wider issue of data and how it is reported and
shared. The key issues fall into five categories; income
generation, capitalisation, specific grants, access to data
and data returns.

A. Income generation

The Government has been encouraging councils to take
more innovative approaches to income generation
schemes and granted councils the legal power to charge
for a range of discretionary services in 2003. Yet councils
in our call for evidence feel they are still coming up
against a series of barriers that prevent them from
exploiting this power fully. For example, building control
fees, land charging, licensing, planning fees are all set
centrally and only allow councils to recover costs rather
than make a profit. Centrally set fees do not have the
flexibility to take into account local circumstances and
therefore create perverse outcomes such as Westminster
City Council incurring a deficit in relation to the 2003
licensing act of £5m – the equivalent of 10% of council
tax. There is also an illogic to the setting of fees centrally
particularly for services which operate in the open
market where councils should be able to operate on the
basis of higher cost, higher quality product rather than
the situation at present which could result in fees being
increased when demand reduces and vice versa.

The Audit Commission’s report “Positively Charged”
published in January 2008 aimed to help councils
improve their use of charges and put forward a series of
recommendations to central and local government to
enable this to happen. It highlighted the point that
centrally imposed restrictions limit the flexibility for
councils to use charges to meet local challenges. It goes
on to say that the rationale for such restrictions is not
always clear to the council or the public. It therefore
recommends that Government “reviews the rationale for
national charging frameworks including nationally set
fees and consider the effectiveness of national
frameworks in achieving their objectives and their impact
on council’s flexibility to use charges to meet their local
objectives.”

The Task Force would endorse this recommendation as a
means to simplify and clarify the policy. Where the local
authority is a monopoly provider, there is a case for
controls, but this might be achieved for example by a
duty on the local authority to demonstrate it is not
making excessive profits, but where there is a clear open
market then councils should be able to price freely in
accordance with the market.

Recommendations:

15. The Government should simplify and clarify the
policy on income generation by local authorities

16. The Treasury should encourage all Government
departments to act on the Audit Commission’s
recommendation to review restrictions on charges
and nationally set fees.

B. Capitalisation

The timing of the process for capitalising costs was raised
by several respondents to our call for evidence as
creating an unnecessary burden and not helping with
effective financial management. The consensus was that
the timing of the gate 2 approval comes too late in the
day to action alternative funding options. If a council
assumes the benefit of capitalisation in its budget and
then eventually receives a reduced direction then it may
not have sufficient budget; if no such assumption is
made then decisions made in the absence of a direction
may have been sub-optimal, delaying service
improvement for residents or increasing council tax by
more than was necessary.

In the interests of promoting sound financial
management it would be more effective to have a more
real time decision making process around capitalisations,
so that authorities are not burdened with underspends
and overspends late in the year. A more regular gate 2
approval of capitalisations would therefore provide scope
for fine tuning that would aid effective financial planning
and enable those authorities with early submissions to
proceed while providing a process later in the year for
addressing later submissions. The Task Force accepts that
applications will need to be made in a disciplined and
timely manner and that the Government is likely to
continue to ration capitalisation so it would be for
Government to specify which applications would be
eligible for a quarterly decision rather than an annual
decision and to profile how much could prudently be
authorised each quarter. However our clear view is that a
speedier decision making process, providing greater
certainty for local authorities, is ultimately less
burdensome overall than the present system.

Recommendation:

17. HMT and CLG should develop an improved model
for approving capitalisations within existing annual
limits to promote more effective financial
management.
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C. Specific Grants

Councils were telling us that they often felt the cost of
complying with external audit certificates was
disproportionate to the amount of grant, or the value of
changes from the grant process was outweighed by the
cost of auditing. According to the Audit Commission the
number of grants requiring audit had grown over the
years from 90 to 192 which increased the cost in audit
fees to councils from £9m to £26m. Since then the Audit
Commission has been challenging government requests
for audit, particularly of smaller grants, in an attempt to
encourage greater consistency of approach when it
comes to requests for audit. The introduction of a
£100,000 threshold helped reduce the number of
specific grants requiring audit down to 43 from 2008,
saving councils £7m/year according to the Audit
Commission, but the issue of consistency within
Government when requesting audit still remains.

