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THE FIFE COUNCIL - STANDARDS, AUDIT AND RISK COMMITTEE — BLENDED
MEETING

Committee Room 2, Floor 5, Fife House, North Street, Glenrothes
22 August 2024 10.00 am - 11.40 am

PRESENT: Councillors Dave Dempsey (Convener),Tom Adams,
Lesley Backhouse, John Beare, Al Clark, Lynn Mowatt (substituting for
Councillor Sarah Neal), Gordon Pryde and Ann Verner.

ATTENDING: Eileen Rowand, Executive Director Finance and Corporate Services,
Elaine Muir, Head of Finance, Pamela Redpath, Service Manager -
Audit and Risk Management Services, Laura McDonald, Information
Compliance Manager and David Thomson, Customer Experience
Lead Officer, Customer and Online Services; Helena Couperwhite,
Manager - Committee Services, Wendy MacGregor, Committee
Officer, Committee Services and Fiona Smyth, Data Protection Officer,
Legal and Democratic Services.

APOLOGIES FOR Councillors Aude Boubaker-Calder and Sarah Neal.
ABSENCE:

106. DECLARATIONS OF INTEREST
No declarations of interest were submitted in terms of Standing Order No. 22.
107. MINUTE

The committee considered the minute of the meeting of the Standards, Audit and
Risk Committee on 28 June 2024.

Decision
The committee agreed to approve the minute.
108. COMPLAINTS UPDATE

The committee considered a report by the Executive Director - Communities,
providing an update on complaints closed between 1 April 2023 and 31 March
2024 (performance and information).

Decision
The committee:-

(1) noted the report detailing complaints received and the complaints responded
to in target timescales and the proportionality of Service complaints; and

(2) requested a briefing note for members on the process for monitoring and
responding to complaints submitted on the Council's social media sites.

Councillor Lesley Backhouse joined the meeting during consideration of the above item.
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110.
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INFORMATION REQUESTS ANNUAL REPORT 2023-24

The committee considered a report by the Head of Customer and Online Services
providing the annual report detailing requests for information received in terms of
the Freedom of Information (Scotland) Act 2002 (FOISA): the Environmental
Information (Scotland) Regulations 2004 (EIR) and the GDPR/Data Protection Act
2018 (DPA).

Decision

The committee:-

(1) noted the workload arising from managing information requests;
(2) noted the performance detailed in the report; and

(3) inrelation to the review of the Elected Members Enquiries Procedure for Fife
Council Staff detailed at Appendix 1 to the report, requested a briefing note
on the review process, timescales for completion of the review and route for
approval in terms of Governance.

DATA PROTECTION OFFICER ANNUAL REPORT

The committee considered a report by the Data Protection Officer, for the period

1 April 2023 — 31 March 2024, highlighting key Data Protection performance
statistics for Fife Council, providing an overview of major developments in relation
to data protection law and practice and summarising Fife Council’s data protection
priorities for the next three years.

Decision
The committee:-
(2) noted the 2023/24 performance detailed in the report;

(2) noted the overview of major developments in relation to data protection law
and practice and the approach planned to meet these within Fife Council,

(3) noted the data protection priorities outlined for Fife Council for 2024 — 2027,
and

(4) agreed that workshops would be held at all Area Committee meetings for
elected members, to raise awareness of data protection considerations
when undertaking constituency work and participating in Council and
Committee meetings.

Councillor Lynn Mowatt joined the meeting during consideration of the above item.

111.

REGULATION OF INVESTIGATORY POWERS SCOTLAND (RIPSA) ACT 2000

The committee considered a verbal update by the Data Protection Officer on the
exercise of regulatory powers in compliance with the Regulation of Investigatory
Powers (Scotland) (RIPSA) Act 2000. During the period 1 April 2023 to 31 March
2024, one incident had been recorded, where the Council had to request the use of
surveillance in terms of RIPSA powers.
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Decision
The committee noted the verbal update.
STANDARDS, AUDIT AND RISK COMMITTEE WORK PLAN
The committee considered a report by the Executive Director, Finance and
Corporate Services for the committee’s consideration of the workplan for future
meetings of the committee.
Decision
The committee noted:-
(1)  the contents of the report and workplan; and
(2)  that the meeting scheduled for 30 October 2024, would be cancelled if the

Fife Council and Charitable Trusts Annual Accounts were submitted to the
meeting on 30 September 2024.



Standards, Audit and Risk Committee

30 September 2024
Agenda Item No. 4

BEST VALUE CORPORATE SELF-ASSESSMENT

Report by: Ken Gourlay, Chief Executive

Wards Affected: N/A

Purpose

To bring forward a corporate self-assessment report which demonstrates how Fife
Council is delivering on Best Value requirements.

Recommendation(s)

The committee is asked to:-

1. note the first annual self-assessment of how Fife Council is delivering Best
Value; and

2. agree to the report being made publicly available via the best value section of
the Council’s performance pages Best Value | Fife Council

Resource Implications

None

Legal & Risk Implications

Failure to comply with best value.

Impact Assessment

An EqlA is not required as this report does not propose any changes to policies or
services.

Consultation

Council Executive Team, Senior Officers, Cross Party Leaders Group and the
Council’s External Auditors have been consulted on the development of this report.


https://www.fife.gov.uk/kb/docs/articles/about-your-council2/council-performance/audit-and-inspection/best-value

1.0 Background

11

1.2

1.3

1.4

Best Value was introduced on a voluntary basis in 1998 and became a
statutory duty following the Local Government in Scotland Act 2003. The Act
places a duty on all Councils to secure Best Value, which is about ensuring
that there is good governance and effective management of resources, with a
focus on continuous improvement, to deliver the best possible outcomes for
the public.

Changes were introduced in 2022 to how Best Value is assessed and
reported to improve the exchange of ideas and data, as appropriate. Now,
external auditors - appointed nationally - review aspects of Best Value and
delivery in all councils across Scotland every year

Fife’s previous Best Value Review was produced in 2018. Over the period
2022-2027, Audit Scotland will publish Best Value Audit Reports focusing on
specific councils.

Fife Council is included in the list of councils that have been identified for
review in 2024/25, and will be subject to a Controller of Audit report in
February 2025.

2.0 Best Value Corporate Self-assessment

2.1

2.2

2.3

2.4

2.5

2.6

As part of the Annual Audit in 22/23, Azets, our External Auditors, noted that
Fife Council could do more to demonstrate compliance with statutory
performance reporting requirements around SPI2: Demonstrating Best Value.

In June 2024, CET agreed to the introduction of an annual report which
provides a corporate self-assessment across best value themes. This is part
of a wider programme of ongoing work to improve planning and performance
reporting to respond to audit recommendations.

This report provides an overview of how Fife Council is doing on each of the 7
aspects of best value, including improvement activity that has been
undertaken or is planned, and how the council is responding to
recommendations from both internal and external audit and assessments.

We've also developed a focused set of Best Value Performance Indicators
(BVPIs), to help to assess on an annual basis how well we are doing as an
organisation in delivering best value to our communities.

Assessing performance against target for 2023/24, 9 of the core set of 16 best
value indicators have a green RAG status, 3 are amber and 4 are red.

These help to demonstrate that Fife is delivering on its duty of best value, with
improvements in effective use of resources in financial management and
planning and assets, as well as in the themes of fairness and sustainability. It
also highlights that budget constraints and increasing cost pressures are
putting Council finances and staff under strain which impacts on customer
responsiveness.



3.0 Next steps

3.1 The report is for internal management purposes and to demonstrate the
Council’s commitment to continuous improvement in delivering best value to a
range of stakeholders, including elected members, the public and our external
auditors.

3.2 Fife Council will be subject to a Controller of Audit report in February 2025.
This will draw on information which has been collected through previous annual
audits, including the best value thematic reviews of leadership (22/23) and
workforce innovation (23/24), and this corporate self-assessment.

3.3 We will report on any improvement activity and how we have responded to
recommendations arising from the Annual Audit 23/24 and Audit Scotland’s
Controller of Audit report (February 2025) in the 24/25 Best Value Corporate
self-assessment in September 2025.

REPORT CONTACT:

Coryn Carmichael, Research and Insight Manager

APPENDIX 1
Fife Council Delivering Best Value 2023/24



Report prepared by
Fife Council Research & Insight Team
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Final Report
September 2024

BEST VALUE




Introduction

Best Value was introduced on a voluntary basis in 1998 and became a statutory duty
following the Local Government in Scotland Act 2003.

Best Value is about ensuring that there is good governance and effective management of
resources, with a focus on continuous improvement, to deliver the best possible outcomes
for the public.

From 2022, the way in which Best Value is reported for Councils changed.

As part of the Annual Audit, external auditors now report annually to the Audit Commission
on specific best value themes.

This year, workforce innovation is the focus for the best value thematic audit.

This new national approach is intended to facilitate the exchange of ideas and performance
data across councils, as well as offering a detailed analysis of a specific aspects of work.

It also offers us the opportunity to introduce more regular corporate self-assessment to
inform that process and, perhaps more importantly, to encourage ongoing dialogue around
best value across services at key points in the year.

This report is our first corporate self-assessment report. It considers how we are measuring
up against the Best Value Themes and is presented as a prompt and discussion piece to
inform service discussions on best value more locally.

This year the assessment has been carried out by the Council’s Research and Insight Team
and is based on existing data and evaluation already gathered for audit purposes. Next year,
the process will expand to draw on wider reviews and involve leaders and partners more
directly.

Feedback on this report and the future process is encouraged. Please email
research.enquiries@fife.gov.uk

Fife Council — Delivering Best Value 1 September 2024
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Purpose of this report

Local councils are under pressure with increasing demand for services, a real-terms
reduction in funding, combined with high inflation and rising interest rates. Faced with these
pressures and spending constraints it is essential that councils secure best value in
procurement and demonstrate they are indeed securing and delivering best value.

Best Value was introduced on a voluntary basis in 1998 but is now a statutory requirement
with the Local Government in Scotland Act 2003 placing a duty on all Councils to secure
Best Value. This matters because Best Value is about:

This

Ensuring good governance

Managing resources effectively

Focusing on improvement

And, most important of all, delivering the best possible outcomes for local people.

report provides a self-assessment and reflection on Fife Council’s practice and

progress over the last 12 months in relation to the Best Value Themes:

1.

2.

Vision and leadership

Governance and accountability
Effective use of resources
Partnerships and collaborative working
Working with communities
Sustainability

Fairness and equality

This self-assessment has been informed by a range of sources including:

audit and inspection,

committee papers,

review of the annual code of corporate governance, and
community feedback.

1 Section 2 — Best Value Themes - Best Value: revised statutory guidance 2020 - gov.scot (Www.goV.Scot)

Fife Council — Delivering Best Value 2 September 2024
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1. Council vision and leadership

What is required?

In achieving Best Value, a local authority will be able to demonstrate the following:

e Members and senior managers have a clear vision for their area that is shared
with citizens, key partners and other stakeholders.

e Members set strategic priorities that reflect the needs of communities and
individual citizens, and that are aligned with the priorities of partners.

e Effective leadership drives continuous improvement and supports the
achievement of strategic objectives.

How are we doing?

Leadership was the focus of last year’'s annual Best Value thematic work, covered in all
council Annual Audit reports published in Autumn 2023. Our external auditors, Azets,
concluded that Fife Council has appropriate arrangements in place to demonstrate Best
Value under each reported area of the 2022/23 Best Value thematic review of Leadership.

A number of key leadership developments that were planned for 2023/24 have since been
delivered:

1.1 Plan for Fife 2024-27

Following three-year review work in 2023/24, Fife Partnership Board (FPB) agreed the 2024-
27 focus would remain on the existing recovery and renewal priorities.

Our ambitions

Focus for

Opporfurities for al 2021-24

Thriving places Community
20[?_ Wealth Building

Leading economic recovery
M-Mgfmﬂx and jobs Tackling poverty and

preventing crisis

C«nmnnl-{"j-ld services Addressing the
climate emergency

The review was informed by the findings of the Fife Strategic Assessment 2024, and the
Our Fife Leadership Summits which helped us develop clearer shared commitments with
our partners around strategic change priorities: no wrong door, working for place, community
wealth building and health and wellbeing.

In August 2024, Fife Partnership approved some changes to partnership governance
arrangements to improve focus and delivery of current priorities. Particular attention will be
on the strategic change and reform required to support the design and development of future
services and the changes required to respond to Fife priorities, national shifts, and social
and financial pressures.

Fife Council — Delivering Best Value 3 September 2024
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1.2 Elected member training and development

A revised approach to elected members on-going professional development and training
which identified and expanded mandatory areas of training was agreed in December 2023.
Democratic services are now working with committee chairs and elected members to
encourage them to complete the mandatory elements. An elected member working group
on training and development has been established.

1.3 Decentralisation

A review of decentralisation and the role of Area Committees focussed on physical place-
making services such as green space, street, property, housing, and town centre
development. Cabinet Committee agreed a set of actions on 30th November 2023 for
improving area-based working and decentralisation. This involves organisational
arrangements for greenspace management, development of an improved approach to
community asset transfer, identifying process improvements and ownership information,
and creating a stronger place focus and leadership for local community plans. These
improvements will support the effectiveness of place working and the role and influence of
Area Committees.

1.4 Change planning

3-year change planning focuses on delivery against the Plan for Fife strategic priorities and
the Council’s strategic change agenda for No Wrong Door, place-based delivery and digital
enablement. Services have a 3 year vision and annual priorities that also take account of
the overall budget assumptions. Change planning is an iterative process and will both
inform, and be informed by, the developing business cases for No Wrong Door and digital
enablement and supports medium term financial and workforce plans. In recent years our
medium-term financial strategy has minimised workforce reductions and we have not had to
apply formal Council-wide workforce reduction measures.

Service Change Planning is refreshed annually with Services asked to consider their forward
change plans and where they can target performance improvement, manage their budgets
more efficiently, or where budget savings need to be met. It considers:

e Asis —where the Directorate is now
e To be —what the future will look like and
e Why - the benefits and impacts for services in line with the Plan for Fife.

Support and resource are in place to help managers prepare and develop change planning
and it runs concurrently with the budget process and workforce planning.

1.5 Organisational structure

Following the appointment of a new Chief Executive in June 2023, a review of the Council’s
organisational structure was completed in April 2024.

As a first step, a new Place Directorate was established, the Education and Children’s
Services Directorate was remodelled to establish a focused Education Directorate and a
reset Communities Directorate including Children’s Services and Criminal Justice and new
leaders were appointed. These changes respond to the strategic change agenda and
support the priorities and focus on people and place going forward.

Fife Council — Delivering Best Value 4 September 2024
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Fife Council
Management Structure e e

Vacant € Heather Honeyman James Ross Lynne Garvey
Head of Business ‘;‘ Assessor '} = W Head of Children, Families ;. Head of Community Care
& Employability = " @ & Justice X3 Services
g "™ Chief Social Work Officer o
Angela Logue John Rodigan Elaine Muir ' Paul Vaughan Z%  Jilian Torrens
Head of Education Head of Environment » =i Head of Finance #9 Head of Communities & - ™ Head of Complex
(Early Years & Primary) & Building Services = ‘./ Neighbourhoods . & Critical Care Services
Maria Lloyd ( Tarig Ditta 4 Sharon McKenzie Diarmuid Cotter Lisa Cooper
W Head of Education 3‘ Head of Facilities Head of Human Resources Head of Customer & Online é’ Head of Primary &
N (Secondary & ASL Services) Management Services L_JI Preventative Care Services
Pam Ewen Charlie Anderson John Mills Fiona McKay
W Head of Planning v Head of Business -\l Head of Housing Services Head of Strategic Planning,
’ * Technology Services (BTS) <! 1 \ Performance
b & Commissioning

# Alan Paul . Lindsay Thomson Craig Waddell Audrey Valente
Head of Property Services =l Head of Legal & Democratic Corporate Development IS =3 Chief Finance Officer
5 Services Service Manager :
Nigel Kerr 3 Les Robertson Val Millar Jennifer Rezendes
Head of Protective Services o o Head of Revenue Policy & Communications Principal Social Work Officer
- & Commercial Services

-

John Mitchell
(* J Head of Roads &
) Transportation

What’s ahead?

Fife’s public services need to be fit for the future, sustainable and delivered with communities
if inequalities are to be addressed and life chances boosted for all.

The Council is progressing organisational change and reform to support the whole system
change and the Plan for Fife points through its four strategic change priorities: ‘no wrong
door’ for people & family support services, building community wealth, health & well-being
and working for place. In addition, the Council continues to consider its approach to digital
opportunities and the need to continue to make progress on efficiencies.

A blueprint for a new Greenspace Service has been developed which will see greenspace
functions across the Council brought together to form a new Greenspace Service. The new
Service will see a more community facing, joined up approach to strategic investment and
operational delivery.

From 2024, change themes will be reflected in Annual Service Review Reports and
integrated into a revised approach to service planning in 2025.

A three-year programme of public service collaboration, together with further Leadership
Summit engagements with partners, will prepare the ground for the next 10-year plan for
Fife in 2027. Through the collaborative programme, partnership improvement activity will
happen at scale in a number of priority areas: maximising life chances through progressive
recruitment, community wealth building through procurement, and sustainable places.

Fife Council — Delivering Best Value 5 September 2024
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2. Governance and accountability

What is required?

In achieving Best Value, a local authority will be able to demonstrate the following:

e A clear understanding and the application of the principles of good governance
and transparency of decision-making at strategic, partnership and operational
levels.

e The existence of robust arrangements for scrutiny and performance reporting.

e The existence of strategic service delivery and financial plans that align the
allocation of resources with desired outcomes for the short, medium and long
terms.

Fife Council is responsible for ensuring that its business is conducted in accordance with
the law and proper standards, that public money is safeguarded and properly accounted for
and used economically, efficiently, and effectively. Fife Council also has a duty under the
Local Government in Scotland Act 2003 to make arrangements to secure continuous
improvement in the way in which its functions are exercised. In discharging this
responsibility, elected members and senior officers are responsible for putting in place
proper arrangements for the governance of Fife Council’s affairs and facilitating the effective
exercise of its functions which includes the management of risk.

In discharging this overall responsibility, Fife Council has approved and adopted a Code of
Corporate Governance, which is consistent with the principles and reflects the requirements
of the CIPFA/SOLACE? Framework (CIPFA Delivering Good Governance - Guidance for
Scottish Councils 2016). The Code summarises how the governance arrangements for Fife
Council (and it’s group entities) address the requirements of the Code.

The Council is made up of 75 elected members across 22 wards with the Scottish Labour
Party forming a minority administration. Clir David Ross is the Leader of the Council. Six
strategic spokespeople cover broad portfolios of Council services, linking with Executive
Directors.

Elected members SNP 34

7 5 O 000 Q Labour ()
.... . Liberal Democrats

:::: :: Conservative o

22 wards 0000 00 Independento

By-election pending O Scottish Labour Party & Scottish Co-operative Party o

The Council’s structure of governance is based on a Cabinet Committee and four Council
service area themed scrutiny committees. The Cabinet Committee plays a key role in
governance and decision making. The function of the Cabinet Committee is to set the
strategic and policy direction of the Council and take all major policy and resource decisions
on its behalf.

2 Chartered Institute of Public Finance & Accountancy/Society of Local Authority Chief Executives and Senior Managers
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The Council also constituted a Standards, Audit and Risk Committee (SARC) which has the
delegated authority to support the Council in its responsibilities for risk management,
governance, and control. The SARC seeks assurance that an effective system of risk
management and internal control is maintained. The SARC also has a role in the application
of standards matters across the Council, and the Council’s performance in complaints and
freedom of information.

How are we doing?

The Annual Governance Statement, which accompanies the Annual Accounts,
demonstrates that Fife Council has put in place appropriate management and reporting
arrangements to enable it to satisfy itself that its approach to corporate governance is both
adequate and effective in practice, and can greatly mitigate risks to achieving its objectives.

Our annual review of the local code of corporate governance helps us identify areas for
improvement on an annual basis through corporate and directorate action plans. In 2023/24,
we revised our Corporate Governance Framework to ensure that it is fit for purpose,
enhancing the approach with the introduction of a new Local Code of Corporate Governance
Checklist comprising 91 statements directly linked to the CIPFA Delivering Good
Governance Framework and related Scottish Guidance.

Completion of the Checklists by each directorate and the ALEOs provides a comprehensive
source of assurance, helping to identify areas of good practice that can be shared, as well
as areas requiring improvement (at a directorate and corporate level). Good progress has
been made in delivering on the improvement actions identified last year, and progress on
actions from previous year are picked up in the relevant sections of this report.

In addition to revised standing orders being approved in June 2023, the Council approved
a revised List of Committee Powers in May 2024. This document clarified elements of the
role and remits of Committees and their membership but did not make substantive
changes to the structure. The current Committee structure is as follows:

Fife Council
L J) |

Area Committees

(ommmm ) 1 | 1

Scrutiny & Audit Committees [ Levenmouth ][ North East ] [ South & West ]( City of Dunfermline ]

West Fife Area
l l l Common Good Sub
Environment, Finance, Economy People &_
Transportation & Climate & Corporate Communities Sub Committees
Change Scrutiny Services y y
Standards, Pensions
Audit & Risk I | [ ]
A als Sub Appointments Education Education
[ s [ Sub ] [ Appointments Sub Appeals Sub

Partnership Boards Common Good & Trust Emergency Sub I tigating Sub
Regulatory Committees (Fife Licensing Board, Fife Partnership [ vaatasnt Bab bl fos nvestigating Su
& Boards Board, P, UB, Educational Trusts)

[ [ I |

Planning - West Planning - Fife Planning Rates Appeal Regulation & Community Empowerment
& Central North East Review Body Licensing Act Review

Elected members work closely with senior officers and partners to develop strategic,
thematic and local community delivery plans and monitor progress against them. New
training has been introduced for elected members, including mandatory elements. An
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elected member working group on training and development has been established.
Political leaders meet regularly to discuss issues at the Cross Party Leadership Group and
we use cross party groups to develop key strategy and policy. We have an experienced
leadership team, strong working relationships and a culture of positive engagement with
elected members.

Area committees and Cabinet allocate council resources in line with agreed priorities and
performance is regularly reported to the same groups, and to scrutiny committees. Area
Committees are an integral part of Fife Council’s decision making and governance
framework. As part of the Council’'s commitment to decentralisation, they ensure that policies
and services are responsive to the needs and wishes of communities. In addition to specific
local decision-making responsibilities, Area Committees can scrutinise local delivery of
services and shape wider priorities, policies and programmes.

Our annual review of the local code of corporate governance helps us identify areas for
improvement on an annual basis through corporate and directorate action plans. The
approach was enhanced during 2023/24, with the introduction of a new Local Code of
Corporate Governance Checklist comprising 91 statements directly linked to the CIPFA
Delivering Good Governance Framework and related Scottish Guidance. Completion of the
Checklists by each directorate and the ALEOs provides a comprehensive source of
assurance, helping to identify areas of good practice that can be shared, as well as areas
requiring improvement (at a directorate and corporate level).

Progress on actions from previous year are picked up in the relevant sections of this report.

Governance of Trusts and arms length external organisations (ALEOSs)

Fife Council is also responsible for confirming effective corporate governance arrangements exist
within its other group entities. This includes:

Business Gateway Fife (BGF)

Fife Sports and Leisure Trust (FSLT)
Fife Coast & Countryside Trust (FCCT)
Fife Golf Trust (FGT)

Fife Cultural Trust (FCT)

Business Gateway Fife has recently reviewed its operating systems and structures to enhance
performance measures, including work to homogenise grant processes, creating an efficient and
agile approach to service delivery. The organisation has reworked its assets to allow for joint
working with Scottish Enterprise and has updated the Enterprise Hub in Glenrothes to reflect the
needs of business customers. The Board has reviewed key risks and mitigation measures in the
last 12 months.

The ALEOs have regular performance sessions on Service Level Agreement delivery and have
been reviewed and updated. Annual reports have been modified and further changes are being
made for coming years to allow more time for scrutiny.

What’s ahead?

Following approval of revised committee and officer powers, a draft scrutiny protocol has
been developed by an officer working group and in discussion with the chairs of the four
strategic scrutiny committees. Financial regulations were also approved in May 2024.

A number of improvements were made to the Council’s fraud governance arrangements
during 2023/24 - including a new standalone Whistleblowing policy - however further
development is planned during 2024-25.

Fife Council — Delivering Best Value 8 September 2024
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3. Effective use of resources

What is required?

In achieving Best Value, a local authority will be able to demonstrate the following:

e It makes best use of its financial and other resources in all of its activities.

e Decisions on allocating resources are based on an integrated and strategic
approach, are risk-aware and evidence-based, and contribute to the achievement
of its strategic priorities.

e It has robust procedures and controls in place to ensure that resources are used
appropriately and effectively, and are not misused.

e It works with its partners to maximise the use of their respective resources to
achieve shared priorities and outcomes.

The Council has in place a number of components for the effective management of its
resources.

These include a Medium-Term Financial Strategy, a Capital Strategy, a Procurement
Strategy, a Risk Management Strategy, a Workforce Strategy which sets out the vision for
the workforce for the period 2022-25 (Our People Matter), and a refreshed approach to
workforce planning, which is designed to be more agile and responsive and will relate to and
assist the current service planning approach (Service People Plans and in development a
Corporate People Plan). There are also a range of HR Policies.

The Council’'s approach to Digital Services is being developed and delivery of this work is
monitored through the Council’s Digital Portfolio Board and there is further oversight via the
Reform and Recovery Board.

In addition, Services have maintained and updated Directorate Business Continuity Plans,
and these inform the ICT Systems Recovery Plans which are documented and subject to
regular testing and updating.

3.1 Workforce/Staff

Each year, there is a more detailed focus on a particular aspect of best value. This year the
focus for the best value thematic audit is Workforce Innovation. This and previous reports
from our external auditors will be available here: Best Value | Fife Council

How are we doing?

. 1 5,753 © Full Time

16-24 [Jl5.74% Age
25-34 JREEEE

FTE Employees 10,378 35-44 23.59%
Part Time 45-54 27.07%
0
peicetiel | NG gt ==
dle 4719 (30.0%) 65+ [2.21%

The Council’'s workforce strategy, Our People Matter (OPM) 2022 - 2025, sets out our
ambitions and our commitment to providing a working environment in which employees can
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make an optimized contribution to delivering sustainable services, the Plan for Fife and other
agreed priorities. It aims to promote a positive culture, good leadership, inclusive
experiences, development opportunities and support for employee wellbeing.

A self-assessment process is undertaken annually both at corporate and directorate level to
assess maturity/progress against delivering the strategy and improvement actions are
identified. OPM progress and actions are reported annually to the Reform Board and
Cabinet, and a mid-term review was conducted to assess strengths and areas for
improvement.

Our workforce strategy works in a complimentary way with our workforce planning approach
and we are strengthening the links to service change planning to ensure that our workforce
capacity and capability meets our organisational needs now and in the future.

Workforce planning is directly influenced by a range of factors including service change
planning, transformational change work, service delivery requirements and workforce
priorities such as reducing absence, employee development. We have refreshed our
approach to workforce planning, accompanied by the launch of real-time data tools around
the workforce profile including leavers and new starts information.

Workforce planning at a service level is happening alongside service change planning, to
ensure we have staff with the right skills in place to deliver our priorities. The data from the
Service People Plans has enabled the development of corporate workforce planning priority
themes. These themes direct corporate activities to support strategic workforce planning
activities.

A revised approach to managing absence was approved by the Cabinet Committee on 29
June 2023, which included the creation of an Attendance Support Unit to help reduce
absence levels Council wide. A recent report to the Scrutiny Committee in June 2024
provided a performance and improvement update on the Attendance Support Unit and the
strategy to improve attendance management.

Results of the Health, Safety & Wellbeing survey (January 2024) informs work to address
areas for improvement and tackle issues such as work-related stress, physical well-being
and health and safety compliance. Since the last survey in 2022, there have been moderate
improvements in a range of areas, and we will continue to build on those improvements. Our
Heartbeat survey monitors employee engagement and tells us what our employees are
thinking and feeling about work. The second survey ran late Spring 2024.

Resourcing challenges have been evident in recent years, impacted by external factors
including the pandemic. Recruitment continues to be an area of challenge, however, the
ongoing work to address these challenges is leading to improvements.

The approach to blended working is well established, however, there is further work to be
done to extend flexible working opportunities for the whole workforce. A strong culture and
focus on support for employee wellbeing exists both corporately and within services who
have developed their own initiatives to meet the specific health, and wellbeing needs of their
teams.
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What’s ahead?

Engagement will take place later this year on a refreshed OPM (2025-2028) and the
development of a Corporate People Plan (for the same period) which will use the key insights
from the Service People Plans to set out the actions we will take to address current and
future gaps in our workforce capacity and capability.

Work will be progressed to develop the maturity of both our corporate and service approach
to workforce planning, including understanding and scoping future workforce needs. We will
continue to support the identification and development of leadership development activities
within Services, including the First Line Managers Development Programme.

Delivery of our recruitment strategy will continue with a strong focus on innovative
approaches to progressive recruitment such as our Life Chances model, which enters its
next phase of implementation following the pilot period, to fully embed the model across Fife
Council. We will continue to look at our more established initiatives such as our Workforce
Youth Investment fund and how we can use this funding to target areas identified in service
people plans. We will continue to work closely with our community planning partners and
our established employability initiatives.

The Attendance Support Unit’s work will continue with the aim of reducing absence. Work
will focus on early engagement with employees who are absent from work due to sickness,
managerial compliance and manager upskilling. The creation of attendance management
induction training for new managers/employees and the provision of attendance data for
managers should all help towards increasing managers' confidence to manage absence
effectively. The ASU will continue to engage regularly with leadership teams across the
Council to identify new innovative ways to reduce absence and drive cultural change.

Results from the 2024 Heartbeat survey show a 12% increase in response rates. There has
been an increase in positive responses to the 12 statements which cover self, team,
community and organisational leadership. Analysis will be undertaken to identify what
Council-wide actions can be taken to enable improvement. Work will also be undertaken at
a service/directorate level to identify and action improvement activities.

3.2 Asset Management

We need to ensure that we have the right assets in place to support future needs and
priorities. We also need to meet our climate change and net zero obligations. Our asset
management strategy is based on the principles of improving efficiency (doing more with
less); the effectiveness of our activities (achieving better outcomes); and improving leverage
through driving inclusive growth and working in partnership. It supports and aligns with the
Plan for Fife and the Scottish Government Infrastructure Investment Plan for Scotland (11P).

How are we doing?

We have completed the reconfiguration of our office estate for blended (hybrid) working
through our Workstyles Programme. This approach combined upgrading facilities, with the
provision of technology and terms and conditions. It supported the closure of two major office
buildings, with significant revenue savings for the Council.
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In supporting the Council’s Capital Plan and the Plan for Fife, we work across a number of
areas, many of which provide benefits across multiple themes and sectors. This includes
targeted action plan to achieve Net Zero. Highlights include:

e Capital programme - the new Dunfermline Learning Campus will accommodate two
new secondary school buildings, and accommodation for our business and broader
communities. It will welcome pupils in August 2024.

e Care villages - Methil Care Village opened in September 2023, it typifies our integrated
intergenerational approach, with nursery facilities, a care home and housing provision in
carbon efficient buildings on a single site.

e Council Housing - Our work involves upgrades to our existing housing stock as well as
the Affordable Housing Programme (AHP). This work contributes across a wide range of
our objectives including net-zero, resilience, and community wealth building.

e Decentralisation - We have been working to support our area committees and our
communities in the provision of property for community groups through subsidised
leases. This has included improvements to the way we interface with the public and
improved information flow.

What’s ahead?

We will continue the move to a smaller network of integrated community and operational
facilities, that contribute to Place and Community Wealth Building. Collaboration and sharing
will fundamental. We will seek to capitalise on opportunities for wider asset rationalisation
and service integration with our public sector partners, in support of the Building No Wrong
Door agenda. Key projects to support these objectives include:

e NHS Fife staff will be sharing space in our offices. This will support efficiencies in building
use as well as Collaboration/No Wrong Door.

e We will seek to implement further improvements to our corporate offices, to build on the
benefits being realised through Workstyles.

e Our contribution to the capital programme will continue with work developing Cupar Care
Village and a new High School building for South and West Fife.

e The new community hub at Abbeyview is due to open in November 2024 and work is
continuing on the new community hub at Templehall.

e We are continuing to support the Affordable Housing Programme and also working on
new business units in Levenmouth and at Halbeath Interchange.

3.3 Information / Digital

Our Digital Strategy reflects the change and priorities in the Plan for Fife and responds to
service pressures and opportunities. Maximising digital opportunity is a key consideration in
the service change planning process.

How are we doing?

The alignment between our Digital Strategy and Our People Matter (OPM) approach has
been strengthened, identifying areas of focus for us as a digital council with the need for a
digital workforce mindset (culture & behaviours) and practice (leadership, performance and
skills).

Our aspirations under mindset and practice support the development of a digital workforce
who are confident to operate new, digital ways of working and service delivery. Technology-
based solutions are considered early in business change activities and involve architecture
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and analysis to ensure fit and benefits. 34 technology projects have been delivered since
January 2022 with documented benefits.

The use of digital technology is having a positive impact on workforce productivity, service
delivery and outcomes. Care at Home have successfully mobilised their carers enabling
20% productivity gains. Building Services have also achieved significant gains in
productivity. There are smaller staff groups also benefiting from the use of mobile solutions.

A key principle of the workforce strategy is to develop digital skills for all, with no employee
left behind. Progress has been made in addressing digital exclusion for employees,
upskilling and increasing the digital confidence of our workforce through:

e Digital champions programme

e Digital skills survey — gap analysis

e Increasing digital learning resources and opportunities
e Dive into Digital events

The roll out of Microsoft Office 365 has widened the use of digital technology and provides
a secure platform that enables working from anywhere and Use Your Own Device (UYOD).
The vast majority of the Council has ‘signed up’ to this - now around 20,000 users.

As buildings started to close in March 2020 and many employees were forced to work from
home, the M365 platform moved from a ‘nice to have’ to a ‘must have’. In the first few weeks
of lockdown the number of registered users rose from 1,800 to around 12,000. By the end
of April 2020, we were running around 5,000 Teams meetings per week.

This gave the council a secure, robust platform with which to continue doing business during
the pandemic — something that many other councils and the NHS were unable to do initially.
Since then, we have developed a M365 based intranet that is accessible from personal and
council mobile devices and PCs.

A number of additional Microsoft applications have been rolled out to users that improve
workforce productivity, with more to come. All Council employees have an active account
which means they have an email address and can access Oracle our HR system and the
intranet on their own smart devices, where they previously had no digital footprint. Viva
Engage has been implemented, allowing every employee to join communities and
discussions.

The Council continues to replace a number of legacy systems through the Legacy
Programme. Key projects have achieved significant milestones.

e The Housing Cx Project went live in June 2022. Work is underway to migrate the
solution to the cloud although challenges are causing delays.

e The Social Work/Social Care case system transferred from SWIFT to Liquid Logic.
The system is required to provide an accurate record management system for service
users across social work children and families, adults, older people and criminal
justice. Liquid Logic functionality for Childrens’ Social Care went live in May 2023
whilst Adult Social Care and Criminal Justice went live in April 2024.

e The CoMIS Replacement Project for Property and Housing repairs remains a work
in progress.

Work is continuing to progress the 1-2-1 Education Device Strategy. While still in a pilot and
planning phase, some 8,000 devices are available to Fife’s young people on a 1-2-1 basis.
Access to the same device 24/7 is supporting a seamless digital learning experience. For
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less privileged pupils within this pool, connectivity at home was also provided via mobile
hotspots.

What’s ahead?

Digital change is being co-ordinated by the Digital Portfolio Board and will further leverage
existing strategic solutions and partnerships to deliver benefits and contribute towards the
budget shortfall in future years. An approach to identify, quantify, prioritise and then get into
delivery is ongoing and will run into mid 2025. Early opportunities will however be
progressed where possible, contributing to Service change such as the No Wrong Door
approach, 121 devices in Education and optimising the use of existing systems.

No Wrong Door will transform the Communities Directorate and introduce new ways of
working that will require innovative technology to underpin the approach. A data warehouse
and small app development will enable a 360 view of the citizen of Fife improving the quality
of interactions and interventions with the objective of preventing more people from falling
into crisis.

Following the 1-2-1 Device pilot in Education, a business case is being prepared for rolling
this out to all P6-S6 pupils, subject to funding being identified.

The coming year will see more focus on ensuring that the value of using a more modern
system like Liquid Logic is maximised, including improving the integrity of the data from
payment recording systems to allow improved financial forecasting processes.

Further opportunities will be identified with Directorates and prioritised via a pipeline
approach overseen by the Digital Portfolio Board. From 2025 onwards a forward delivery
programme will be introduced with change tracked and managed in a co-ordinated way.

3.4 Risk Management

Risk management is a fundamental element of good governance and decision making in
any organisation. The range of vital services delivered by the Council for individuals and
businesses in Fife routinely result in a varied and complex risk profile. The Council’s risk
management arrangements are designed to support, on a continuous basis, the
identification, assessment and management of risks as well as the monitoring, reviewing
and reporting of them.

How are we doing?

Audit and Risk Management Services provides the internal audit function for Fife Council
and operates in accordance with the Public Sector Internal Audit Standards (PSIAS), which
apply to Local Government. Conformance with the PSIAS has been confirmed
independently, through the completion in 2023 of a formal External Quality Assurance
process.

The Service undertakes a risk-based annual programme of audit work approved by the
Standards, Audit and Risk Committee. An annual report to the Members of Fife Council,
Chief Executive and Executive Director of Finance and Corporate Services, provides the
internal audit opinion on the overall adequacy and effectiveness of the organisation’s
governance, risk management and control framework.
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The overall audit opinion for the year to 31 March 2024 is that reasonable assurance can be
placed upon the adequacy and effectiveness of the Council’s framework of governance, risk
management and control.

During 2023/24, a number of improvements were made by management to address the
critical recommendation contained within the Safeguarding internal audit report, which
related to Scottish Social Services Council (SSSC) registration. A formal follow-up of the
report was also carried out by Internal Audit this year and independent assurances were
obtained that the recommendation had been fully implemented.

In addition to the improvements made, a small number of limited assurance internal audit
reports have been issued since the last Governance Statement, including the Community
Equipment Service - Fife Equipment Loan Store, which contains one critical
recommendation surrounding the servicing of community equipment, Lone Working, School
Transport - Additional Support Needs and Third Sector Funding. Management has agreed
to fully implement all of the recommendations within these audit reports and will monitor
progress made towards this.

The Council’s corporate risk management arrangements continued to mature during
2023/24, driven by the implementation of the Risk Management Improvement Plan and Risk
Management Strategy Group, which met regularly as planned. Key improvements included
the development of a new Strategic Risk Register; establishing formal horizon scanning,
and risk escalation processes; utilisation of the new, approved PESTELO impact
assessment matrix; delivery of training and awareness sessions, including awareness
session for the extended Council Leadership Team and CPD events; and ongoing
development of e-learning solutions, in consultation with HR colleagues.

What’s ahead?

Progress has also been made towards implementing the Roll Out Plan, supporting services
to develop, implement and embed effective risk management arrangements locally,
including development of service-level risk registers. This work will continue. The Risk
Management Maturity Model will be reviewed and revised. Risk management advice and
guidance will be provided to Council ALEOs.

The Council’'s 2024/25 Internal Audit Plan contains formal follow-up reviews of the
Community Equipment Service - Fife Equipment Loan Store and Lone Working reports,
which should provide independent assurance in due course that the areas requiring
improvement, and corresponding risks, have been adequately addressed.

The Council is determined to protect itself and the public from fraud and corruption and have
developed its existing counter fraud and anti-corruption arrangements in consideration of
the CIPFA Code of Practice on Managing the Risk of Fraud and Corruption. Fraud
governance arrangements were enhanced during 2023/24 with the launch of a new
mandatory Corporate Fraud e-learning package and new Whistleblowing Policy and
supporting working practices and procedures, including new referral routes. Further
development is planned during 2024-25.