The introduction of Area Based Grant in April 2008
should also contribute to reducing the burden of
accounting and auditing for specific grants. £4bn has
been moved out from specific ring-fenced grants into
general grant which gives councils the flexibility to spend
the money on local priorities. As a general grant, local
authorities will no longer be required to make separate
financial returns detailing how they have spent their ABG
allocation, instead councils will record ABG as a single
line in their published accounts. The Local Area
Agreement (LAA) operational guidance and ABG general
guidance both state that, “authorities will not be
required to provide any additional information other
than that provided in their statutory accounts, statistical
returns and Whole of Government Account returns.”

The Task Force supports this move towards increased
flexibility and reduced bureaucracy. The Task Force would
want to ensure that the new accounting and reporting
regime delivers a significant reduction in burden on the
ground and operates in line with the COUNT principle
(Collect Once Use Numerous Times) where local
authorities only report information once to government.
Moving forwards the Task Force would like to see
continued effort to unring-fence grants, further
increasing flexibility and reducing burdens on local
government.

Recommendations:

18. CLG with HMT to work towards further reductions
in ring-fencing of grants, to allow more money to be
moved into the area based or formula grant.

D. Access to data

Public service provision today depends largely on
partnership working between local authorities and other
public sector agencies, which means jointly planning
service delivery and managing performance, it is
therefore more important than ever to share information
between partner organisations and central government
to make this way of working as effective and efficient as
it can be and ensure local area agreements deliver
effective services that meet local needs.

Greater use of data sharing can also contribute to
reducing the burden of requests for information from
individuals and organisations and can result in substantial
efficiencies and savings, greater citizen convenience,
reduced fraud, improved opportunities for the most
disadvantaged and a lesser burden on businesses. Many
of these arguments have been well rehearsed in previous
reports such as the Varney Report on public sector
transformation in 2006 and the Ministry of Justice’s data
sharing review in February 2008. However, recent
examples of public data going missing and the
assumption that sharing data is not permissible under
the Data Protection Act means organisations have
become more reluctant to share data.

There are also various technical issues that hamper safe
and effective data sharing between central and local
government that have to be overcome. A DWP working
group is looking into this issue from the benefits point of
view but the introduction of changes has,
disappointingly, been delayed.

The Task Force feels that there is potential for far greater
information sharing between and within public sector
organisations for public benefit, for example:
administrative records belonging to central government
departments on tax and welfare benefits; pensions; NHS
records and national insurance registration. All these
contain information of great potential for improving local
policy development and service provision, particularly in
the areas of council tax and housing benefit allocations,
verification of entitlement to social care concessions,
debt collection and targeting information to residents.

There is widespread confusion and frustration in local
authorities with the perceived obstacles to data sharing.
In response to this CLG are working to produce a guide
to the sharing of council tax data by June 2008 and are
conducting some research into the good practice and
innovation around personal data sharing between local
partners and what the challenges are around this and
how they can be overcome.
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The aim is to produce a tool that will help address the
cultural and legal barriers to data sharing which inhibit
the delivery of improved personalised public services and
help local authorities and their partners determine
appropriate information sharing. The Task Force looks
forward to the outcome of this initiative and would urge
other government departments and public sector
organisations to adopt a similar sense of proportionality
in the safe sharing of data. The clear potential for benefits
to citizens, efficiencies, more effective service delivery
and improved partnership working needs to be realised.

Recommendations:

19. Government to ensure that the maximum public
benefit for minimal public risk is gained from sharing
data.

E. Data returns

In addition to the national indicator set there are at
present approximately 400 other data returns4 (not
including old BVPIs) that local government completes
and sends to central Government. Some of these data
returns include old BVPI data and others are used in part
to collect information that will underpin the data required
for new national indicators, but the vast majority provide
additional statistical and financial information. The local
government white paper says that in addition to the
national indicator set “there will be a need in some cases
for local authorities to report limited additional information
to central government on information collected for the
management of the national economy and the operation
of the local government finance system.” Equally the
Comprehensive Spending Review announcement in
October 2007 committed Government to reducing the
number of data returns departments request from the
front line (all public services not just local government)
by 30% by 2010.

To this end CLG are leading an exercise within government
to enable departments go through their returns and
delete those or the parts of those returns that are no
longer required to be collected centrally. It is the Task
Force’s view that this exercise must both be conducted in
conjunction with local government and include a review
of all financial data collected. As was pointed out two
years ago in the PriceWaterhouseCoopers (PWC) review
of local government financial statistics, there is a multiplicity
of overlapping financial information arrangements in
operation which cost English local authorities an estimated
£10m a year to complete; areas of duplication and
inefficiency and ‘none of the central government forms
were ones that local authorities use to manage their

activities.’5 The Task Force notes that the Government
has not made clear whether or when it intends to
implement the recommendations in the PWC review.

The feedback from councils is that in certain circumstances
they are unclear as to why they are being asked to provide
certain information and then receive no feedback as to
what has happened to the data once it has been submitted,
leading to a perception of burden. To avoid this, the Task
Force would recommend that an explanation of the
purpose behind every data collection or information
request is made clear up front and then the results of
any data analysis are shared with local government.

The call for evidence asked councils to identify the most
burdensome financial data returns, they are:

• Revenue Outturn Suite (RO)
This return has much overlap with the Statement of
Accounts, Whole of Government Accounts, Section
52 outturn and PSSEX1 but with subtle differences in
definitions that lead to confusion and inconsistencies.
The SAR return is noted as being particularly
burdensome. The timing of the return also poses
difficulties coming as it does before the section 52
return and at the same time as closure of accounts. It
is also felt that it goes into too much detail in areas
where spend is minimal.

• Whole of Government Accounts (WGA)
The duplication with RO and Statement of Accounts
was again raised as an issue, with councils unsure as
to why the WGA was a separate return in addition to
the RO. The return is of no value to councils internally
and requires a lot of work for very little benefit, as it is
largely replicating in a form convenient to
Government information that is part of the statutory
accounts.

• Section 52
The level of detail and specificity required about how
the money is spent effectively means that the Section
52 budget return acts as a control rather than a
reporting mechanism. There is duplication between
the Section 52 outturn return, which is completed
according to the principles of ‘Consistent Financial
Reporting’ and the RO1 which needs to be addressed
under the COUNT principle. It is a highly complex and
time consuming return which requires a lot of
intricate work and the purpose it serves nationally is
unclear. Following the PWC report referred to above,
we understood that there was going to be a pilot
between DCSF and CLG on the scope for combining
the two returns. It is not clear whether any progress
has been made on that.

4. www.communities.idea.gov.uk/c/12404/wiki/wiki-display.do?backlink=ref&id=505698
5. Price Waterhouse Coopers report on local government financial statistics for HM Treasury and the DCLG, May 2006 p29
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• PSSEX1
Councils need unit costs to manage the business but
PSSEX1 isn’t good enough and isn’t serving local needs
at present. There is duplication with the RO and Self
Assessment Statement and considerable scope for
differing interpretations, ambiguity and inconsistency
which undermines the return’s usefulness for
benchmarking or incentivising efficiency. Three
councils in the South East, West Berkshire, Hampshire
and Kent have been working as part of their Regional
Centre of Excellence on developing a much simpler
PSSEX1 form based on contract prices which would
be worth the Information Centre and CIPFA working
group considering as part of their review of the return.

Concerns around duplication and definitions were also
expressed about the wages and salaries information,
capital outturn returns and Statement of Accounts.
Whilst the Statement of Accounts is the statutory
accounts of a local authority rather than a national
statistical return, the issues of duplication, complexity
and definitions are still a real and a practical burden on
the ground for local authorities. It would therefore be
reasonable to expect greater alignment of the WGA and
RO with the Statement of Accounts. The Task Force
acknowledges the work that CIPFA is currently
undertaking as part of the transition to IFRS, to review
the Statement of Accounts and guidance such as the
Best Value Accounting Code of Practice (BVACOP) as this
will provide a real opportunity for CIPFA and government
departments to ensure definitions in the WGA, RO and
Statement of Accounts are aligned, which will help to
reduce the burden of completing the forms.

It is interesting to note that our findings echo those in
the Price Waterhouse Coopers report on local government
financial statistics for HM Treasury and the DCLG, namely:

• Some of the measures within these returns do not
provide useful information to local authorities and are
therefore seen as a burden;

• The timing of these returns causes a burden especially
when returns require analysis before the year end
return and final analysis is complete;

• The returns often ask for a level of detail that is out of
proportion to the amount of money in question and
there is considerable overlap between these financial
returns.