During the year a review has been taking place in relation to Programme and Project
governance and assurance by officers. Major change projects (over £56m or higher risk
projects) have specific governance arrangements already in place and have governance
boards established which meet regularly to monitor and track progress and risks. However,
the review has identified some areas for improvement and the need to strengthen some
aspects to ensure effective management of resources associated with Programmes and
Projects. These will take place during the coming year.
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3.5 Financial Management and planning

Budget setting, asset plans and digital strategy are all aligned to strategic and local priorities.
Our medium-term financial strategy outlines the financial challenge over the next three years
and proposed strategies for dealing with these challenges, including the implementation of
change programmes. The long-term financial plan has been refreshed.

How are we doing?

The last year has been another challenging year for the Council and the focus has been to
ensure that support is provided to communities, individuals and businesses whilst
safeguarding the Council’s financial sustainability and maintaining service delivery.

Budget constraints and increasing cost pressures are putting Council finances under severe
strain. With a proportion of funding being ringfenced or directed for national policy initiatives
there is less scope to properly plan ahead and target resources to local needs. As a result,
Councils are being faced with having to make increasingly difficult choices about spending
priorities and service provision.

Finance ¢4 024.4m  Education

Govt Grant £607.1m  H&SC £220.9m |
Council Tax £172.1m Place m

Non Domestic Rates £189.6m Communities - £162.7m

Other £62.6m
Contribution Other - £59.6m

to Reserves -£7.0m Loan charges I£53.4m

Fife will continue to explore all options to close the budget gap. For example, changes to
the statutory accounting guidance for the repayment of debt on Service Concessions
allowed the repayment term to be extended and generated an annual benefit from 2023/24
of £4m per annum in the near term. In the 2023/24 budget £1.552m of balances were used
to close the budget gap and a further £6.448m of balances were used for one-off temporary
investment. Balances are not anticipated to be used to close the budget gap in future years.

We've looked at examples of successful reform and delivery from around the UK and
beyond. This has helped inform our current redesign work around place-based, people-
focused and digitally enabled services. Evidence suggests that adopting a no wrong door
approach and rolling out whole family support can achieve better outcomes for people and
families. A redesign of People services will support people to take control of their own lives
by working with families and households to empower them to build their capacity and
resilience through relationship-based, person-centred support.

This year, Internal Audit undertook a high-level review of the Council’s funding and
governance arrangements in place for third sector organisations. Third sector funding is
governed by the Council’s Monitoring and Evaluation Framework, which sets out the
processes and practices through which organisations are commissioned. It is designed to
assist officers working with voluntary organisations and the organisations themselves to
understand their respective roles and to ensure consistent systems and practices across the
Council. The review found that the Council has a Monitoring and Evaluation Framework (the
Framework) for managing third sector funding in line with best practice principles. There is
regular reporting of third sector funding activity.
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What’s ahead?

The Council is facing significant financial challenges now and in the coming financial years.
The financial position for 2024/25 is forecast to be a substantial overspend which will impact
adversely on balances. Services will need to practice sound financial management in order
to bring their budgets back in line. The budget gap for 2025/26 and beyond is also
challenging and the opportunities for corporate solutions are no longer available, meaning
that difficult decisions will need to be taken in order to retain a balanced budget position.

To mitigate increasing financial risk and service overspend, financial management will be
strengthened across the organisation and will include review of financial controls and
processes in place. Increased emphasis on budget holder accountability and responsibility
will be achieved through enhanced availability of financial information though self-service
access to financial information directly from the Council’s core financial systems. Where
overspends are emerging, mitigating actions will be required and these will be reported
within the regular financial reports presented to both Cabinet and Scrutiny Committees.

Initial work has begun to review the Council's Capital Strategy to ensure that it is in line with
the refreshed Plan for Fife. The strategy will inform the Capital Investment Plan. The current
economic conditions bring significant financial uncertainty and there is significant pressure
on projects and resources already contained within the current Capital Investment plan. The
plan is reviewed on a biannual basis and work so far has been aimed at reviewing the costs,
profiling, likely costs and delivery timescales for current and approved projects already
contained in the current plan

The Monitoring & Evaluation Framework will now be fully reviewed and updated, taking into
training and development requirements and improvements needed to systems and
processes to plan, manage, approve, evaluate and coordinate grant allocations.

The overall financial outlook continues to be extremely challenging and significant change
will be needed to safeguard the financial sustainability of the Council.

3.6 Performance management

Through the Statutory Performance Information (SPI) Direction?® the Accounts Commission
set out requirements on councils to publicly report their performance to their citizens and
communities. Each council is required to report a range of information covering SPI 1.:
Improving local services and local outcomes and SPI 2: Demonstrating best value.
Councils are encouraged to improve such reporting in a way that reflects their local
context, while recognising the benefits of reporting benchmarking information to the public.

How are we doing?

All Services report annually to scrutiny committees on their performance. Service scorecards
reflect Plan for Fife priorities, LGBF, customer, resources and operational management.

Following recommendations from the 2022/23 annual audit, a number of improvements have
been made to our public performance reporting, starting with improved presentation of
performance information (use of trends) in service scrutiny reports from November 2023
onwards.

3 The Publication of Information (Standards of Performance) Direction 2021 Statutory Performance
Indicators (audit.scot)
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A Council Planning and Performance Improvement Plan was approved in April 2024 to
deliver improvements in the use of research, data and insight; a remodelled approach to
Service scrutiny reporting; joined up service planning and change planning processes; self-
evaluation in relation to Best Value; updated corporate performance monitoring
arrangements; wider use of digital solutions and improvements in public performance
reporting. A new approach to annual Service reviews and performance reporting for the
scrutiny committee cycle was agreed at CET on 5th June 2024 which will bring Corporate
Change Projects and 3 year rolling service plans into alignment.

Improvements have been made to the availability of performance information for both
internal management purposes (through the development of Service portals in the Council’s
performance and risk management system, Ideagen) and in the availability and timeliness
of public performance information (through improvements to the Council Performance Page
https://www.fife.qov.uk/performance).

To strengthen Fife Council’s compliance with SPI2: Demonstrating best value, we are
introducing this new report: an annual corporate self-assessment of delivery against best
value themes. This includes a new set of Best Value Performance indicators which will
enable us to track how well we are doing as an organisation in delivery of best value,
particularly in relation to effective use of resources. See section 8. Best Value Performance
Indicators. As at 2023/24, Fife has improved on 9 of the 16 indicators which we will use to
monitor best value.

What’s ahead?

The performance framework will be updated for the Council and Partnership into a single
approach: setting out the baskets of indicators aligned to the Plan for Fife 2024-27, best
value, change plans and service improvement.

New style annual review reports for services will start to be rolled out from Autumn 2024,
integrating change and improvement themes that will be developed through new service
plans in the Spring of 2025. Stage 2 of the improvements to performance information
online will focus on improving the way plans, performance, project delivery, evidence of
impact and community news are linked. Analytical and assessment capability will be
enhanced through training and development to support leadership teams as they consider
policy and budget choices to support the delivery of the 2024-27 plan.

As part of decentralisation work, improvements have been made to how information is
reported to Area Committees including introducing a common format for reporting of anti-
poverty activity. From September 2024, Area Committees will start to receive Housing
Reports in the new format to enable better local scrutiny and dialogue and a basis for
informing policy and strategy generally.

Revised performance reporting arrangements will strengthen our approach to continuous
improvement and delivery of P4AF outcomes through transparent and timely information
being available to Members and leaders to scrutinise.
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Local Government Benchmarking Framework

The Local Government Benchmarking Framework (LGBF) brings together a wide range of
information about how all Scottish councils perform in delivering services to local
communities. The national benchmarking overview report for 2022/23 highlights that
councils are facing increasingly challenging decisions around service delivery due to
deepening fiscal, workforce, and demand pressures. It finds that funding for councils is
failing to keep pace with increasing demand for services, growing need, and costs
pressures, while workforce recruitment and retention are growing issues across much of the
workforce.

An overall comparison of LGBF performance across all 32 councils across Scotland shows
year to year fluctuation in the number of indicators where Fife features in the top two
guartiles. The current position for 2022/23 shows 57% of indicators in the top two quartiles.

Fife LGBF Data Comparison over time by Quartiles
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Figure 3.6.1 — LGBF data comparison across all 32 Councils by quartile (note
analysis of LGBF data available as at May 2024)

Note - Caution is needed in interpreting performance relating to 2020/21. As at 1 May 2024 there remain 13 of 108
LGBF indicators for which data is still to be published for 2022/23 which may change the overall position.

While Fife has improved its performance over time on 59% of the LGBF indicators, it has
only improved on 41% of indicators relative to its Family Group and 42% compared to
Scotland, suggesting other Councils are improving their performance to a higher level. As
with the national data, there are signs of a slowdown in improvement of performance, with
some areas, such as Financial Sustainability; Children's Services and Adult Social Care all
declining due at least in part, to the deepening fiscal, workforce and demand pressures
facing councils. These challenges are already impacting service performance, and if the
current trend persists, the hard-won progress achieved so far may be at risk, potentially
leading to a decline in council service performance over the longer term.
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Views on Council Services

In February 2024, via a Fife People’s Panel Survey, we asked people for their views on their
local council and the services that it provides.

Around two thirds of people believe that Fife Council provides high quality services. This
rating has improved to 65.6% from 48.1% in 2022.

Other ratings which are showing improvement since 2022 are that the Council is addressing
the key issues that affect the quality of life in local neighbourhoods (44.6% from 27.7%) and
it designs its services around the needs of the people who use them (31.9% up from 20.7%).

Just under half agree that the Council does the best it can with money available, and a third
believe the Council is good at letting people know about the services that it provides. Both
of these ratings are similar to what they were in 2022.

Results which show a slight reduction since 2022 are in relation to how good the council is
at letting people know how it is performing (22.4%), listening to local people’s views before
it takes decisions (20.4%) and keeping people informed about what is happening in the local
area (17.8%). This is consistent with findings on influence and sense of control from the
Our Place survey, 2023.

Views on local Council and services it provides

02022 W2024

It does the best it can with the money available d e

It is addressing the key issues affecting the quality of
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It is good at listening to local people's views before it
takes decisions 20.4
It designs its services around the needs of the people
who use them 319
It is good at letting local people know how well it is
performing 22.4
It is good at letting people know about the kinds of
services it provides 33.6
It keeps me informed about what is happening in my
area 17.8
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Figure 3.6.2 — Views on local Council and services it provides (Fife People’s Panel,
2024 vs 2022)
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4. Partnerships and collaborative working

What is required?

In achieving Best Value, a local authority will be able to demonstrate the following:

¢ Members and senior managers have established and developed a culture that
encourages collaborative working and service provision that will contribute to
better and customer-focused outcomes.

o Effective governance arrangements for Community Planning Partnerships and
other partnerships and collaborative arrangements are in place, including
structures with clear lines of responsibility and accountability, clear roles and
responsibilities, and agreement around targets and milestones.

Focus for

Oppor twnities. for all 202i-24

mﬁ?}i Thriving places Community
Report 2017 Wealth Building

: Leading economic recovery
%-Fzr;w Msiwgm&k and jobe Tackling poverty and

preventing crisis
Commmﬁfj-led services Addressing the

climate emergency

Our overarching vision is for "a fairer Fife". The Plan for Fife is both the Partnership and the
Councils’ strategic plan, addressing inequalities by focusing on three priorities within an
overarching community wealth building approach:

e tackling poverty
e l|eading economic recovery, and
e addressing the climate emergency

How are we doing?

Partnership groups are taking forward action on 13 ambitions across four themes -
opportunities for all, thriving places, inclusive growth and jobs, and developing community-
led services, and addressing the climate emergency. Progress is reported through an
annual Ambitions report.

The first phase of Fife Partnership Leadership Summits in 2023 sought to broaden the
involvement and commitment of leaders from across the Partners and explore opportunities
to work together on public service reform. From this four strategic change ambitions and
Leadership commitments emerged:
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Fife Partnership Strategic Change Ambitions and Leadership Commitments 2023

1. Put Community Wealth Building (CWB) at the heart of what we're doing, so we
actively engage and work with local business, start-ups and third sector to win
more of our work; reach out our recruitment to local communities; prioritise CWB
within our key strategies e.g. economy, climate, health.

2. Live up to the Place Principle, so we work through a shared approach to how we
inform, plan, review and engage locally; adjust our structures and operating
arrangements to enable locally responsive teamwork; make resource decisions
together.

3. Implement system change in how we are supporting people and families to
improve their quality of opportunity and life, so we commit to share knowledge,
review our referral approaches, and redesign processes; join up our access and
information; lead and invest in multi-service team working and skills.

4. Prioritise health and wellbeing when we plan our places and services, so we
invest in local community groups to facilitate local action; design our workplaces
and the services they deliver to improve physical activity and health and
wellbeing; work to create community networks and use all our assets to support
physical activity and health and wellbeing, especially our green spaces.

A commitment to Community Wealth Building was confirmed by key public and third sector
anchor organisations through the implementation of a Fife Anchor Charter in 2021, with
partners moving to active delivery across all five pillars of Community Wealth Building.

Every three years, there is an update to the Fife Strategic Assessment to support the Plan
for Fife (local outcome improvement plan). This brings, into a single document, a definitive
synthesis of the latest research, evidence and assessment about Fife, to highlight the shared
challenges facing local communities and partner agencies.

The 2024 assessment provides an evidence-based snapshot of the state of Fife, in the
context of many contributing factors. It is intended to provide insight and constructive
challenge to encourage us to think about problems and opportunities in new ways. It
highlights that there are complex and persistent issues affecting Fife’s communities, which
can only be addressed through collaborative action across partners.

The evidence in the assessment was a key input to the Plan for Fife review, and informed
Fife Partnership Board decision in May 2024 to maintain focus and action against the
existing Recovery & Renewal Priorities for 2024-2027.

Fife Partnership Board also agreed to explore building the next Plan on the social
determinants of health using the developing approach of Professor Michael Marmot and the
Institute of Health Equity. This is being explored further with Public Health Scotland to
embed a system wide focus on prevention at community planning level.

Following the Plan for Fife review, improvements to Plan for Fife governance arrangements
to sharpen delivery focus were approved by Fife Partnership Board in August 2024. While
these changes did not amount to a fundamental change to partnership structure and roles,
further changes may be needed in terms of shaping the 2027 Plan for Fife.
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What’s ahead?

The Plan for Fife review has set the direction for 2024-27. As Partnership focus sharpens
on priorities and delivery over the next three years, work needs to start on shaping the next
plan.

Two proposals have been discussed at the Leadership Board to develop this work. Firstly,
the creation of a leadership group to begin the task of shaping the next Plan for 2027. This
could include working alongside Public Health Scotland and the Institute of Health Equity on
the approach.

Secondly, a new Collaborative Programme will be developed by Fife Partnership based
around projects that could be scaled to enable us to deliver a greater impact against
priorities, more quickly. Three initial projects are proposed as tests of change:

1. Accelerating Community Wealth Building benefits through procurement
2. Maximising Life Chances through joint progressive recruitment practices
3. Creating Sustainable Places through whole-system place-based design/delivery

The next Fife Local Development Plan is being created over a similar timeframe as the new
community plan. This opens up a new opportunity to align policy, asset and land use more
deliberately and ways to better support community wealth building and priority objectives.

The strong and ongoing theme of inequality coming through the Fife Strategic Assessment
indicates value in taking a whole system approach to shape investment, redesign
opportunities and resource allocations.
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5. Working with communities

What is required?

In achieving Best Value, a local authority will be able to demonstrate the following:

e Early and meaningful engagement and effective collaboration with communities to
identify and understand local needs, and in decisions that affect the planning and
delivery of services.

e A commitment to reducing inequalities and empowering communities to effect
change and deliver better local outcomes.

e That engagement with communities has influenced strategic planning processes,
the setting of priorities and the development of locality plans.

Community empowerment is at the heart of the Plan for Fife and underpins our work to
develop a no wrong door approach, place-based delivery, decentralisation and local
community planning. Councillors and managers work with communities on an ongoing basis
through local community planning and area committee arrangements to reflect citizen
priorities in planning and decision making.

Our Place

During October and November 2023, we asked Fife People’s Panel and the wider public to
rate the need for improvement in 14 different aspects of place (on a scale from 1 to 7, with
1 needing lots of improvement, and 7 needing little improvement). This provides a good
overview of community perceptions of the relative need for improvement in places and
spaces in Fife, and how this is changing over time.

Our Place 2023 - Question Scores

Least Improvement to Most Improvement
Natural Space L]
Active Travel
Identity and Belonging
Feeling Safe
Play and Recreation
Streets and Spaces
Facilities and Amenities
Social Interaction
Traffic and Parking
Care and Maintenance
Public Transport
Work and Local Economy
Housing and Community L]

Influence and Sense of Control )

0 1 2 3 4 5

Figure 5.1 - Our Place Survey 2023, Fife scores on different aspects of place
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The results from the Our Place survey 2023 show people in Fife generally view where they
live as being ok but with room for improvement. On a positive note, Fife is seen as a place
with good natural spaces and active travel options, with these consistently rated more highly
than other aspects of place over time.

In 2023, the perceived need for improvement was growing, and the gaps focused on work
and the local economy, housing and community, and the extent to which people felt they
could influence what is going on around them to provide a greater sense of control. There
are similarities and differences across Areas.
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North East Fife ..-.-...-.-.--
South West Fife .......-.-.... o

Figure 5.2 — Relative need for improvement in aspects of place by Area, 2023

For the first time, we can start to track the new Place and wellbeing outcomes, which are
built up from the place standard tool:

Movement — active travel; public transport; traffic and parking

Spaces — streets and spaces; natural spaces; play and recreation

Resources — services and support; work and economy; housing and community
Civic —identity and belonging; feeling safe

Stewardship — care and maintenance; influence and control

agkrwnhE

Across place and wellbeing outcomes, our Spaces are ranked the highest (least in need of
improvement) and Stewardship the lowest (most in need of improvement).

Table 5.3 — Place and wellbeing outcome scores for Fife 2023 and change from 2021

@_I Space Resources Civic Stewardship

Fife 4.02 4.45 3.67 4.31 3.46
Change -0.20 -0.26 -0.42 -0.25 -0.26

Note, at the Fife level, all outcomes have decreased in the last two years with Resources
showing the biggest drop (-0.42) indicating that the areas in this outcome would benefit most
from a focus for collaborative effort.
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How are we doing?

We're encouraging communities to play an active role in designing and producing services
— from Local Place Plans and regeneration projects that will define whole areas, to
participatory budgeting processes, employability projects and facility improvements that
meet the specific needs of target groups. We’ve learned from communities’ experiences and
actions during the pandemic and are continuing to build community resilience. We are
designing more locally responsive services, supporting community-led initiatives and
providing funding to local groups so they can use their assets to meet community needs (for
example warm places).

Findings from a CLD inspection visit of Fife Council in December 2023* highlighted that CLD
Partners in Fife know their communities well, with an improved and shared understanding
across professional disciplines of who is best placed to meet individual and community
needs. This is helping to address barriers to accessing provision and improving timely
access to resources and services for those most in need.

Strategic leadership for community engagement and participatory budgeting is effective. A
high number of multi-agency partners network effectively to develop community
engagement approaches and provide training for practitioners and community members.
This is having a positive impact and increasing ways to engage with communities. The
Council are also using effective approaches to support online community engagement.

There are strong examples of community led initiatives making a difference for local
communities and increasing patrticipation through the development of community forums.
This includes summer programmes and joint work between CLD and Police Scotland to
establish detached youth work. As a result, approaches to tackling anti-social behaviour is
reducing the numbers of young people entering the youth justice system. Young people who
originally developed the concept of a Pump Track in Dalgety Bay are now leading on
managing and delivering this project.

Best practice case study of community led initiative making a difference for local
communities - highlighted in CLD visit

The Fife Alcohol and Drugs Strategy 2020-2023 highlights the need for a locality-based
approach to ensure equity of support for those at risk of drug related death and harm. In
response, the Levenmouth project worked with key partners to introduce services within
the Sandy Brae Community Education Centre. Partners have increased the presence of
drugs and alcohol prevention and pathways provision to the area. For example,
Restoration Fife, KY8 Adapt and other relevant services are providing individual and
recovery support for those who would benefit most. A drop in café, access to medication
assisted treatment and other relevant services is helping reduce stigma associated with
problem drug use, which can prevent users and their family from accessing services. As
a result, between 2019-2023 there is a decrease in drug related deaths in the area.