• The similarities and duplication between in three main
financial reports (RO, SoA, WGA) is seen by councils
as unnecessarily complex, confusing and inefficient.
The Task Force would therefore like to see a clear
resolve from Government to eliminate the duplication
and streamline the returns

The fact that the same issues are still being raised two
years later seems to suggest that very little seems to have
been done to take the PWC report forward and make a
noticeable impact on the ground. We would therefore
encourage CLG and HMT to implement the roadmap set
out in the report as a way in which to help meet the
Government’s commitment to reducing the number of
data returns central Government requests of all front line
services by 30% by 20106.

In the Task Force’s discussion of these issues with
government stakeholders, it was suggested that a key to
simplification might be the introduction of a faster
reporting timetable for local authorities, on the lines of
the ‘faster closing’ initiative implemented for the
publication of Government departments’ Resource
Accounts. The Task Force would support such an
approach if the timescale proposed was reasonable and
if it was accompanied by the clear prospect of significant
burden reduction. As the PWC report noted, a
partnership approach to this issue is essential if both
central and local government are to develop a better
understanding of each other’s information needs, and
develop returns that provide useful information to both
parties. This in turn will create better buy-in and thereby
improve the quality of the data. There should be a
regular review process to co-ordinate any changes to
financial data returns to ensure maximum impact,
consider any new requests and ensure that demands
related to out of date policy initiatives are eliminated.

Recommendations:

20. CLG to ensure all government departments explain
the purpose of each data return or information
request they issue and make the results available to
local government.

21. HMT and CLG to introduce, in consultation with
local government, a faster reporting timetable for
local authorities to enable the simplification and
merger of the WGA and revenue outturn returns.

22. HMT and CLG to work in partnership with local
government to implement the road map identified
in the PWC report

23. CLG to consider some sort of joint mechanism with
local government to co-ordinate, review and
approve any future changes to financial returns.

24. CLG, DCSF and DH to prioritise completing their
work in relation to merging S52 outturn return and
RO and reforming the PSSEX1.

6. Better Regulation Executive: Public Sector Strategy 2007
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6. HM Revenue and Customs

A. HMRC Restructuring

The main responsibilities of local authorities to HMRC
relate to VAT and employer compliance. HMRC has
differing methods of working with different sizes and
types of councils. Larger councils are in general dealt
with by HMRC’s Large Business Service whereas smaller
councils are dealt with by local compliance units. There
are good reasons for this organisational arrangement,
but the split responsibility can make inconsistency of
treatment more likely. Following a review, HMRC is
undertaking a further restructure to create a Public
Bodies Sector to be set up in April 2008. This will cover
local authorities; universities; government departments
and Non Departmental Public Bodies; health bodies
including NHS and Primary Care Trusts.

Under the new structure “large and complex” authorities
(of which there are 70) will have an allocated relationship
manager. The Varney report on the administration of tax
for larger businesses sets a target of 40% of these “large
and complex” authorities to move to a more light touch
relationship. Achieving this change successfully depends
on reducing the complexity and risk of error within local
authorities. The criteria for “large business” will remain
as they currently stand, covering matters such as tax
throughput, number of employees and compliance risk,
but this may be reviewed in the coming years.

All other local authorities will be supported by a national
team which can draw on specialist expertise for complex
issues such as PFI, land tax or stamp duty. HMRC will
work on the detail of the new relationship with local
authorities in consultation with CIPFA.

B. Supporting Local Authorities in correctly
handling tax issues

The main causes of risk in local authorities complying
with tax requirements are:

• legislative and administrative complexities
• weak internal controls leading to high error rates
• inadequate understanding of tax risks and their

financial significance for the authority

Local authorities that address these issues will minimise
their level of risk and require much less intervention from
HMRC.

HMRC is seeking to apply a customer focused approach
in dealing with all taxpayers. The department needs to
ensure that this approach is applied to local authorities,
just as it is to individual customers and private sector
business customers. In doing this, the Department would
better appreciate the environment within which the local

government sector operates. This is generally low risk in
relation to employer compliance matters but can be high
risk in relation to VAT, principally because of the
complexity of the law.

There are also particular risks associated with schools.
Local Authorities have limited control over their
transactions but are ultimately liable for their errors.
Further risk of a similar nature has been added through
the City Academies programmes since local authorities
are facilitating and liable for the risk attached to
non-compliance but have no control over their
operations.