The North Queensferry Community Forum have developed a local action plan. They link
closely with the Forth Bridges Area Tourism Strategy and other partners, including Scotrail,
to improve transfer links between the village and Ferrytoll. Wellbeing ambassadors, in a few
secondary schools, are providing social and emotional support to those young people who

4 Fife Council Community Learning and Development Progress Visit Report 13/02/24
https://education.gov.scot/media/2pobetrk/cld-fife-council-pv-130224.pdf
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need it. Skilled, active and committed volunteers are supported well to improve community
facilities, such as Kennoway Pump Track. This is improving the health and wellbeing of
residents and increasing their social skills and networks of support.

Communities are actively engaged and consulted in the development of community facilities
and have had a major influence on the design of buildings. For example, local agencies and
groups are actively influencing the design of a new community hub at Abbeyview. This will
increase accommodation available for groups being displaced from other community
facilities. Together with

In addition to the regular Parentwise and Pupilwise surveys, a Fife Young People’s Health
and Wellbeing Survey was carried out through schools in March and April 2023. The findings
from this are being used to understand the wellbeing needs of children and young people
across Fife and to inform the work of organisations in Fife to improve services for children
and families.

What’s ahead?

Community forums are at different stages of development. There is more to do to further
develop learning opportunities and share expertise and knowledge to enhance their work.
For example, community food initiatives that are at an early stage could be developed
further.

Youth Work Research in 2023 was underpinned by a participatory action research model
with young people taking a lead role in the process as part of the overall planning and as
young researchers. This approach has been a key strength and this research and other data
will be used to inform partnership work on a youth work strategy as part of the overall
development of the new Community Learning and Development (CLD) Plan, supporting our
commitment to Community Led Services as set out in the Plan for Fife.

Participatory budgeting processes are being planned in Cowdenbeath, City of Dunfermline,
Glenrothes and Kirkcaldy Areas where local people will have an active role in allocating
Community Recovery Funding.

Services are continuing to be supported to improve their community engagement practice
through the development of a new community engagement toolkit and resources, all
underpinned by the national standards. The Council will be trialling a new digital platform —
Citizen Space - to support improved community engagement. Training on the new platform
is currently being rolled out but there are plans to use this for participatory budgeting in
Kirkcaldy Area and consulting on the Community Learning and Development Plan.

The council is preparing a new Local Development Plan (LDP) which will be shaped by the
views and aspirations of communities across Fife. The plan will replace the current plan
approved in 2017 and will set out planning policies and proposals for the use and
development of land across Fife. We aim to adopt the plan in 2026 and it will look ahead for
10 years from then.

The success of the LDP depends on the participation of the people who live in Fife as they
understand where they live the best. Our new Local Development Plan will consider any
registered Local Place Plans, to allow communities to have a more direct role in the
decisions that influence their place. Communities have been invited to prepare Local Place
Plans so that they can play a proactive role in defining the future of their places.
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6. Sustainability

What is required?

In achieving Best Value, a local authority will be able to demonstrate the following:

e Sustainable development is reflected in its vision and strategic priorities.

e Sustainable development considerations are embedded in its governance
arrangements.

e Resources are planned and used in a way that contributes to sustainable
development.

e Sustainable development is effectively promoted through partnership working.

The Climate Change Act (Scotland) 2009 introduced mandatory duties for local authorities
to contribute to climate change mitigation and to climate change adaptation, and to act
sustainably. This has been integral to Fife Council’s priorities in the Plan for Fife and
associated governance, and in previous strategic plans.

The Plan for Fife includes “Addressing the Climate Emergency” as one of the four key
objectives. The Addressing the Climate Emergency Board, comprising Heads of Service,
Senior Managers and representation of partner organisations, provides an oversight of
delivery of the priorities from Climate Fife Strategy to ensure delivery of the Plan for Fife.

How are we doing?

In 2019, Fife Council declared a Climate Emergency, committing to the target of net-zero by
2045. This was closely followed by “Climate Fife” our Sustainable Energy and Climate Action
Plan (2020-2030), outlining our ambition and actions to tackle the climate emergency over
the long term.

A new Climate Fife strategy® was agreed in 2024 which sets out six themes of climate
actions and three big moves. The big moves are key transformations that we need to make
over the period of the strategy, including where we need to agree or change policy, develop
new delivery models, and adopt a place-based approach.

® O W

Eﬂu’gﬂ Resilience Commm’ti'l‘ﬂ

where we will begin to where we will transform how where we will transform
transform the energy system in we protect Fife from the our approach to supporting
Fife to low carbon unavoidable impacts of climate community climate action,
change and biodiversity loss, empowering our communities
including through nature-based to transform local food,
solutions waste, transport, and energy

generation systems to create
community wealth and
wellbeing

5 Climate Fife 2024 Strategy and Action Plan (Accessed 3™ April 2024)

Fife Council — Delivering Best Value 28 September 2024

37


https://www.fife.gov.uk/__data/assets/pdf_file/0020/560072/Climate-strategy-2024-final.pdf

Supporting communities to make long term changes and building resilience is key to
achieving the vision for Climate Fife, with the six action programme themes outlined
including buildings, low carbon energy, zero waste, transport and travel, nature and land,
and protecting and supporting our communities.

Fife Council footprint reduced by 9% by 2022/23 from 2021/22. This is primarily the result
of reduction in emissions from building energy, with electricity being at its lowest figure since
the baseline. However, it should be noted that whilst electricity consumption from our estate
has decreased through energy efficiency measures and reduction in estate by over 25%
between 2014 and 2023, we have also benefitted from the decarbonisation of the National
Grid which accounts for around half of the reduction. The total Carbon Footprint has reduced
by 49% against the baseline in 2014/15. This is ahead of the current target for 202/23 of
36%. Fife Council’s carbon footprint remains on track to achieve target for 2030 of a
reduction of least 75%.

The council recognises the need for action around climate change adaptation and, as a
result, a range of actions and training have taken place to enhance Fife’s ability to adapt to
climate change. Fife Council’s corporate risk register covers the risks of climate adaptation,
which are further progressed through for example, Shoreline Management Plan, Flood
Emergency Procedure, Local Flood Risk Management Plans. Fife Council has produced a
targeted asset management plan to allow us to meet climate change objectives as we push
towards Net-Zero by 2045.

Changes Fife Council itself is making in relation to operating more sustainably include
delivering Climate Literacy training to engage officers from throughout the council to identify
deliverable climate actions within their Service, and Directorate. Since Climate Literacy
training started in 2021, as at March 2024, 221 (of whom 178 completed the pledge and are
accredited) Fife Council Staff and Councillors completed the course.

Fife’s Local Heat and Energy Efficiency Strategy ® was published in December 2023, setting
out Fife’s strategic vision and plans for moving all of Fife’s energy to net zero. This is being
augmented by Local Area Energy Plans, with initial focus in Dunfermline area.

A Property Flood Resilience Grant was introduced on 24™ April 2024, This offers home
owners and business the opportunity to apply for grant funding up to £5k to install property
flood resilience measures to help protect their homes against the risk of flooding. This work
complements the work of Housing Services to improve resilience of council owned
properties.

What’s ahead?

The Big Moves for Energy, Resilience and Community will be progressed, developing
collaborative routes to transformational climate actions, including identifying policy changes
to support the transformations.

The Delivery Plan for the Local Heat and Energy Efficiency Strategy is being developed
throughout 2024/25 and will set out strategic steps to reduce energy demand and
decarbonise energy supply throughout Fife.

A Coastal Change Adaptation case study is underway to inform Fife Council’s understanding
of coastal value in terms of health, wellbeing and economy. This will also inform future
communication of coastal adaptation and how Fife Council responds to that. Work continues

6 Local heat & energy efficiency strategy (LHEES) and delivery plan | Fife Council
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to deliver on the Local and Flood Risk Management Plans and progressing with Surface
Water Management Plans, as well as progressing towards a coastal change adaptation
plan, all challenged by the increasing impacts of storms and sudden deluges exacerbated
by climate impacts.

Throughout 2024/25 efforts are underway to create a trial Reuse Hub to remove usable
items from the waste stream and create local community benefits and skills opportunities.
Lessons from this will inform deployment from 2025 onwards.

The Fife Climate Forest (FCF) is an initiative to combat climate change and protect nature
in the Fife region by planting trees, hedges, and restoring woodlands. It supports Fife
Council’s Forest & Woodland Strategy and wider climate goals, including enhancing
resilience and linking fragmented woodland habitats per Fife’s Biodiversity Action Plan. The
project aims to improve health, wellbeing, skills development, and community wealth
building, offering volunteering opportunities. FCF’s framework, ‘Connect, Grow, Thrive,’
resonates with community partners.

A new Local Development Plan will be prepared to replace the current FIFEplan (adopted
in 2017) and will represent the spatial and land use aspects of the Local Outcome
Improvement Plan, Plan for Fife.

The publication of the Local Development Plan Evidence Report’ is the first stage of this
task, the purpose of which is to support the quality and effectiveness of the local
development plan. It sets out the information on which the new plan will be founded and
what the Council needs to plan for. This sets out the local issues and how these will be
addressed.

The next stage is the Proposed Plan which will set out where development could go, how
places could change and the policies to support that change. There will be consultation on
that with local communities, informed by local place plans.

7 Local Development Plan Evidence Report Fife Council Committee 21 March 2024 (Iltem 8)

Fife Council — Delivering Best Value 30 September 2024

39


https://www.fife.gov.uk/__data/assets/pdf_file/0028/564175/The-Evidence-Report-Council-version.pdf
https://www.fife.gov.uk/__data/assets/pdf_file/0026/565424/Public-Agenda-Pack-for-Fife-Council-21-March-2024.pdf

/. Fairness and equality

What is required?

In achieving Best Value, a local authority will be able to demonstrate the following:

e That equality and equity considerations lie at the heart of strategic planning and
service delivery.

e A commitment to tackling discrimination, advancing equality of opportunity and
promoting good relations both within its own organisation and the wider
community.

e That equality, diversity and human rights are embedded in its vision and strategic
direction and throughout all of its work, including its collaborative and integrated
community planning and other partnership arrangements.

e A culture that encourages equal opportunities and is working towards the
elimination of discrimination.

Fairness is at the heart of the vision of the Plan for Fife, and reflected in our priorities of
tackling poverty, leading economic recovery, and ensuring a just transition as part of
addressing the climate emergency. We use equality impact assessments as part of our
policy development and committee reporting / decision making process.

How are we doing?

The Fife Strategic Assessment 2024 highlights that Fife continues to face a number of key
challenges. These are historic, longstanding issues that take time to turn around. The Plan
for Fife has a strong focus on inequalities, and although some areas have shown
improvements, inequalities in Fife persist and are widening. Poorer outcomes are firmly
grounded in Place, with Mid-Fife continuing to fall behind other areas of Fife.

A range of work is delivering on our focus to reduce inequalities, from preventing
homelessness to closing the attainment gap. We report on progress with this in a range of
ways including publishing a Tackling poverty annual report, and a Children’s services annual
report which includes new requirements in relation to children’s rights in line with the
UNCRC.

What’s ahead?

Equality impact assessments on service change plan proposals will inform the next round
of budget setting

Fife Council will be reviewing and developing new Equality outcomes in 2025. This will
include proactive action to address workforce equality and diversity issues. Action to
address equalities issues is through partnership with Fife Centre for Equalities.

Fife Partnership and Public Health Scotland are exploring options to partner with Prof Sir
Michael Marmot and team at the Institute of Health Equity® to embed a system of health
equity in strategy and delivery to drive partnership action on the social determinants of
health.

8 Home - IHE (instituteofhealthequity.org)
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8. Best Value Performance Indicators (BVPI)

Our Best Value Performance Indicators (BVPIs) are a focused set of organisational
performance indicators which help to assess on an annual basis how well we are doing in
delivering best value to our communities and are used for both internal management and
public accountability. Assessing performance against target for 2023/24, 9 of the core set of

16 best value indicators have a green RAG status, 3 are amber and 4 are red.

Best Value theme

Pl code / name

Value

Workforce/Staff Education (Teachers) — Average 9.28 8.7 . Declining
Working Days Lost per FTE
Fife Council — Average Working 14.94 14.6 Y Declining
Days Lost per FTE il
Asset Management | Proportion of operational buildings 83.8% | 86.1% .| Improving
that are suitable for current use (%) !l
Percentage of internal floor area of 91.1% | 89.7% @ Improving
operational buildings in satisfactory
condition
Financial Percentage of income due from 95.8% | 95.7% @ Improving
Management and Council Tax received by the end of
Planning the year
In_vo_ices sampled that were paid 96.4% | 95.2% @ Improving
within 30 days (%)
Actual Qutturn as a % of budgeted 92.49% | 98.3% . Declining
expenditure
Uncommitted General Fund Balance 3.8% 3.5% @ Improving
as a % of annual budgeted net
revenue
Support servic_:es as a % of total 3.91% 4.1% @ Improving
gross expenditure
Fairness & Gender Pay Gap 1.13% | 3.5% @ Improving
Equalities
Proportion of highest paid 5% 61% 59% @ Improving
employees who are women
Customer Stage 1 Complaints actioned <5 86% 90% \ Declining
responsiveness days —
2 lai i 2 -
g;?ge Complaints actioned < 20 7506 85% . Declining
Call Volume - % of Contacts .
Answered — Contact Centre 91% 90% '@ Improving
- . . % Freedom of Information requests .
Digital / information completed on time 88% 95% . Improving
Sustainability / Total Fife Council Carbon Footprint— | 49106 | 75848 @ Improving
Climate tCOze

Note: this is a new set of indicators which will be used to assess delivery of best value over time.
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Standards Audit and Risk Committee Fif e
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30 September 2024
Agenda Item No. 5

Fife Council & Charitable Trusts - Annual Audit
Report and Audited Accounts

Report by: Eileen Rowand, Executive Director of Finance and Corporate Services

Wards Affected: All

Purpose

This report contains the Audited Accounts for Fife Council & Charitable Trusts for 2023-24,
as well as the Annual Audit Report. This report also provides a brief response to the
External Auditor’s report to Fife Council and the Controller of Audit.

Recommendation

It is recommended that Members approve the Audited Accounts for signature and note the
report by Azets, the Council’'s External Auditors and the management responses.

Resource Implications

None.

Legal & Risk Implications

None.

Policy & Impact Assessment

None.

Consultation

None.

M:\Abstract of Accounts\2014-15 Abstract of Accounts\Audit Queries\240915 Management Response to Governance Report.doc
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1.0

Background

1.1

1.2.

2.0

The Local Authority Accounts (Scotland) Regulations 2014 require the audited
accounts to be approved for signing by the Committee whose remit includes audit or
governance functions. Once the accounts are approved the statements which form
part of the Annual Accounts are then signed. In considering the accounts the
Committee must consider a report by the appointed auditor.

The Council’s External Auditor requires to communicate matters relating to the audit
of the Financial Statements to those charged with governance of the organisation.
The appropriate committee to consider governance within Fife Council is the
Standards, Audit and Risk Committee.

Issues

2.1

2.2

2.3

2.4

2.5

2.6

2.7

Fife Council has a good record of delivering Financial Statements which the
Council’s External Auditor agrees give a true and fair view of the Council’s financial
position and this year is no exception.

The auditor’s opinion in relation to the financial statements for 2023-24 is
unqualified and this means the auditor has concluded that the accounts give a true
and fair view of the financial position of Fife Council and its group, its income and
expenditure for the year ended 31 March 2024 and that the accounts have been
properly prepared in accordance with relevant legislation and accounting
regulations.

The auditor has identified 6 recommendations and reported these in the Annual
Audit report, these relate to improvements in updating PPP models, valuation
reports, valuation methods, procedures for collating and checking information
disclosed in the accounts.

The recommendations on PPP models involve ensuring that an estimate of the
utilities costs are reflected in the unitary charge. There is no impact on the
accounting arrangements as the costs are accurately reflected in the ledger.

Further recommendations relate to the provision of valuers reports in a timely
manner and asking the Council to consider updating floor plans for all assets. As
part of the year end processes, information is sourced from the District Valuer on
the valuation of Council Houses, External Audit have recommended that this
information is challenged or checked for reasonableness, processes will be adopted
to do so.

External Audit have noted that information collated in relation to impairment reviews
and assessment of capital commitments was not consistent with the relevant
supporting documentation. Additional checks will be built into the procedures for
both items from next year end.

In addition to recommendations following 2023-24 audit, some recommendations
have been brought forward from 2022-23. These are complete or partially complete.
Details of these recommendations and management responses can be found at
Appendix 3 of the Annual Audit Report.
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3.0 Conclusions

3.1 In overall terms the audit report is positive, and the audit opinion is unqualified.
Management have agreed actions in respect of all recommendations and will am to
implement in line with the stated timescales.

3.2  Preparation of the Annual Accounts is one of the key outputs for the Finance and
Corporate Services Directorate. | wish to record my thanks to staff across the
Council who have contributed to this process. My thanks also go to Azets staff for
their contribution to the process and for their willingness to work in partnership with
Fife Council.

Report Contact
Elaine Muir
Head of Finance
Fife House

Email: elaine.muir@fife.gov.uk
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Key messages

Financial statements audit
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Audit
opinion

We intend to report unqualified opinions within our independent
auditor’s report.

Our audit work is substantially complete and there are currently no
matters which would require modification of our audit report,
subject to the outstanding matters detailed below:

Completion of PPE Testing
e Completion of Income and Expenditure Testing
e Completion of Testing Pensions
e Final checks and review, including for accuracy and consistency
e Completion of our internal quality assurance processes.

e Consideration of events subsequent to the balance sheet date.

Key audit
findings

The Council had appropriate administrative processes in place to
prepare the annual accounts and the supporting working papers.

Subject to the completion of the outstanding work noted above, we
have obtained adequate evidence in relation to the key audit risks
identified in our audit plan.

The accounting policies used to prepare the financial statements
are considered appropriate. We are satisfied with the
appropriateness of the accounting estimates and judgements used
in the preparation of the financial statements. All material
disclosures required by relevant legislation and applicable
accounting standards have been made appropriately.

Audit
adjustments

The Council updated the financial statements for all the potential
audit adjustments identified during the audit process.

We also identified some disclosure and presentational adjustments
during our audit, all of which have been reflected in the final set of
financial statements.
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We have applied a risk-based methodology to the audit. This
approach requires us to document, evaluate and assess the
Council’s processes and internal controls relating to the financial

Accounting  reporting process.

systems

and internal Our audit is not designed to test all internal controls or identify all

controls areas of control weakness. However, where, as part of our testing,
we identify any control weaknesses, we include these in this report.
No material weaknesses or significant deficiencies in accounting
and internal control systems during our audit.
Our independent auditor’s report on the Fife Council Charitable
Trusts Annual Report & Financial Statements is unqualified.
We have no matters to report regarding the adoption of the going
concern basis.
The Council had appropriate administrative processes in place to
prepare the financial statements and the supporting working
papers.

Fife Council We have obtained adequate evidence in relation to the key audit

Charitable risks identified in our audit plan.

Trusts

The accounting policies used to prepare the financial statements
are considered appropriate. We are satisfied with the
appropriateness of the accounting estimates and judgements used
in the preparation of the financial statements. All material
disclosures required by relevant legislation and applicable
accounting standards have been made appropriately.

We identified no audit adjustments or unadjusted audit differences.

No material weaknesses or significant deficiencies were noted.

48



Fife Council: 2023/24 Annual Audit Report to the Council and the

Controller of Audit

Wider Scope

Financial
Management

Financial
management is
concerned with
financial
capacity, sound
budgetary
processes and
whether the
control
environment
and internal
controls are
operating
effectively.

AZETS

Auditor judgement

Risks exist to the achievement of operational
objectives

The Council has appropriate arrangements in place for financial
management and the use of resources.

The Council reported a surplus outturn position of £7.033million in
2023/24, despite a net overspend being reported on services. The
outturn position was primarily driven by underspends on loans
charges and corporate budgets.

The General Fund balance decreased during the year from
£216.054million to £157.282million. With all existing
commitments taken into consideration the level of uncommitted
balances beyond 2025/26 was £13.628million or 1.32% which is
in line with the Council’s policy is to retain a minimum of 2% of
annual turnover over a rolling three year period.

The financial position for HRA for the year was a deficit of
£2.065million due to a planned contribution from balance. As a
result of increased costs, the level of CFCR was reduced by
£2.831m. If this situation continues over the coming years, this
will have an impact on the affordability of the HRA capital
programme.

The Council reported slippage of approximately 27% on its capital
programme, after incurring c.£242million of capital spend.
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Financial
Sustainability

Financial
sustainability
looks forward to
the medium and
longer term to
consider
whether the
Council is
planning
effectively to
continue to
deliver its
services and the
way in which
they should be
delivered.
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Auditor judgement

Risks exist to the achievement of operational
objectives

In recent years, the Council has managed its budget without
needing to make significant cuts to service but the financial
outlook continues to be extremely challenging. The scale of
financial pressures linked with considerable cost pressures and
service overspends going forward remain substantial and
uncertain. Significant change and difficult decisions will need to
be made to safeguard the financial sustainability of the Council.

The Council recognises there is an opportunity to bring forward
change proposals that can be delivered in a staged way to help
address the financial challenge.

The most recent revenue monitoring report for 2024/25 (presented
in September 2024) noted that the current forecast presents an
overspend of £16.672million. This is a combined result of service
overspends (£18.605million) and underspends in contingencies.
Executive Directors have been tasked to plan and implement
corrective / mitigating actions to bring costs down to a more
sustainable level.

This forecast is detrimental to the balances position, bringing the
forecast level of balances to an over committed position unless
corrective action is taken. A proposal to de-commit balances was
presented to Cabinet in September 2024. Allowing for this
proposal, the uncommitted level of balances is estimated at
£0.782million in future years which is below the policy minimum.
This will be closely monitored over the year and a critical review of
committed and earmarked balances will be undertaken to ensure
the Council operates within the agreed policy.

The Council has recognised that the HRA budget continues to be
under considerable financial pressure with increased costs due to
high inflation, staff salary increases, increasing stock figures, and
other pressures and faces a high level of financial risk.

Initial work has commenced to review the Council's Capital
Strategy, which will inform the capital investment plan. This plan
will be assessed for affordability as part of the review process
where the Council has recognised that challenges may arise in
future years given reduced funding and the challenge of
affordability beyond the level of investment proposed.
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Vision, Leadership and
Governance

Vision, Leadership and
Governance is concerned
with the effectiveness of
scrutiny and governance
arrangements, leadership
and decision making, and
transparent reporting of
financial and performance
information.
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Auditor judgement

Effective and appropriate
arrangements are in place

Fife Council sets out its vision and ambitions in its ten-
year local outcomes improvement plan (LOIP),
‘Plan4Fife’. A three-year update, ‘Plan4Fife Recovery
and Renewal’, was agreed in August 2021. Following
three-year review work in 2023/24, the recovery and
renewal priorities remain the focus for action during
2024-2027, with particular attention on the strategic
change and reform required to support the design and
development of future services and the changes
required to respond to Fife priorities, national shifts,
and social and financial pressures.

Governance arrangements throughout the year were
found to be satisfactory and appropriate. We are
satisfied that the Council and Committees continued
to receive sufficient and appropriate information
throughout the period to support effective and timely
scrutiny and challenge.
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Use of Resources to
Improve Outcomes

Audited bodies need to
make best use of their
resources to meet stated
outcomes and improvement
objectives, through effective
planning and working with
strategic partners and
communities. This includes
demonstrating economy,
efficiency, and effectiveness
through the use of financial
and other resources and
reporting performance
against outcomes.
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Auditor judgement

Risks exist to the achievement of
operational objectives

Appropriate arrangements are in place to oversee the
delivery of the Plan4Fife. Internal audit has
committed to undertake a review of the governance
arrangements in place to support the development of
the new Plan4Fife from 2027, including performance
management and reporting arrangements

Change activity has progressed throughout 2023/24
with a focus on a 3 year planning horizon. In addition,
a Corporate Change programme is being developed
that will cover three themes, namely, No Wrong Door,
Place and Digital. The Council is aiming to have
agreed and settled change plans in place by the end
of March 2025.

The Council has an already established performance
framework and is now working on developing
improvements to allow for a better connection
between people, plans and outcomes.

A significant amount of activity has been undertaken
by the Council in 2023/24 and to date to develop its
planning, performance and reporting framework.
However, further work is required to implement and
monitor the effectiveness of the identified
developments.
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Best Value
The pace and depth of improvement in the
performance of the Council in meeting its best
value duties is adequate.

Follow up The Council has made good progress in implementing previous

Improvement actions.

Effectiveness
of
performance
reporting

Significant work has been undertaken by the Council in 2023/24
and to date to improve and strengthen its performance reporting.

Improvements have been made to the presentation of
performance information, including use of trends, along with the
availability of performance information for both internal
management purposes and the availability and timeliness of
public performance information.

The Council recognises however that the success of these
changes cannot be fully evaluated until a full cycle of service
annual reporting has been completed.

Looking forward, the Council intends to further develop the
performance information made available online with a focus on
improving the way plans, performance, project delivery, evidence
of impact and community news are linked.

The Fife Strategic Assessment shows that Fife continues to face
key challenges. Based on evidence, the Council and Fife
Partnership will retain focus on existing priorities for the 2024 to
2027 period.

Fife Council has improved its performance over time on 59% of
the Local Government Benchmarking Framework (LGBF)
indicators. It has however only improved on 41% of indicators
relative to its family group and 42% compared to Scotland.

Overall, we are satisfied that the Council has made proper
arrangements for preparing and publishing Statutory Performance
Information (SPI) in accordance with the 2021 Direction.

The Council has developed an annual corporate self-assessment
of delivery against best value themes, which includes a set of best
value performance indicators. In 2023/24, Fife has improved on 9
of the 16 indicators which it will use to monitor best value.
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Thematic
review —
Workforce
Innovation —
how Councils
are
responding
to workforce
challenges

The Council has appropriate arrangements in place for building
future capacity and has developed a range of innovative schemes
and initiatives used across services to produce a resilient
workforce.

Appropriate arrangements are in place to enable the delivery of
the Council’s digital strategy. However, work is still required in
developing the leadership and culture of the organisation which
will drive digital change and progress. A key challenge for the
Council is the creation of capacity within its workforce to enable
the review, exploration and development of digital opportunities.

Resource and capacity challenges are also limiting progress
being made for a number of flexible working initiatives including
exploration of flexible working opportunities for front line working
groups and development of productivity measures for each of the
Council’s workstyles.

10
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Introduction

The annual audit comprises the audit of the annual accounts, and the wider-scope
and Best Value audit responsibilities set out in the Code of Audit Practice.

We outlined the scope of our audit in our External Audit Plan, which we presented to
the Standards, Audit and Risk Committee at the outset of our audit. We have not
made any subsequent changes to the risks outlined in that plan.

Responsibilities

The Council is responsible for preparing its annual accounts, including financial
statements which show a true and fair view, and for implementing appropriate
internal control systems. The weaknesses or risks identified in this report are only
those that have come to our attention during our normal audit work and may not be
all that exist. Communication in this report of matters arising from the audit or of risks
or weaknesses does not absolve management from its responsibility to address the
issues raised and to maintain an adequate system of control.

We do not accept any responsibility for any loss occasioned to any third party acting,
or refraining from acting on, the basis of the content of this report, as this report was
not prepared for, nor intended for, any other purpose.

We would like to thank all management and staff for their co-operation and
assistance during our audit.

Auditor independence

International Standards on Auditing in the UK (ISAs (UK)) require us to communicate
on a timely basis all facts and matters that may have a bearing on our
independence.

We confirm that we complied with the Financial Reporting Council’s (FRC) Ethical
Standard. In our professional judgement, we remained independent, and our
objectivity has not been compromised in any way.

We set out in Appendix 1 our assessment and confirmation of independence.

Adding value

All of our clients quite rightly demand of us a positive contribution to meeting their
ever-changing business needs. We add value by being constructive and forward

11
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looking, by identifying areas of improvement and by recommending and encouraging
good practice. In this way we aim to promote improved standards of governance,
better management and decision making and more effective use of public money.

Any comments you may have on the service we provide would be greatly
appreciated. Comments can be reported directly to any member of your audit team
or Audit Scotland.

Openness and transparency

This report will be published on Audit Scotland’s website www.audit-scotland.gov.uk.

12
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Annual accounts audit

Our audit opinion

Opinion Basis for opinion Conclusions
Financial We conduct our audit in The annual accounts are due to
statements accordance with applicable | be considered and approved by

law and International
Standards on Auditing.

Our findings / conclusions
to inform our opinion are
set out in this section of
our annual report.

the Standards, Audit and Risk
Committee on 30 September
2024.

Subject to the satisfactory
conclusion of our outstanding
work on our identified significant
risks, we intend to issue
unqualified opinions in our
independent auditor’s report.

Pending completion of work set
out earlier in this report there are
currently no matters which would
require modification of our audit
report.

Going concern
basis of
accounting

When assessing whether
the going concern basis of
accounting is appropriate,
the anticipated provision of
services is more relevant
to the assessment than the
continued existence of a
particular public body.

We assess whether there
are plans to discontinue or
privatise the Council’s
functions.

Our wider scope audit
work considers the
financial sustainability of
the Council.

We reviewed the financial
forecasts for 2024/25. Our
understanding of the legislative
framework and activities
undertaken provides us with
sufficient assurance that the
Council will continue to operate
for at least 12 months from the
signing date. Our audit opinion is
unqualified in this respect.

13

57



Fife Council: 2023/24 Annual Audit Report to the Council and the

Controller of Audit

=\ / AZETS

Opinion Basis for opinion Conclusions

Opinions We plan and perform audit | We have concluded that:
prescribed by the | procedures to gain . . . .
Accounts assurance that the ° ':\:e mformatliJrcl:glven mt the_
Commission: Management anagement Lommentary 1S

e Management
Commentary

e Corporate
Governance
Statement

e Remuneration
Report

Commentary, Corporate
Governance Statement

and the audited part of the

remuneration report are
prepared in accordance

with the relevant legislation

and guidance.

consistent with the financial
statements and has been
prepared in accordance with
relevant statutory guidance.

the information given in the
Corporate Governance
Statement is consistent with
the financial statements and
has been prepared in
accordance with the
Delivering Good Governance
in Local Government:
Framework.

the audited part of the
Remuneration Report has
been properly prepared in
accordance with The Local
Authority Accounts (Scotland)
Regulations 2014.

Matters reported
by exception

We are required to report
on whether:

e adequate accounting
records have not been
kept; or

e the financial statements

are not in agreement
with the accounting
records; or

e we have not received
all the information and

explanations we require

for our audit.

We have no matters to report.

14
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An overview of the scope of our audit

The scope of our audit was detailed in our External Audit Plan, which was presented
to the Standards, Audit and Risk Committee in March 2024. The plan explained that
we follow a risk-based approach to audit planning that reflects our overall
assessment of the relevant risks that apply to the Council. This ensures that our
audit focuses on the areas of highest risk (the significant risk areas). Planning is a
continuous process, and our audit plan is subject to review during the course of the
audit to take account of developments that arise.

Our risk assessment remained unchanged during the course of our audit however
we refined our approach to testing the following significant risk areas:

e Fraud in revenue recognition risk was narrowed to the occurrence of grants and
other contributions

e Risk of fraud in non-pay expenditure and accruals was narrowed to the
completeness of expenditure.

During the course of our audit we discussed this with management.

In our audit, we test and examine information using sampling and other audit
techniques, to the extent we consider necessary to provide a reasonable basis for us
to draw conclusions. This includes:

e An evaluation of the Council internal control environment, including the IT
systems and controls; and

e Substantive testing on significant transactions and material account balances,
including procedures outlined in this report in relation to our key audit risks.

Quality indicators

We have applied a suite of quality indicators to assess the reliability of the Council’s
financial reporting and response to the audit.

Metric Grading Commentary
(Mature /
developing /
significant
improvement
required)
Quality and timeliness of Mature We received the unaudited annual
draft financial accounts of a good standard in line
statements with our audit timetable.

15
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Metric Grading Commentary
(Mature /
developing /
significant
improvement
required)
Quality of working Mature We received the supporting working
papers provided and papers of a good standard in line with
adherence to timetable our audit timetable. Further
information was provided promptly
where required.
Timing and quality of Mature We did not identify any issues with
key accounting the timing and quality of key
judgements accounting judgements.
Access to finance team Mature ]YVe received fulldaccr(]assl:o the
and other key personnel Inance team an 9t erkey
personnel. All audit queries and
requests were responded to in a
timely manner.
Quality and timeliness of Mature We did not identify any issues with
the the timing and quality of these areas.
e Management
Commentary
e Corporate
Governance
Statement
e Remuneration
Report
As well as the quality
and timeliness of
supporting working
papers for those
statements.
Volume and magnitude Mature Subject to the resolution of our

of identified errors

outstanding work, we identified three
audit adjustments and no unadjusted
misstatements in year. The level of

adjustments identified is less than in
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Metric Grading Commentary
(Mature /
developing /
significant
improvement
required)

the prior year but is broadly in line
with our expectations.

Significant risk areas and key audit matters

Significant risks are defined by auditing standards as risks that, in the judgement of
the auditor, require special audit consideration. In identifying risks, we consider the
nature of the risk, the potential magnitude of misstatement, and its likelihood.
Significant risks are those risks that have a higher risk of material misstatement.
Audit procedures were designed to mitigate these risks.

As required by the Code of Audit Practice and the planning guidance issued by Audit
Scotland, we consider the significant risks for the audit that had the greatest effect
on our audit strategy, the allocation of resources in the audit and directing the efforts
of the audit team (the ‘Key Audit Matters’), as detailed in the tables below.

Our audit procedures relating to these matters were designed in the context of our
audit of the financial statements as a whole, and not to express an opinion on
individual accounts or disclosures.

Subject to the completion of our outstanding work, our opinion on the financial
statements is not modified with respect to any of the risks described below.

The table below summarises each significant risk. Detail behind each risk and the
work undertaken is set out on the following pages.

Risk area Fraud Planned Level of Outcome of
risk approach to judgement / work
controls estimation
uncertainty
Management A desi
override of ves |/\SSessdesign & Low No adjustment
controls implementation
Fraud in _ Subject to the
revenue Yes |A\Ssess design & Low completion of
recognition implementation our audit work,
no adjustments
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Risk area Fraud Planned Level of Outcome of
risk approach to judgement / work

controls estimation
uncertainty

have been
identified.

Subject to the
Fraud in non- completion of
pay expenditure | ves ASSess dES'gn & Low our al_Jdlt work,
recognition implementation no adjustments
have been
identified.

Subject to the
completion of
our audit work,
Valuation of _ yve hgye

land and No Assess deS|gn & High |dentlfleq one
buildings implementation audit adjustment
to correct an
error in
calculation of the
DRC asset uplift.

Adjustment of
£436million to
limiting the
recorded
pension asset to
£nil.

Pension NG Assess design &

asset/liability implementation High

Significant risks at the financial statement level

These risks are considered to have a pervasive impact on the financial statements
as a whole and potentially affect many assertions for classes of transaction, account
balances and disclosures.

Risk area Management override of controls

Significant risk

e Management of any entity is in a unique position to
description g y Y aue p

perpetrate fraud because of their ability to manipulate
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Risk area

Management override of controls

accounting records and prepare fraudulent financial
statements by overriding controls that otherwise appear to
be operating effectively.

Although the level of risk will vary from entity to entity, this
risk is nevertheless present in all entities. Due to the
unpredictable way in which such override could occur, it is
a risk of material misstatement due to fraud and thus a
significant risk on all audits.

This was considered to be a significant risk and Key Audit
Matter for the audit.

Inherent risk of material misstatement: Very High

How the scope of
our audit responded
to the significant
risk

Key judgement

There is the potential for management to use their
judgement to influence the financial statements as well as
the potential to override controls for specific transactions.

Audit procedures

e Documented our understanding of the journals posting
process and evaluated the design effectiveness of
management controls over journals.

e Analysed the journals listing and determined criteria for
selecting high risk and / or unusual journals.

e Tested high risk and / or unusual journals posted
during the year and after the unaudited annual
accounts stage back to supporting documentation for
appropriateness, corroboration and ensured approval
has been undertaken in line with the Council’s journals

policy.

¢ Gained an understanding of the accounting estimates
and critical judgements made by management. We
challenged key assumptions and considered the
reasonableness and indicators of management bias
which could result in material misstatement due to
fraud.

¢ Evaluated the rationale for any changes in accounting
policies, estimates or significant unusual transactions.

19
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Risk area

Management override of controls

Key observations

We did not identify any indication of management override
of controls from our audit work.

We did not identify any areas of bias in key judgements
made by management from our audit work completed to
date.

Key judgements were consistent with prior years.
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Significant risks at the assertion level for classes of transaction,
account balances and disclosures

Key risk area Fraud in revenue recognition

Material misstatement due to fraudulent financial reporting
relating to revenue recognition is a presumed, inherent risk
on every audit unless it can be rebutted.

The presumption is that the Council could adopt
accounting policies or recognise income in such a way as
to lead to a material misstatement in the reported financial
position.

In respect of council tax income, non-domestic rates,
housing rents and non-ring fenced government grants,
however, we do not consider the revenue recognition risk
to be significant due to a lack of incentive and opportunity
to manipulate these revenue streams. The risk of fraud in
relation to revenue recognition is however present in all

Significant risk
other revenue streams.

description
This was considered to be a significant risk and Key Audit
Matter for the audit.

Revisions made to our risk assessment during the
audit:

Our initial risk assessment set out that we considered the
risk of fraud in revenue recognition to be both through the
occurrence and completeness of income in the financial
statements. During the course of our audit we considered
the risk is in relation to occurrence of income and in
particular in respect of grants and other contributions.

Inherent risk of material misstatement:

Revenue (occurrence): High
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Key risk area

Fraud in revenue recognition

How the scope of
our audit responded
to the significant
risk

Key judgements

Given the financial pressures facing the public sector as a
whole, there is an inherent fraud risk associated with the
recording of income around the year end.

Audit procedures

e Evaluated the significant income streams and reviewed
the controls in place over accounting for revenue.

e Considered key areas of income and obtained
evidence that income is recorded in line with
appropriate accounting policies and the policies have
been applied consistently across the year.

Key observations

Based on the audit work performed to date, we have
gained reasonable assurance on the occurrence of income
related to grants and other contributions and we are
satisfied that this income is fairly stated in the financial
statements.

Key risk area

Fraud in non-pay expenditure recognition

Significant risk
description

As most public sector bodies are net expenditure bodies,
the risk of fraud is more likely to occur in expenditure.
There is a risk that expenditure may be misstated resulting
in a material misstatement in the financial statements.

This was considered to be a significant risk and Key Audit
Matter for the audit.

Revisions made to our risk assessment during the
audit:

Our initial risk assessment set out that we considered the
risk of fraud in expenditure recognition to be both through
the occurrence and completeness of non-pay expenditure
and accruals in the financial statements. During the
course of our audit we considered the risk is in relation to
completeness of expenditure.

Inherent risk of material misstatement:

Non-pay expenditure (completeness): High
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Key risk area

Fraud in non-pay expenditure recognition

Accruals (completeness): High

How the scope of
our audit responded
to the significant
risk

Key judgements

Given the financial pressures facing the public sector as a
whole, there is an inherent fraud risk associated with the
recording of accruals and expenditure around the year
end.

Audit procedures

e Evaluated the significant non-pay expenditure streams
and reviewed the controls in place over accounting for
expenditure.

e Considered the Council’s key areas of expenditure and
obtained evidence that expenditure is recorded in line
with appropriate accounting policies and the policies
have been applied consistently across the year.

e Tested accruals around the year end to consider if
there is any indication of understatement of balances
held through consideration of accounting estimates.

Key observations

Based on the audit work performed to date, we have
gained reasonable assurance on the completeness of
expenditure and we are satisfied that expenditure is fairly
stated in the financial statements.

Key risk area

Valuation of land and buildings (key accounting
estimate)

Significant risk
description

The Council carries out a rolling programme of revaluations
to ensure all property, plant and equipment required to be
measured at fair value is revalued at least every five years.

The Council held council dwellings with a net book value of
£1,109million and other land and buildings with a net book
value of £2,149million at 31 March 2023.