C. Low awareness of VAT requirements amongst
central and local government policy makers

The VAT implications of Government policy are not
thought through early enough. For example, the
contingency for VAT that was factored into the original
planning of the Building Schools for the Future
programme was insufficient, so unexpected costs have
arisen – although we understand that all non-recoverable
VAT liabilities can now be covered within the
programme’s funding. HMRC has faced the difficult
position of having to apply the law in the context of
other public sector policies developed without proper
appreciation of tax issues. This can produce government
that is anything but joined up, and leave local authorities
exposed to a tax risk that is of central Government’s
making. Some progress is being made in the area of PFI
as HMRC is working with CLG to produce tax guidance
for PFI projects, but it is patchy.

A further complex issue is in local level financial
partnership such as through LAAs or council/PCT pooled
funding. The tax system accommodates the legal status
of partnership but is not well designed to adapt to the
kind of collaboration between public sector bodies that it
is now Government policy to promote. Examples include
issues related to the transfer of land in joint working
between local councils and Primary Care Trusts.

D. Section 33(2) Partial Exemption Limit

Section 33 of the VAT Act 1994 contains special
provisions that form the basis on which Councils can
reclaim VAT. The practices that have been developed to
apply this policy are seen by some councils as potentially
discriminatory, because they do not operate uniformly
across the UK. Furthermore, they impose a significant
administrative burden. Councils have to demonstrate
that they avoid breaching a de minimis limit and the
severe tax consequences that apply if they do not
succeed in doing this lead to distortions in behaviour.
Typically Councils do not have the skills to manage this
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issue effectively in-house, and employ external tax
advisors, often at very high cost.

HMRC has recognised that the complexities of applying
this test to each local authority should be addressed. The
policy underlying Section 33(2) allows for insignificant
amounts of VAT exempt activity to be disregarded.
HMRC are considering a change of approach in future to
apply this test at the level of the local authority sector as
a whole, as there is clear evidence that, in practice,
exempt supplies run overall at an insignificant level.

Recommendations:

25. HMRC should take steps to test with local
authorities whether the changes it is making
through the creation of the new public bodies sector
are achieving the desired customer focus, and report
to the LGA on this.

26. HMRC and HM Treasury should take steps to
increase awareness of tax issues amongst policy
makers elsewhere in Government. Steps to check
that new policies do not carry unintended tax
consequences within the public sector should be a
matter of routine. Additional tax liabilities on local
authorities resulting from new policies should be
treated as a ‘new burden’ and fully funded by
central Government.

27. HMRC’s review of the operation of Section 33(2)
VATA 1994 so that it more closely reflects the
structure of local government across the UK is
welcomed by councils, and when Ministerial
decisions have been reached they should be
communicated as soon as possible to local
authorities.
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Appendix A
Summary of Recommendations
1. PFI

1. Document and publish in advance preferred
timetables for departmental evaluation and
approvals, including where appropriate an indication
of the value of projects likely to be supported, as
part of the route map of key project milestones;

2. Only make changes to guidance and criteria to PFI
projects already undergoing negotiation when the
benefits are clearly greater than any difficulties
caused;

3. Ensure that local authorities feedback to central
Government any lessons learned from PFI
programmes to help improve practices for the
future.

4. The Treasury should clearly define the role of central
government (and non-Departmental bodies) in local
authority PFI around:

- awarding PFI Credits to local authorities based
on objective and transparent criteria

- supporting the development of best practice
and standards,

- supporting the development of markets,
capacity and skills.

5. Government Departments and Agencies should
consult with local authorities about how the
objectives of a programme are best achieved where
capital support has to be rationed.

6. Departments and agencies working with CIPFA
should recognise the potential impact of the new
accounting rules and manage the transition in order
to avoid delays in government department decision
making. The Treasury has a particular role here in
providing clear guidance on how changes to
accounting standards impact on Government
accounting

7. Departments should maintain capital funding levels
regardless of balance sheet treatment

8. The Government should improve the quality of its
generally available guidance on the management of
professional advisors, including making fee
benchmarking information available where possible.