Council dwellings are valued by the District Valuer using
the beacon method which aggregates the vacant
possession value of each unit of housing stock based on
the value of a beacon or sample property. A full revaluation
exercise is completed every five years. In interim years the
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Key risk area

Valuation of land and buildings (key accounting
estimate)

values of beacon properties are updated to reflect key
factors including changes in rental prices.

Other land and buildings are held at fair value and revalued
as part of the five-year rolling programme. In addition,
indices are applied to all assets held at Depreciated
Replacement Cost (DRC) to reflect market changes within
the year. Assets valued on an existing use value (EUV) and
fair value (FV) basis are also revalued on a five year rolling
programme unless there are significant changes made to
the asset. There is a risk that these assets may be
materially misstated if markets have moved significantly in
a five year period.

There is a significant degree of subjectivity in the
measurement and valuation of property, plant and
equipment. This subjectivity and the material nature of the
Council’s asset base represents an increased risk of
misstatement in the annual accounts.

We further pinpoint this risk to specific assets, or asset
types, on receipt of the draft financial statements and the
year-end updated asset valuations to those assets where
the in-year valuation movements falls outside of our
expectations.

Inherent risk of material misstatement:

Land & Buildings (valuation): Very High
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Key risk area

Valuation of land and buildings (key accounting
estimate)

How the scope of
our audit
responded to the
significant risk

Key judgements

Councils are required to revalue property, plant and
equipment with sufficient regularity to ensure that the
carrying amount does not differ materially from the current
value at 31 March.

Audit procedures

e Evaluated management processes and assumptions for
the calculation of the estimates, the instructions issued
to the valuation experts and the scope of their work.

e Evaluated the competence, capabilities and objectivity
of the valuation expert.

e Considered the basis on which the valuation is carried
out and challenged the key assumptions applied.

e Tested the information and inputs used by the valuer to
ensure it is complete and consistent with our
understanding. If there had been any specific changes
to the assets in the year, we ensured these had been
communicated to the valuer.

e For unusual or unexpected valuation movements, tested
the information used by the valuer to ensure it is
complete and consistent with our understanding.

e Ensured revaluations made during the year have been
input correctly to the fixed asset register and the
accounting treatment within the financial statements is
correct.

e Evaluated the assumptions made by management for
any assets not revalued during the year and how
management are satisfied that these are not materially
different to the current value.

Key observations

The key work preventing us from fully concluding on
this significant risk is:

e Testing over inputs of the valuations
e Testing over surplus assets that should be classified
as other land and buildings
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Key risk area

Valuation of land and buildings (key accounting
estimate)

e Testing the reasonableness of the indices used
Valuers

Valuations are carried out by internal and external valuers
and formally communicated to the Council through
valuation reports. We have gained assurance that the
carrying value of assets in the audited annual accounts is in
line with the valuation reports. Through our testing we
noted that no formal Revaluation Report had been provided
from the internal valuer on commencement of our audit
work. This provides information over how the valuer has
carried out the valuations. We recommend that the formal
valuation report is provided in a more timely manner going
forward (Refer to recommendation 1 at appendix 2).

We have considered the instructions and information
provided to the valuer and performed procedures to confirm
the accuracy and completeness of the information. All
property, plant and equipment required to be carried at fair
value has been appropriately revalued as part of the five-
year rolling programme.

In accordance with ISA (UK) 500 - Audit Evidence we have
considered the competence, capability and objectivity of the
professional valuers and did not identify any areas which
gave us cause for concern over the suitability of those
valuers.

Other Land and Buildings: Internal valuers valued a
proportion of all other asset classifications held at fair value
(approximately 20% on a rolling basis) as at 1 April 2023
and 31 March 2024, with an uplift being applied to all
depreciated replacement cost (DRC) properties to reflect
market movements as at 31 March 2024.

Council Dwellings: External valuers valued the Council’s
full portfolio of council dwellings as at 31 March 2023. For
the year ended 31 March 2024 the external valuers have
undertaken an annual review to advise whether there has
been a change in the value of housing stock since the last
full revaluation.
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Key risk area Valuation of land and buildings (key accounting
estimate)

Review of assumptions

Other Land and Buildings: Assets valued on a DRC basis
are revalued on a five year rolling programme, with an uplift
applied yearly at 31 March to reflect market movements.

Through our review of the inputs used in the DRC
calculations, we noted that the Council do not hold formal
floor plans that document the Gross Internal Area (GIA) for
all assets. These are instead based on information
recorded in the Council’s systems. We encourage the
Council to formally document the GIA for all assets through
formal floor plans (Refer to recommendation 2 at
appendix 2).

For all DRC assets that had an uplift applied, we reviewed
the percentage increase to ensure it had been applied
correctly to the asset cost. Through this work we noted an
error in the calculation of this increase which resulted in an
audit adjustment to correct the error in the annual accounts.

Assets valued on an existing use value (EUV) and fair
value (FV) basis are revalued on a five year rolling
programme unless there are significant changes made to
the asset. As the assets are valued at 1 April, there is the
risk that the value of these assets could have materially
changed at the year end. The valuers provide an assurance
report to the finance team at the year-end detailing any
significant movements and changes to these assets which
require reflecting in the year end asset values. This is then
used by management to gain assurance that the value is
appropriate at the year end.

The Council applies component accounting to land and
buildings. The Council’s accounting policies reflect that the
building component of an asset is separated into further
components primarily to those with a carrying value of over
£10million. This methodology is deemed to be reasonable.

Council Dwellings: Council dwellings are valued using the
beacon method which aggregates the vacant possession
value of each unit of housing stock based on the value of a
beacon or sample property. An adjustment factor is applied
to the asset’s unrestricted value to reflect the lower rent
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Key risk area

Valuation of land and buildings (key accounting
estimate)

yield from social housing compared to market rates. A full
revaluation exercise is completed every five years, with the
last exercise undertaken in 2022/23. Annual reviews are
undertaken in between the full revaluation exercises to
establish whether the value of the housing stock has
changed since the last full revaluation. For 2023/24 the
external valuer advised that the value of the HRA stock is
likely to have increased in the region of 1%.

As part of our audit work, we challenged the
appropriateness of the uplift factor. The increase applied by
the Council is in the region of 1% which we deem to be
reasonable based on the market evidence available and
through discussions with the valuer. We have also
confirmed that the Council has applied this uplift
appropriately. Through our audit work however we noted
that there is little challenge by management on the uplift
provided by the valuer and how this should be applied. We
recommend that there is more challenge of the outputs
provided by the valuer including the Council Dwellings uplift
and improved procedures to check the reasonableness of
the information provided are built into management’s year
end procedures (Refer to recommendation 3 at appendix
2).

Impairment

The Council has developed appropriate procedures for
assessing whether there has been an impairment which
takes cognisance of a range of sources of information. This
includes:

e Any changes in condition per the condition surveys
performed as part of the five year rolling programme.

e Confirmation from finance business partners, through
template working papers, of asset ownership, existence
and whether there is any indication of impairment.

No indication of material impairment was identified, which is
consistent with our audit work.

Our audit work however identified a number of instances
indicated assets were either disposed, no longer in use,
scrapped, written off or stolen. However, these assets
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Key risk area

Valuation of land and buildings (key accounting
estimate)

remained on the fixed asset register at 31 March 2024 with
positive net book values. We are satisfied that the total net
book value of these assets is below our reporting threshold
but encourage the finance team to further investigate
assets on the returned impairment assessment template
working papers, specifically those assets which appear to
no longer exist or to be in use by services(Refer to
recommendation 4 at appendix 2).

Disclosure of Estimation Uncertainty

IAS 1 ‘Presentation of Financial Statements’ requires
entities to disclose assumptions made about the future and
other major sources of estimation uncertainty, specifically
those that present a significant risk of resulting in a material
adjustment to the carrying amount of assets and liabilities
within the next financial year. Disclosures should include
the nature of the assumption or estimation uncertainty and
the sensitivity of the carrying amounts to the methods,
assumptions and estimates underlying their calculation.

The Council has identified the valuation of property, plant
and equipment as a major source of estimation uncertainty.
At our request, management have included further
disclosures within the annual accounts on the methodology
used in 2023/24 when determining the valuation of all
assets held at fair value.
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Key risk area

Pension asset / liability (key accounting estimate)

Significant risk
description

An actuarial estimate of the pension fund asset/liability is
calculated on an annual basis under IAS 19 and on a
triennial funding basis by an independent firm of actuaries
with specialist knowledge and experience. The estimates
are based on the most up to date membership data held by
the pension fund and have regard to local factors such as
mortality rates and expected pay rises with other
assumptions around inflation when calculating the
liabilities.

A significant level of estimation is required in order to
determine the valuation of pension assets/liabilities. Small
changes in the key assumptions (including discount rates,
inflation, and mortality rates) can have a material impact on
the pension asset/liability.

There is a risk that the assumptions used are not
appropriate.

Inherent risk of material misstatement:

Pensions (valuation): High

How the scope of
our audit
responded to the
significant risk

Key judgements

A significant level of estimation is required in order to
determine the valuation of pension assets/liabilities. Small
changes in the key assumptions (including discount rates,
inflation and mortality rates) can have a material impact on
the pension asset/liability.

Audit procedures

¢ Reviewed the controls in place to ensure that the data
provided from the pension fund to the actuary is
complete and accurate.

¢ Reviewed the reasonableness of the assumptions used
in the calculation against other local government
pension fund actuaries and other observable data.

e Agreed the disclosures in the financial statements to
information provided by the actuary.
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Key risk area

Pension asset / liability (key accounting estimate)

e Considered the competence, capability and
objectiveness of the management expert in line with
ISA (UK) 500 Audit Evidence.

Key observations

The IAS 19 actuarial report for the Council identifies a
pension surplus (or pension asset) of £49.218million.
Actuaries calculate the year end position based on a
number of assumptions and, in recent years, increases in
the discount rate assumption is the main factor in the
pension asset calculation outcome following many years
where a pension liability outcome was expected.

Accounting standards require the Council to review the
pension surplus and only recognise the lower of the surplus
or an ‘asset ceiling’. The pension asset ceiling for this year
limited the asset value to £148.555million.

An adjustment has been made in both the current year and
prior year to identify the unfunded pension liability which
should be separated from the funded position. In the
current year the unfunded pension liability was
£99.337million and in the prior year £102.468million.

We are satisfied that we have obtained reasonable
assurance over the disclosures in the financial statements
relating to the reported financial position.

We reviewed the reasonableness of those assumptions
used in the calculation against other local government
pension fund actuaries and other observable data, with no
issues identified. In addition, we reviewed the information
in the actuarial report for completeness and accuracy
against the published pension fund data.

We have considered the competence, capability and
objectivity of the actuary in line with the requirements of
ISA (UK) 500 - Audit Evidence. From this review we did not
identify any items which gave us cause for concern over
the suitability of the actuary.
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Common Good

Local Authorities are required to administer common good funds under section 15 of
the Local Government (Scotland) Act 1994. The purpose of common good funds is
to provide benefit to the population of the area either through the disbursement of
funds, securing assets for on-going use for the population or contributing to specific
local projects/initiatives.

The Common Good Fund stands separately from the Council’s annual accounts and
has been described as “the ancient patrimony of the community”.

During our 2023/24 audit of the Common Good fund annual accounts, we noted the
following:

Common Good Asset Registers

Local Authorities have a statutory responsibility, per Part 8 of the Community
Empowerment (Scotland) Act 2015, to establish, maintain and publish a register of
all property held by them for the common good. The Council has met all statutory
deadlines set by this act in the establishment, consultation and publication of a
common good register.

The Council’s common good register was published for consultation in July 2019 and
members of the public were able to provide feedback on the register until September
20109.

The guidance required the Council to publish a first draft of the register within 6
months of the consultation period closing. The first post-consultation draft of the
register was published on the Council’'s Common Good Webpage in March 2020.

The common good register at 31 March 2024 is publicly available on the Council’s
website.

We reviewed the requirements of the Community Empowerment (Scotland) Act 2015
along with related Scottish Ministerial guidance. As part of this work, we identified a
number of art and artefact assets which were included in the published common
good register but not the fixed asset register used to populate the accounts. We
recommend that going forward, the Council regularly reconciles the published
common good asset register to the fixed asset register used to populate the
accounts to ensure the published register remains up to date. This should include
consideration of art and artefacts assets.

32

/6



Fife Council: 2023/24 Annual Audit Report to the Council and the
Controller of Audit - A Z E T S

Materiality

Materiality is an expression of the relative significance of a matter in the context of
the financial statements as a whole. A matter is material if its omission or
misstatement would reasonably influence the decisions of an addressee of the
auditor’s report. The assessment of what is material is a matter of professional
judgement and is affected by our assessment of the risk profile of the Council and
the needs of users. We review our assessment of materiality throughout the audit.

Whilst our audit procedures are designed to identify misstatements which are
material to our audit opinion, we also report to the Council and management any
uncorrected misstatements of lower value errors to the extent that our audit identifies
these.

Our initial assessment of materiality for the group financial statements was
£35.3million and the Council’s financial statements was £34.6 million. On receipt of
the 2023/24 unaudited financial statements, we reassessed materiality and updated
as set out in the table below based on the reduced gross expenditure incurred in
year. This change is the result of the Councils results for the year, rather than a
change in our judgements around the materiality threshold as this remains set as 2%
gross expenditure.

We have undertaken procedures to confirm this reduction in materiality, when
applied retrospectively to our planning risk assessment, did not identify any new
material risks which, under the old materiality, would have not been material.

Group Council

£million £million

Overall materiality for the financial statements 33.5 33.03
Performance materiality 25.13 24.77
Trivial threshold 1.675 1.65

Our assessment is made with reference to the group and

Council’s gross expenditure. We consider this to be the principal

consideration for users of the annual accounts when assessing
Materiality financial performance of the Council and its group.

Our assessment of materiality equates to approximately 2% of
gross expenditure as disclosed in the 2023/24 unaudited annual
accounts.
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In performing our audit, we apply a lower level of materiality to
the audit of the Remuneration Report and Related Parties
disclosures.

For the Remuneration Report our materiality is set at £5,000.

For Related Party transactions, in line with the standards, we
consider the significance of the transaction with regard to both
Fife Council and the Counter party, the smaller of which drives
materiality considerations on a transaction by transaction basis.

We apply separate materiality levels to Common Good
(£11.96million) and the Non-Domestic Rate Income Account
(E4.31million).

Performance materiality is the working level of materiality used

throughout the audit. We use performance materiality to

determine the nature, timing and extent of audit procedures

carried out. We perform audit procedures on all transactions, or

groups of transactions, and balances that exceed our

performance materiality. This means that we perform a greater
Performance  |eyel of testing on the areas deemed to be at significant risk of
materiality material misstatement.

Performance materiality is set at a value less than overall
materiality for the financial statements as a whole to reduce to
an appropriately low level the probability that the aggregate of
the uncorrected and undetected misstatements exceed overall
materiality.

Trivial misstatements are matters that are clearly
inconsequential, whether taken individually or in aggregate and
whether judged by any quantitative or qualitative criteria.

Trivial
misstatements

Group audit

The Council has group arrangements which requires consolidation of a range of
subsidiaries, associates and joint ventures. The group structure is detailed within the
Council’s annual accounts.

The Council prepares group financial statements in addition to its own financial
statements, as required by the CIPFA Code, as there are material differences
between the Council and group figures.

As group auditors under ISA (UK) 600 we are required to obtain sufficient
appropriate audit evidence regarding the financial information of the components and
regarding the consolidation process to express an opinion on whether the group
financial statements are prepared, in all material respects, in accordance with the
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applicable financial reporting framework. The table below sets out the components
within the group.

As set out in our External Audit Plan we did not identify any components to be
significant in the context of the group audit: We revisited our assessment, following
receipt of the unaudited financial statements and our assessment remained the
same.

35

79



Fife Council: 2023/24 Annual Audit Report to the Council and the A '
Controller of Audit - A Z E T S

Component Significant Level of response required
Fife Integration Joint Board No Analytical
Fife Coast & Countryside Trust No Analytical
Fife Cultural Trust No Analytical
Fife Golf Trust No Analytical
Fife Sports & Leisure Trust No Analytical
Cireco (Scotland) LLP No Analytical
Fife Resource Solutions LLP No Analytical
Business Gateway Fife No Analytical
Fife Council Charitable Trusts No Analytical
Fife Council Other Trusts No Analytical
Common Good No Analytical

Analytical - the component is not significant to the Group and audit risks can be
addressed sufficiently by applying analytical procedures at the Group level.

As part of our audit, we reviewed the consolidation entries made within the group
accounts, confirmed those entries back to the financial statements of the group
bodies and evaluated any significant adjustments made to align the accounting
policies. No issues were noted from this work.

Audit differences

The Council updated the annual accounts for all potential audit adjustments
identified during the audit process.

We also identified disclosure and presentational adjustments during our audit, which
have been reflected in the final set of annual accounts.

Internal controls

As part of our work, we considered internal controls relevant to the preparation of the
financial statements such that we were able to design appropriate audit procedures.
Our audit is not designed to test all internal controls or identify all areas of control
weakness. However, where, as part of our testing, we identify any control
weaknesses, we report these at Appendix 2. These matters are limited to those
which we have concluded are of sufficient importance to merit being reported.
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Follow up of prior year recommendations

We followed up on progress in implementing actions raised in the prior year as they
relate to the audit of the financial statements. Full details of our findings are included

in Appendix 3.

Other communications

Other areas of focus

Area of focus

Audit findings and conclusion

Significant matters on which there was
disagreement with management

There were no significant matters on
which there was disagreement with
management.

Significant management judgements
which required additional audit work
and / or where there was
disagreement over the judgement and
/ or where the judgement is significant
enough that we are required to report it
to those charged with governance
before they consider their approval of
the accounts

Subject to completion, we have not
identified any other significant
management judgements which required
additional audit work, where there was
disagreement over the judgement or
where the judgement is significant
enough that requires reporting, in
addition to those reflected in this report.

Prior year adjustments identified

An adjustment has been made in the
prior year to identify the unfunded
pension liability which should be
separated from the funded position. In
the prior year the unfunded pension
liability was £102.468million.

Concerns identified in the following:

e Consultation by management with
other accountants on accounting or
auditing matters

e Matters significant to the oversight
of the financial reporting process

e Adjustments / transactions
identified as having been made to

No concerns were identified in relation to
these areas.
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Area of focus Audit findings and conclusion

meet an agreed system position /
target

Accounting policies

The accounting policies used in preparing the financial statements are unchanged
from the previous year.

Our work included a review of the adequacy of disclosures in the financial
statements and consideration of the appropriateness of the accounting policies
adopted by the Council.

The accounting policies, which are disclosed in the financial statements, are
considered appropriate.

There are no significant financial statements disclosures that we consider should be
brought to your attention. All the disclosures required by relevant legislation and
applicable accounting standards have been made appropriately.

Key judgements and estimates

As part of the planning stages of the audit we identified all accounting estimates
made by management and determined which of those are key to the overall financial
statements.

Consideration was given to asset valuations, impairment and depreciation rates,
pension valuations, provisions for legal obligations and doubtful debts. Other than
asset and pensions valuations, we have not determined the accounting estimates to
be significant. See the section above on “Significant risks at the assertion level for
classes of transaction, account balances and disclosures” for detailed findings in
relation to key accounting estimates.

We reviewed the key estimates and judgements that management made in respect
to the identified key accounting estimates for indication of bias and assessed
whether the judgements used by management are reasonable. Overall, we
concluded that for those key accounting estimates they were balanced and
appropriate.

Fraud and suspected fraud

We have previously discussed the risk of fraud with management and the Standards,
Audit and Risk Committee. We have not been made aware of any incidents in the
period nor have any incidents come to our attention from our audit testing.

Our work as auditor is not intended to identify any instances of fraud of a non-
material nature and should not be relied upon for this purpose.
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Non-compliance with laws and regulations

As part of our standard audit testing, we have reviewed the laws and regulations
impacting the Council. There are no indications from this work of any significant
incidences of non-compliance or material breaches of laws and regulations.

The Local Authority Accounts (Scotland) Regulations 2014

As part of our audit we reviewed the Council’s compliance with the Local Authority
Accounts (Scotland) Regulations 2014, in particular with respect to regulations 8 to
101 as they relate to the annual accounts.

Overall, we concluded that appropriate arrangements were in place to comply with
these Regulations.

Written representations

We will issue the letter of representation to the Executive Director of Finance and
Corporate Services to sign at the same time as the annual accounts are approved.

Related parties
We are not aware of any related party transactions which have not been disclosed.

Confirmations from third parties
All requested third party confirmations have been received.

! Regulations 8 to 10 relate to the preparation and publication of unaudited accounts,
notice of public right to inspect and object to the accounts and consideration and
signing of the audited accounts.
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Fife Council Charitable Trusts

The Charities Accounts (Scotland) Regulations 2006 outline the accounting and
auditing requirements for charitable bodies. The Regulations require an auditor to
prepare a report to the charity trustees where an audit is required by any other
enactment.

The Council’s charitable trusts are covered by the requirements of section 106 of the
Local Government (Scotland) Act 1973 and consequently require a full audit. Each
registered charitable trust has required a full audit since 2013/14.

There are 43 Charitable Trusts, 30 of which are Settlement Trust Funds. Financial
statements are all 43 registered charities have been prepared using the connected
charities provision.

Audit opinion

Our independent auditor’s report on the Fife Council Charitable Trusts Annual Report
& Financial Statements is unqualified.

We have no matters to report regarding the adoption of the going concern basis.

The Council had appropriate administrative processes in place to prepare the
financial statements and the supporting working papers.

Significant risks at the financial statement level

We have obtained adequate evidence in relation to the key audit risks identified in
our audit plan.

These risks are considered to have a pervasive impact on the financial statements
as a whole and potentially affect many assertions for classes of transaction, account
balances and disclosures.
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Other communications

On receipt of the 2023/24 unaudited financial statements, we reassessed materiality
and updated as set out in the table below. We consider that our updated assessment
has remained appropriate throughout our audit.

Overall Performance Trivial

materiality Materiality threshold

(£) (£) (E)
Settlement Trusts
Ladybank £471 £353 £24
Kingskettle £119 £90 £6
Kilconquhar £348 £261 £17
Freuchie and Area £371 £278 £19
Falkland £176 £132 £9
Crall £5,307 £3,980 £265
Cupar £3,289 £2,467 £164
Auchtermuchty £706 £530 £35
St Monans £2,685 £2,014 £134
Elie £890 £667 £44
Newburgh £4,280 £3,210 £214
Anstruther & Cellardyke | £9,320 £6,990 £466
St Andrews £6,729 £5,047 £336
Dunfermline £4,644 £3,483 £232
Leslie £126 £95 £6
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Overall Performance Trivial

materiality Materiality threshold

(£) (£) (E)
Collessie £136 £102 £7
Tayport £661 £496 £33
Pittenweem £1,121 £841 £56
Leven £559 £419 £28
Kennoway £67 £50 £3
Buckhaven and Methil £78 £58 £4
Burntisland £1,289 £967 £64
Kirkcaldy £10,672 £8,004 £534
Kinghorn £1,546 £1,160 ET7
Auchtertool £47 £36 £2
Culross £232 £174 £12
Limekilns £229 £171 £11
Kincardine £1,619 £1,214 £81
Lochgelly £1,086 £815 £54
Ballingry £604 £453 £30
Other Trusts
Waugh & Wharrie £133 £100 £7
Bequest
Adam Smith / Gow / £546 £410 £27
Beveridge Bequest
A. A. Wilkie Trust - £6 £5 £0

Children
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Overall Performance Trivial
materiality Materiality threshold
(E) (E) (E)
Fl. Lawsons Executry £47 £36 £2
Raemore Mort. K/L £157 £118 £8
Frances Lawson's £68 £51 £3
Bequest
Ogilvy Dalgleish £113 £85 £6
Mortification
Macintosh Bequest £49 £37 £2
B.F. Nisbet's Trust & £378 £283 £19
Garden
Thomas S. Greig's £971 £728 £49
Bequest
Thomson Bequest and £1,220 £915 £61
Laing Library
Bell Fund / Good £14,519 £10,889 £726
Templars Fund
Thomas Ireland's Trust £209 £157 £10

The accounting policies used to prepare the financial statements are considered
appropriate. We are satisfied with the appropriateness of the accounting estimates
and judgements used in the preparation of the financial statements. All material
disclosures required by relevant legislation and applicable accounting standards
have been made appropriately.

We identified no audit adjustments or unadjusted audit differences.

No material weaknesses or significant deficiencies in controls operating were noted.
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Wider Scope

Financial
Management

Financial
management is
concerned with
financial
capacity, sound
budgetary
processes and
whether the
control
environment
and internal
controls are
operating
effectively.

Auditor judgement

Risks exist to the achievement of operational
objectives

The Council has appropriate arrangements in place for financial
management and the use of resources.

The Council reported a surplus outturn position of £7.033million in
2023/24, despite a net overspend being reported on services. The
outturn position was primarily driven by underspends on loans
charges and corporate budgets.

The General Fund balance decreased during the year from
£216.054million to £157.282million. With all existing
commitments taken into consideration the level of uncommitted
balances beyond 2025/26 was £13.628million or 1.32% which is
in line with the Council’s policy is to retain a minimum of 2% of
annual turnover over a rolling three year period.

The financial position for HRA for the year was a deficit of
£2.065million due to a planned contribution from balance. As a
result of increased costs, the level of CFCR was reduced by
£2.831m. If this situation continues over the coming years, this
will have an impact on the affordability of the HRA capital
programme.

The Council reported slippage of approximately 27% on its capital
programme, after incurring c.£242million of capital spend.
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Financial
Sustainability

Financial
sustainability
looks forward to
the medium and
longer term to
consider
whether the
Council is
planning
effectively to
continue to
deliver its
services and the
way in which
they should be
delivered.

=\ / AZETS

Auditor judgement

Risks exist to the achievement of operational
objectives

In recent years, the Council has managed its budget without
needing to make significant cuts to service but the financial
outlook continues to be extremely challenging. The scale of
financial pressures linked with considerable cost pressures and
service overspends going forward remain substantial and
uncertain. Significant change and difficult decisions will need to
be made to safeguard the financial sustainability of the Council.

The Council recognises there is an opportunity to bring forward
change proposals that can be delivered in a staged way to help
address the financial challenge.

The most recent revenue monitoring report for 2024/25 (presented
in September 2024) noted that the current forecast presents an
overspend of £16.672million. This is a combined result of service
overspends (£18.605million) and underspends in contingencies.
Executive Directors have been tasked to plan and implement
corrective / mitigating actions to bring costs down to a more
sustainable level.

This forecast is detrimental to the balances position, bringing the
forecast level of balances to an over committed position unless
corrective action is taken. A proposal to de-commit balances was
presented to Cabinet in September 2024. Allowing for this
proposal, the uncommitted level of balances is estimated at
£0.782million in future years which is below the policy minimum.
This will be closely monitored over the year and a critical review of
committed and earmarked balances will be undertaken to ensure
the Council operates within the agreed policy.

The Council has recognised that the HRA budget continues to be
under considerable financial pressure with increased costs due to
high inflation, staff salary increases, increasing stock figures, and
other pressures and faces a high level of financial risk.

Initial work has commenced to review the Council's Capital
Strategy, which will inform the capital investment plan. This plan
will be assessed for affordability as part of the review process
where the Council has recognised that challenges may arise in
future years given reduced funding and the challenge of
affordability beyond the level of investment proposed.
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Vision, Leadership and
Governance

Vision, Leadership and
Governance is concerned
with the effectiveness of
scrutiny and governance
arrangements, leadership
and decision making, and
transparent reporting of
financial and performance
information.

=\ / AZETS

Auditor judgement

Effective and appropriate
arrangements are in place

Fife Council sets out its vision and ambitions in its ten-
year local outcomes improvement plan (LOIP),
‘Plan4Fife’. A three-year update, ‘Plan4Fife Recovery
and Renewal’, was agreed in August 2021. Following
three-year review work in 2023/24, the recovery and
renewal priorities remain the focus for action during
2024-2027, with particular attention on the strategic
change and reform required to support the design and
development of future services and the changes
required to respond to Fife priorities, national shifts,
and social and financial pressures.

Governance arrangements throughout the year were
found to be satisfactory and appropriate. We are
satisfied that the Council and Committees continued
to receive sufficient and appropriate information
throughout the period to support effective and timely
scrutiny and challenge.
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Use of Resources to
Improve Outcomes

Audited bodies need to
make best use of their
resources to meet stated
outcomes and improvement
objectives, through effective
planning and working with
strategic partners and
communities. This includes
demonstrating economy,
efficiency, and effectiveness
through the use of financial
and other resources and
reporting performance
against outcomes.

AZETS

Auditor judgement

Risks exist to the achievement of
operational objectives

Appropriate arrangements are in place to oversee the
delivery of the Plan4Fife. Internal audit has
committed to undertake a review of the governance
arrangements in place to support the development of
the new Plan4Fife from 2027, including performance
management and reporting arrangements

Change activity has progressed throughout 2023/24
with a focus on a 3 year planning horizon. In addition,
a Corporate Change programme is being developed
that will cover three themes, namely, No Wrong Door,
Place and Digital. The Council is aiming to have
agreed and settled change plans in place by the end
of March 2025.

The Council has an already established performance
framework and is now working on developing
improvements to allow for a better connection
between people, plans and outcomes.

A significant amount of activity has been undertaken
by the Council in 2023/24 and to date to develop its
planning, performance and reporting framework.
However, further work is required to implement and
monitor the effectiveness of the identified
developments.
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Financial management

Financial performance

The 2023/24 Comprehensive Income and Expenditure Statement shows that the
Council spent a total of over £1billion on the provision of public services and
recorded an accounting deficit on the provision of services of £1.685million. The
accounting deficit is partly technical as it includes elements of income and
expenditure that need to be accounted for to comply with the Code of Practice on
Local Authority Accounting (the Code), and which are subsequently adjusted to show
their impact on statutory Council reserves.

The key measure of performance in the year is the movement in the Council’s
general fund balance. Following the required adjustments, the net impact on the
general fund is a decrease of £58.772million to £157.282million. In total, cash
backed (useable) reserves held by the Council decreased by £57.402million in the
year to £181.314million.

Movement in the Council’s useable reserves per the Annual Accounts 2023/24

2023/24 2022/23 Movement
£million £million £million

General Fund 157.282 216.054 (58.772)
Housing Revenue Account (HRA) 5.315 7.380 (2.065)
Insurance Fund 17.583 14.423 3.160
Capital Fund 0 0 0
Capital Grants and Receipts Unapplied 1.134 0.859 0.275
Total useable reserves 181.314 238.716 (57.402)

Source: Fife Council Annual Accounts 2023-24

The decrease in general fund balance comprises:

e An overall surplus of £7.033million against the 2023/24 budget (this comprises an
overspend of £6.211million against budget within Service Expenditure, an
underspend of £1.934million on loan charges, an underspend on
obligation/contingencies of £13.279million and Council tax being £1.968million
under recovered).

e Less transfers from other statutory reserves of £3.181million.
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e Less £62.624million of budgets transferred from balances brought forward and
used in year

The unallocated General Fund was £13.628million as at 31 March 2024, a decrease
of £23.379million from the previous year. This equates to 1.3% of budgeted net
revenue expenditure (2022/23: 3.7%). The Council’s policy minimum is to maintain a
level of 2% balances over a rolling three year period which means that the level can
dip below 2% level provided it returns to 2% within three years. This presents a risk
going forward of the Council breaching its reserves policy minimum which we have
considered further in the financial sustainability section of our report.

The remaining balance of £143.654million is either earmarked or committed for
specific purposes including:

e Earmarked balances (£108.577million): includes significant commitments which
underpin the investment in the capital plan (£66.780million), financial
consequences of COVID-19 (£18.930million) and council tax- second homes
(£8.926million).

e Commitments (£35.077million): includes £13.330million for changing
demographics, £9.906million for Change Programmes and £6.123million for
workforce change.

Details of the make-up of these balances are shown in note 6 to the annual
accounts.

Revenue performance against budget

The final outturn position on the General Fund for 2023/24 shows a surplus of
£7.033million compared to the balanced budget set at the outset. This surplus has
been set aside in reserves.

The main contributory factors to the year end outturn position are:

1. Services overspends (£6.211million)

The revenue budget for 2023/24 was set using a different approach from previous
years. As prior years’ outturn positions had been favourable, a short-term strategy
was considered and the budget gap reduced by realigning budgets with recurring
underspends, substituting some funding streams for core funding and the approach
to budgeting for vacancy management was changed to take account of the actual
vacancy level being experienced over recent years. In doing so, no savings
proposals from services were required but this has contributed to the overspend
position across services (excluding Health & Social Care) during 2023/24.

The service experiencing the most significant level of overspend was Health and
Social Care, presenting an overspend of £14.717million. This position primarily
related to a £10.880million shortfall in income as a result of income not being
received from NHS Fife in line with IJB directions. The remaining overspend is
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mainly due to an increase in care placements and packages commissioned above
budget. Reserves of £12.173million were drawn down leaving an overspend of
£2.480million in the Council. However, the overall 1JB overspend was £5.578million
with Fife Council being responsible for 38%, in line with the risk share agreement,
which equates to £2.120million. A transfer of £0.360million was therefore required
from the NHS Fife to meet the remaining overspend per the risk share agreement.

Due to the significance of the year end outturn movement, the 1JB conducted a
lessons learned exercise. The lessons learned exercise involved examining the key
areas contributing to the significant movement in the year end forecast position,
reviewing controls currently in place and developing an associated action plan. A
report outlining corrective actions identified was presented to the IJB’s Finance,
Performance and Scrutiny Committee in July 2024.

The Council has recognised within its Annual Governance Statement that a
partnership approach is required to mitigate the level of financial risk emerging within
the health and social care partnership. Monthly meetings with senior finance staff
across the partnership have been implemented to allow for greater scrutiny of
financial controls, financial management and significant movements in budget.

Other services which experienced overspend positions are Education and Children’s
Services (£1.843million), Place (£2.198million) and Communities (£2.525million).

2. Loan charges underspend (£1.934million)

The Loan Charges underspend results from lower borrowing from the loans fund in
previous financial years due to the level of cash held by the Council.

The Council are expecting that there will likely be an increase in the cost of
borrowing in future given the significant level of planned capital costs over the
lifetime of the capital investment plan, and interest rates being higher than
anticipated.

3. Obligations/Contingencies underspend (£13.279million)

The underspend position reflects that the funding provision for all pay awards was
higher than the costs of the pay settlement by £9.562million. This results in a one-off
underspend in the current year which has been used to reduce the budget gap
position in 2024/25.

Housing revenue account (HRA)

During the year, the Council underspent on its CFCR by £2.831m as a result of
overspends across the HRA. Overall, there was a planned use of HRA balances of
£2.064million which is being used to cover the planned expenditure.

As a result of significant pressures across the HRA , planned revenue contribution to
the HRA capital plan was reduced by £2.831million to £24.497million (reduced by
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£8.067million in 2022/23). If this situation continues over the coming years, there is a
risk that this will have an impact on the affordability of the HRA capital programme.

The most significant area of overspend on the HRA was repairs and maintenance
costs which continue to be impacted by high inflation on materials and employee
costs, alongside an increase in the volume of Change of Tenancies. A recent
Temporary Accommodation Court Judgement awarded a number of Homelessness
tenants a secure tenancy which resulted in an increase in Change of Tenancies.

After taking into account the planned use of commitments in the year of
£2.064million and further current commitments totalling £5.316million the level of
uncommitted HRA Fund balances is £2.594million. This is in line with the Council’s
policy to maintain uncommitted balances at around 2% of Net Rental Income.

Capital expenditure

Capital Expenditure for 2023/24 was £242.073million, a variance of £89.099million
(26.9%) against budget. This represents an increase in capital investment compared
to previous financial years (2022/23: £189.362million).

The slippage related to a variety of themes including HRA, which represents 48% of
the Council’s total slippage for 2023/24 (£43million). Slippage is being experienced
particularly in relation to Affordable Housing Programmes, due to inflation and cost
increases, resulting in delays in project start dates. The remaining slippage is across
all themes and relates to a variety of factors including decisions on the allocation of
additional investment, delays in supply chains, as well as delays in tenders, funding
packages, contracts and acquisitions.

Full detail of material capital expenditure variances continues to be regularly
reported to the Cabinet Committee and the relevant Scrutiny Committees.

Treasury management

Treasury management is undertaken with regard to the CIPFA Code of Practice for
Treasury Management in the Public Services and CIPFA’s Prudential Code.

The Council has a treasury management strategy which ensures that all decisions
taken on treasury management give primary importance to minimising and managing
potential risk. The revised treasury management strategy 2024-27 was approved by
the Cabinet Committee in April 2024.

The 2022/23 Treasury Annual Report and 2023/24 mid-year report were presented
to the Cabinet Committee in November 2023. Performance against the approved
2022/23 Prudential and Treasury Indicators was within agreed limits for the financial
year. The 2023/24 Annual Report is due to be presented to the Cabinet Committee
in November 2024.
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During the last quarter on 2023/24, debt rescheduling was undertaken in relation to
some of the Council’s Lender Option Borrower Option (LOBO) loans which resulted
in discounts and interest rate savings. This has resulted in lower than anticipated
loan charges in the current and future financial years.

Systems of internal control

We have evaluated the Council’s key financial systems and internal financial controls
to ensure internal controls are operating effectively to safeguard public assets.

We did not identify any significant weaknesses in the Council’s accounting and
internal control systems during our audit.

Prevention and detection of fraud and irregularity

The Council is responsible for establishing arrangements for the prevention and
detection of fraud, error and irregularities, bribery and corruption.

We have reviewed the arrangements and concluded that there are appropriate
arrangements for the prevention and detection of fraud, error and irregularities.

National fraud initiative

The National Fraud Initiative (NFI) is a counter-fraud exercise co-ordinated by Audit
Scotland working together with a range of Scottish public bodies to identify fraud and
error. The most recent NFI exercise commenced in 2022, with matches received for
investigation from January 2023. Most matches required to be investigated by 30
September 2023 and the results recorded on the NFI system.

Fife Council engaged well with the NFI exercise and we have concluded that its
arrangements with respect to NFI follow up activity are satisfactory. There was a
good level of timely follow up activity, meaning that matches were appropriately
closed down. In addition, Fife Council has strong governance arrangements in
relation to communication and transparency of NFI including presenting the results of
the self-appraisal checklist and regular NFI progress updates and outcomes to the
Standards, Audit and Risk Committee.
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Financial sustainability

Significant audit risk

Our audit plan identified a significant risk in relation to financial sustainability under
our wider scope responsibilities:

Extract from External Audit Plan - Financial sustainability

The Council’s financial planning is underpinned by its Medium-Term Financial
Strategy (MTFS). The latest MTFS, to be reported in February 2024, is projecting
provisional cumulative budget gaps of £8.212million, £24.370million, and
£42.522million for 2024/25, 2025/26, and 2026/27 respectively.

The Council has identified several initiatives to close the remaining general fund
revenue budget gap and present a balanced budget for 2024/25. These include:

e Proposal to allow services to raise discretionary fees and charges for council
services by up to 5% (anticipated gap reduction of £0.755million).

¢ Fife Council’s indicative funding allocation to freeze Council Tax (anticipated
gap reduction of £9.337million). Management has acknowledged that this is a
political decision but they are currently proposing to agree to the freeze due to
no financial benefit above the value of the additional funding being received
unless council tax was raised by at least 4.9%.

Implementing these initiatives would result in a small general fund revenue surplus
of £1.880million for 2024/25. In order to achieve a balanced budget, the Council
are anticipating using this balance to support investment in educational
psychologists, mid Fife subsidised bus contracts and street cleaning and grounds
maintenance.

After revising the medium term financial plan to incorporate the same assumptions
as for 2024/25, the Council continue to forecast funding gaps of £16.158million
and £34.310million respectively for 2025/26 and 2026/27.

The Council continues to hold a significant reserves balance (£26million
uncommitted balance at January 2024) but has acknowledged that these cannot
be utilised as a sustainable solution to close the medium term budget gap. The
Council recognises that bridging gaps of this magnitude will require major changes
to services and how they are delivered and have committed to focus on a longer-
term change planning process to address the financial challenge from 2025/26
onwards.