9. Central government should ensure that it maintains
levels of skill and capacity that are sufficient to
deliver, economically and efficiently, the objectives of
its PFI programmes. The central expertise offered by
Partnerships UK is welcome but Departments need
to do more to ensure their internal capacity is
maintained;

2. Value for Money

10. The Audit Commission should ensure that, under
CAA, duplicative discussions and reporting on value
for money are avoided.

11. Auditors should be given clear guidance that they
should use the VfM benchmarking data that local
authorities have in place, except where they do not
believe that there are adequate arrangements in
which case they should rely on the VfM tool.

12. The Audit Commission should work with local
authorities and CIPFA to develop an improved VfM
tool that meets local authorities’ basic needs
without attempting to duplicate more sophisticated
benchmarking processes that are sometimes
adopted. The following amendments could be
made:
a. More up to date finance data to be used in the

profiles. For example the profiles published in
summer 2007 used RA data from April 2006
looking ahead to 2006/07. Two alternatives are
possible:
i. The profiles are published using the RA data

submitted April 2007 looking ahead for
2007/08 as this data is available at the time
of publication

ii. The profiles are published using RO data for
2006/07 which will be more accurate

b. Guidelines concerning the allocation of
overheads should be clearer.

c. A more consistent breakdown of service
headings. For example the RA/RO forms
currently have one heading for Children and
Families and six headings for Central Services.

13. The self assessment process should focus more on
outcomes and less on processes and should be
based on the VfM data that the local authority
collects through an improved VfM tool and through
other sources, where the local authority has robust
arrangements in place.

14. The Audit Commission should further develop the
Use of Resources framework in association with local
authorities and key representative bodies so as to
create a more meaningful, proportionate and less
costly assessment framework.
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3. Financial Management and Data Returns

15. The Government should simplify and clarify the
policy on income generation by local authorities

16. The Treasury should encourage all Government
departments to act on the Audit Commission’s
recommendation to review restrictions on charges
and nationally set fees.

17. HMT and CLG should develop an improved model
for approving capitalisations within existing annual
limits to promote more effective financial
management.

18. CLG with HMT to work towards further reductions
in ring-fencing of grants, to allow more money to be
moved into the area based or formula grant.

19. Government should ensure that the maximum
public benefit for minimal public risk is gained from
data sharing.

20. CLG to ensure all government departments make
clear the purpose of each data return or information
request they issue and then makes the results
available to local government.

21. HMT and CLG to introduce, in consultation with
local government, a faster reporting timetable for
local authorities to enable the simplification and
merger of the WGA and revenue outturn returns.

22. HMT and CLG to work in partnership with local
government to implement the road map identified
in the PWC report

23. CLG to consider some sort of joint mechanism with
local government to co-ordinate, review and
approve any future changes to financial returns.

24. CLG, DCSF and DH to prioritise completing their
work in relation to merging S52 outturn return and
RO and reforming the PSSEX1.

4. HMRC

25. HMRC should take steps to test with local
authorities whether the changes it is making
through the creation of the new public bodies sector
are achieving the desired customer focus, and report
to the LGA on this.

26. HMRC and HM Treasury should take steps to
increase awareness of tax issues amongst policy
makers elsewhere in Government. Steps to check
that new policies do not carry unintended tax
consequences within the public sector should be a
matter of routine. Additional tax liabilities on local
authorities resulting from new policies should be
treated as a ‘new burden’ and fully funded by
central Government.

27. HMRC’s review of the operation of Section 33(2)
VATA 1994 so that it more closely reflects the
structure of local government across the UK is
welcomed by councils, and when Ministerial
decisions have been reached they should be
communicated as soon as possible to local
authorities.
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Philip Bostock
Chief Executive, Exeter City Council

Eamonn Boylan
Deputy Chief Executive, Manchester City Council

John Coughlan
Director of Children’s Services, Hampshire County
Council

Carolyn Downs
Chief Executive, Shropshire County Council

Michael Frater (former chairman)
Chief Executive, Nottingham City Council

Moira Gibb
Chief Executive, London Borough of Camden

Stephen Jones
Director of Finance and Performance, LGA

Andrew Lightfoot
Deputy Chief Executive, Blackburn with Darwen Borough
Council

Irene Lucas, chairman
Chief Executive, South Tyneside MBC

Janet Russell
Director of Environment, Transportation and Property,
Kirklees Metropolitan Council

In researching and drafting this report we are indebted to the assistance and submissions given by the following
colleagues and organisations:
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