The Council has recognised that the HRA budget is also under considerable
financial pressure and faces a high level of financial risk. The estimated 2024/25
funding gap on the HRA budget is £7.020million. Rent increase options of 5%, 6%
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Extract from External Audit Plan - Financial sustainability

and 7% have been presented to tenants and the results from the consultations will
be presented to the Council in February 2024 alongside the HRA budget proposals
for 2024/25. The Council has acknowledged that increasing rent during the current
cost of living crisis presents a challenge due to the risk of unaffordability to tenants.

Our detailed findings on the Council’s financial framework for achieving long term
financial sustainability are set out below.
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Financial landscape

Over the last few years the Council has significantly underspent on its general fund
revenue budget and 2023/24 sees a further underspend position of around
£7.033m. Whilst this looks favourable, it is mainly due to the budget for pay costs
being set higher than was needed. In addition, general fund services are
overspending and this may present a financial challenge in 2024/25 and beyond.
The Council’s Budget Strategy adopted for 2024/25 used the overprovision for
pay, building it onto the planning assumptions for the budget gap going forward.
As finances are becoming tighter, going forward the Council will have to take hard
decisions in order to balance the budget.

The level of funding that the Council will receive from the Scottish Government for
its core activities is likely to reduce given the commitments that are in place and
the financial challenge that exists nationally. Higher inflation continues to
exacerbate the challenge as any increase in costs will need to be managed
internally within the Council with the scope to also increase council tax, fees and
charges. The Council is actively developing change plans to address the financial
challenge. The medium-term financial strategy and the budget assumptions used
in February 2024 have been updated based on all known intelligence and an
updated budget gap was reported to Cabinet Committee in September 2024.

The Council recognises there is an opportunity to bring forward change proposals
that can be delivered in a staged way to address the financial challenge.
Significant work on change has continued to be advanced through 2023/24 and
this will continue with proposals being considered by members in the latter half of
2024. These are likely to be around people, place, digital and productivity and will
likely include some policy options.

There is still a level of uncertainty as a consequence of the economic
circumstances over the last few years. Inflationary pressures, increasing demand
for services and the constraint of funding from the Scottish Government could
increase the scale of the financial challenge the Council has to deal with. In
addition to this, pressures are beginning to emerge from previous budget
realignment used to balance the budget and service overspends starting to
emerge. Whilst the Council has strong financial management with a Medium-Term
Financial Strategy and a financial Risk Register in place to support future budget
decisions, the largest financial risk is likely to be the financial position of the IJB
where strong financial management will be essential.

Consideration is also being given to other pressures the Council is facing, for
example, equal pay claims, achieving savings, and strategic growth. The core
budget is where the main concern and risk exists going forward. The level of
reserves that the Council holds provides a means to address financial pressures
on a one-off basis but there is a risk of over reliance being placed on using these
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for recurring expenditure, so exit strategies will need to be clear at the time of any
commitments.

The Council is considering all options to reconfigure services and potentially use
alternative operating models to provide services in a different, more cost-effective
way to ensure best value to the Council. This will be integrated to the strategic
change work that is being undertaken around people and place and digital.

Source: Fife Council 2023/24 Annual Accounts, Management Commentary

2024/25 revenue budget

In February 2024 the Council set a balanced revenue budget for 2024/25 based on
the following:

e Council’s provisional grant funding allocation
e 5% increase in all discretionary fees and charges; and
¢ Indicative Council Tax Freeze Funding

This represents the second year where no savings proposals from services were
required to set a balanced revenue budget.

In October 2023, the First Minister announced a Council Tax freeze for 2024/25
which provided £147million additional funding within the Scottish Government budget
to fund the freeze. Fife Council’s indicative share of £9.3million equates
approximately to a 4.9% increase which compares favourably to the 3% assumed in
the Medium-Term Financial Strategy. The Council Tax freeze was approved as part
of the Council’s budget in February 2024.

As part of the process for setting the 2024/25 revenue budget, a full review of the
commitments made against balances was carried out. Funds remain earmarked as
Capital Funding from Current Revenue (CFCR) contributions agreed during Capital
Plan Review, recovery from the COVID-19 pandemic and provision for inflationary
pressures.

2024/25 revenue budget forecast outturn

The most recent revenue monitoring report for 2024/25 (September 2024) noted that
the current forecast presents an overspend of £16.672million. This is a combined
result of service overspends (£18.605million) and underspends in contingencies
where over half of the forecast service overspends is attributable to Health and
Social Care. Executive Directors have been tasked to plan and implement corrective
/ mitigating actions to bring costs down to a more sustainable level.

This forecast is detrimental to the balances position, bringing the level of balances to
an over committed position unless corrective action is taken. A proposal to de-
commit balances was presented to Cabinet in September 2024. Allowing for this
proposal, the uncommitted level of balances is estimated at £0.782million in future
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years which is below the policy minimum. This will be closely monitored over the
year and a critical review of committed and earmarked balances will be undertaken.

Medium term financial outlook

The Council has a Medium-Term Financial Strategy (MTFS) which is regularly
reviewed and is relied upon when planning for the future.

Since the approval of the budget in February 2024, the Council reported an
indicative budget gap of £16.158million for 2025/26, rising to £34.310million for
2026/27 and using the same assumption the budget gap would rise further to
£51.278million for 2027/28. The assumptions and baseline figures were reviewed
with consideration to the Scottish Government’s Resource Spending Review,
Medium Term Financial Strategy and the Public Sector Pay Policy 2024-25.

The Council reported to the Cabinet Committee in September 2024 that there are no
changes to planning assumptions required from those used in setting the budget in
February 2024.

Recognising the difficulty in accurately forecasting the future, the Council presented
three scenarios to Cabinet Committee:

1. Positive scenario — 1% increase in government grant
2. Central scenario — assumes flat cash
3. Least positive scenario — 1% decrease in government grant

For planning purposes, the Council presented the impact based on the central
scenario, and in line with the MTFS, plan for a 3% council tax increase.

2025/26 2026/27 2027/28

£m £m £m
Central scenario — assumes flat cash government 22.6 42.5 64.6
grant
Annual 3% council tax increase (5.8) (11.9) (18.1)
Revised budget gap 16.8 30.6 46.5
Indicative budget gap following approval of 16.2 34.3 51.3

budget in February 2024
Source: Budget 2025-28 Update; Cabinet Committee — September 2024
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Change planning

In recent years, the Council has managed its budget without needing to make
significant cuts to service expenditure but the position going forward is now much
more challenging. The Council has recognised that it is crucial that its approach to
change planning and bridging budget gaps has a medium term focus to be able to
deal with those future challenges.

The financial outlook continues to be extremely challenging, and the Council has
recognised that significant change and difficult decisions will need to be made to
safeguard the financial sustainability of the Council.

Capital plans

The Council has developed a Capital Strategy and a 10-year rolling capital
programme that is reviewed every two years. The Capital Investment Plan 2023-33
was approved by the Council in June 2023.

Initial work has begun to review the Council's Capital Strategy to ensure that the
strategy is in line with the refreshed Plan4Fife. The strategy will inform the Capital
Investment Plan. Members will have an opportunity to contribute to the development
of the strategy which is due to be presented to the Council in February 2025
alongside the budget.

The capital investment plan will be assessed for affordability as part of the review
process where the Council has recognised that challenges may arise in future years
given reduced funding and the challenge of affordability beyond the level of
investment proposed.

Housing Revenue Account

The Council has recognised that the HRA budget is also under considerable financial
pressure and faces a high level of financial risk. This is primarily due to high inflation,
staff salary increases, increasing stock figures, and other pressures. To meet these
rising costs and achieve a balanced HRA budget, the Council is required to either
generate income from increased rents or generate recurring savings (or a
combination of both) annually.

In setting the 2024/25 budget; the HRA faced a £7.020million budget gap which was
represented by the following pressures:

e £3.154million from increased operational costs which are a result of high levels of
inflation, increasing materials and supplies costs and increasing stock numbers.

e £2.989million from general inflationary increases which includes increasing salary
costs and Central Support Services Charges as a result of both settled and
anticipated pay rises and increments.
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e £0.877million increase in funding for Capital Investment to maintain an
investment level consistent with prior years.

To allow the Council to set a balanced HRA budget, with the forecast budget gap of
£7.020million, the approved budget proposed a 5% rental increase, reduction in
tenant support funding and the use of HRA reserve balances.

In line with previous years, it was agreed to consult with tenants on rental increases
of between 5% and 7% for 2024/25. The feedback provided was that a 5% increase
was the only affordable option presented to tenants. Due to the considerable
financial risk around the HRA budget, this meant it was not possible to close the
budget gap based on the rental increases which had been consulted on.

The level of rental income impacts on the capacity of the HRA to borrow to fund
investment into future policy decisions, maintain the ability to continue to build new
council houses as part of the Affordable Housing Programme and improve houses to
the current energy efficiency standard in future years. As outlined in the HRA
budget, a rental increase of 6% or above was required in 2024/25 to keep the
baseline plan in a position of medium risk and support future policy decisions. The
approved 5% rental increase therefore increases the Council’s exposure to risk and
impacts the affordability of the HRA baseline business plan.

In February 2024 the Council reported an HRA budget gap for the next two years as
follows:

2025/26 2026/27 Cumulative
impact
£m £m £m
Budget gap 6.806 7.588 14.394

The Council will need to make difficult decisions over the medium-term to balance
the financial sustainability of the HRA and the affordability of future rental increases
for tenants.
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Vision, leadership and governance
Vision

Fife Council sets out its vision and ambitions in its ten-year local outcomes
improvement plan (LOIP), ‘Plan4Fife’, which was first published in November 2017.
The Plan4Fife 2017 - 2027 was developed through the Fife Partnership and is its first
combined partnership and council plan. A LOIP Development Group was
established to oversee the development of the Plan4Fife and partners were involved
in agreeing outcomes, actions and performance measures.

The Plan was reviewed and a three-year update, ‘Plan4Fife Recovery and Renewal’,
was agreed in August 2021. As well as being the three-year update of the Plan4Fife,
the updated Plan is also Fife’s recovery and renewal plan following the COVID-19
pandemic.

As part of an overall community wealth building approach, the Plan sets out three
recovery and renewal priorities:

1. tackling poverty and preventing crisis;
2. leading economic recovery, and
3. addressing the climate emergency.

Following three-year review work in 2023/24, the recovery and renewal priorities
remain the focus for action during 2024-2027, with particular attention on the
strategic change and reform required to support the design and development of
future services and the changes required to respond to Fife priorities, national shifts,
and social and financial pressures.

Leadership

The Council's senior leadership team (CLT) is a mature team comprising officers
with many years' experience, who are skilled leaders and professionals. Each
Council Directorate is headed by an Executive Director who, together with the Chief
Executive and the Director of Health and Social Care, collectively form the Council
Executive Team (CET). The CET is supported by the CLT.

The Council has committed within its Annual Governance Statement to further
develop the leadership skills and capacity of officers during 2024/25 to ensure there
is effective leadership to respond successfully to changing demands and risks.

The Council’s No Wrong Door approach focuses on all partner services working
together to make sure that processes and systems are better joined up, so that no
matter where or how people reach out, they receive the services they need. In
November 2023, the Cabinet Committee agreed organisational changes to the
leadership model in the Education and Children’s Services and Communities
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directorates to support the Council’s No Wrong Door approach. The organisational
changes included:

e To alter the role and remit of the post of the Executive Director (Education and
Children’s Services and Communities)

e To relocate the post of Head of Service (Children and Families and Criminal
Justice)

In our 2022/23 Annual Audit Report, we reported that work was ongoing for the
Council to identify and expand on mandatory areas of training to provide to elected
members. In November 2023, as part of the Cross-Party Leader’s Group (CPLG) a

revised approach to member development, including mandatory training was agreed.

This focused on extending requirements to complete relevant training before sitting
on relevant Board/Committees and the scope of training areas designated as
mandatory.

An elected member working group on training and development has been
established to support elected members in their roles and to meet collective and
individual development needs.

From review of the changes to the member development process, including to
mandatory training, we have concluded that it provides elected members with the
information and platform to continue to discharge their responsibilities effectively.

Effective working relationships continue to exist between senior officers and elected
members with positions of responsibility. The Chief Executive meets regularly with
the Leader of the Council and the leaders of other political parties. The Chief
Executive, Executive Directors and service managers also meet regularly with
Cabinet spokespeople about their portfolios.

Various structures promote collaborative working between elected members and
officers. These include the formal area committee work programme, ward meetings
(including mega ward meetings in City of Dunfermline and Kirkcaldy Areas), elected
member workshops, development of Local Community Plans and directing spend of
decentralised budgets on priorities such as community recovery fund, anti-poverty,
roads and transportation.

Outside of formal committee meetings, elected members are regularly briefed on
major projects, developments or issues that arise. Services run workshops to raise
awareness of important pieces of work or to engage local members at the early
stages of a project, for example on decentralisation work.

Governance arrangements

The Council’s system of governance is based on a Cabinet structure. The Cabinet
Committee is responsible for strategic policy decisions and membership of the
Cabinet comprises the Leader of the Council (Chair), six strategic spokespersons
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and ordinary members up to a total of 21 members. To drive forward the strategic
direction of the Council, ensuring the governance framework is operating as
intended, the governance structure is also supported by the Standards, Audit & Risk
Committee and four Council service area themed scrutiny committees:

e Education Scrutiny;
e Environment, Transportation & Climate Change Scrutiny;
e Finance, Economy & Corporate Services Scrutiny; and

e People & Communities Scrutiny.

The Council also operates a decentralised structure based around seven Area
Committees. This type of governance structure allows the Area Committees to focus
on specific local area issues and opportunities and have delegated responsibility for
some revenue and capital budgets.

The Cabinet Committee meeting in November 2023 agreed a set of actions for
improving area-based working and decentralisation. This involves organisational
arrangements for greenspace management, development of a different operating
model for asset and facilities management, removal where possible of internal
charging barriers, identifying process improvements and responsibility, and creating
a stronger place focus and leadership for local community plans.

The Council has recognised that these improvements will support the effectiveness
of place working and the role and influence of Area Committees.

Cabinet and Committee meetings

During 2023/24, the Council and Committee meetings have continued to adopt a
blended approach and meetings have continued to be live streamed and available to
the public in the archive. The Council has been able to maintain its regular schedule
of Council and Committee meetings.

Through our review of committee papers we are satisfied that there continues to be
effective scrutiny, challenge and informed decision making through the financial
period.

Risk management

Well-developed risk management arrangements help councils to make effective
decisions and secure better use of resources. The Council’'s Standards, Audit and
Risk Committee is responsible for monitoring the effectiveness of the risk
management arrangements in place with updates on the Strategic Risk Register and
information surrounding further developments to the Council’s risk management
arrangements being presented on a six-monthly basis.

The Standards, Audit and Risk Committee in this role is supported by the Risk
Management Strategy Group (RMSG) which continued to meet quarterly during
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2023/24 to provide oversight of the Council’s risk management arrangements.
Activities undertaken by the RMSG in 2023/24 to further strengthen the Council’s risk
management arrangements have included involvement in the development of a new
Strategic Risk Register and defining risk appetite levels for each risk.

A Risk Management Improvement Plan (RMIP) continues to be managed and
monitored by the RMSG, CET and Standards, Audit and Risk Committee. The most
recent progress report, which is due to be presented to the September 2024
Standards, Audit and Risk Committee meeting, highlights that good progress is
being made in addressing the improvement plan recommendations. As detailed in
the exhibit below, 66% of recommendations were fully implemented, 16% partially
implemented and 18% were not implemented.

Progress against Risk Management Improvement Plan

= Implemented
Partially Implemened
®m Not Implemented

Source: Risk Management Update — September 2024
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Action 18 on the RMIP requires the Risk Management Team to work alongside
directorates and services to support development and embed effective risk
management arrangements locally. To support implementation of this action, a Roll
Out Plan, containing an engagement schedule was compiled by the Risk
Management Team and agreed by RMSG. The plan was piloted by Finance and
Corporate Services where feedback and lessons learned from the services in the
pilot were used to shape and improve delivery of the Roll Out Plan going forward.
The Roll Out Plan is due be completed by 31 March 2025.

The Council has acknowledged that significant improvements have been made to
risk management arrangements over the last two years. However, further
developments to risk management activity are planned for 2024/25 to allow for a
focus on continuous approvement, these include:

e Development and implementation of risk management methodology to be utilised
in strategic decision making;

e Full implementation of the Roll Out Plan;
e Review and revise the Risk Management Maturity Model;
e Provision of risk management advice and guidance to Council ALEOs; and

e Finalisation and launch of a formal training and awareness programme, including
e-learning solutions.

Internal audit

The Council’s internal audit service is an independent assurance function that
provides an opinion on the Council’s framework of governance, risk management
and control. It objectively examines, evaluates and reports on the adequacy of the
control environment as a contribution to the proper, economic, efficient and effective
use of resources. To avoid duplication of effort and to ensure an efficient audit
process we have taken cognisance of the work of internal audit.

The Chief Internal Auditor's Annual Opinion for the year ended 31 March 2024 stated
that reasonable assurance can be placed upon the adequacy and effectiveness of
the Council’s framework of governance, risk management and control.

Following the Public Pound

The Council uses a number of arm’s-length external organisations (ALEOS) to
provide services on its behalf. While the ALEOs are responsible for the delivery of
services, the Council remains responsible for the public money it provides to the
ALEOs and the quality of services the ALEOs provide. The Council needs to hold
ALEOs to account for their use of public funds and should have sufficient
governance arrangements in place to do so.
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The ALEOs have regular performance sessions on Service Level Agreement
delivery. During the year, work has been carried out to modify annual reporting and
further changes are being made for coming years to allow more time for scrutiny.

The Council has several ALEOs delivering a range of functions. These have been in
operation for several years. The Council has recognised that there is a risk that the
operating arrangements may no longer reflect how the relationship between the
Council and the ALEO has developed over time. Work is ongoing to review the
operating agreements with the ALEOSs to ensure that they continue to reflect current
arrangements.
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Use of resources to improve outcomes

Plan4Fife refresh

The Fife Partnership Board met in August 2024 and agreed the approach for the
Plan4Fife 2024-27 collaborative work programme and a range of governance
improvements to help simplify and focus activity. Further work will be undertaken in
the next couple of months to create a coordinators forum for shared improvement
and to develop the metrics and performance management around the Plan4Fife
2024-27.

The Council has acknowledged that the current focus sharpens on priorities and
delivery over the next three years, which supports the required work to commence
on shaping the next plan.

We are satisfied that appropriate arrangements are in place to oversee the delivery
of the Plan4Fife and plan ahead for future iterations of the plan. Internal audit has
committed to undertake a review of the governance arrangements in place to
support the development of the new Plan4Fife for 2027, including performance
management and reporting arrangements. This is now included in their 2024/25
internal audit plan.

Organisational change

The Council is progressing organisational change and reform to support a whole
system change and the Plan4Fife points through four strategic change priorities; ‘no
wrong door’ for people and family support services, building community wealth,
health and wellbeing and working for place. In addition the Council continues to
consider its approach to digital opportunities and the need to continue to make
progress on efficiencies.

Change activity has progressed throughout 2023/24 with a focus on a 3 year
planning horizon. Directorate and Service visions have been developed with a future

"to be" state defined referenced against the current "as is" position. Change required
to achieve the shift continues to be identified and developed where this process runs

alongside workforce and financial planning.

The Council are aiming to have agreed and settled change plans in place by the end

of March 2025.

Community Asset Transfers

The Community Empowerment (Scotland) Act enables requests to the local authority

from community organisations and groups to acquire, lease or take over
management of a publicly owned building or land. This request is known under the
Act as a Community Asset Transfer (CAT).
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The Council has a robust and well-established policy framework in place where 12
assets to date have been transferred. In addition, the Council has developed
processes to support organisations that are not successful through the CAT process
including community managers working closely with the organisations to look at
alternative solutions including, for example, more suitable assets or rooms within an
asset.

The Council has published annual reports on CATs on the Community Asset
Transfer section of its website to meet its requirements under the Community
Empowerment (Scotland). The 2023/24 annual report showed that two community
asset transfers were successful which is an increase from the previous two years
where no community asset transfers were successful.

The Council has recognised that further work is required to encourage and support
community groups to manage and own assets through CATs. The Council are
currently developing a revised approach to community engagement where
integrating CATSs into this process will be crucial to allow communities to become
more empowered.

Performance Management Arrangements

The Council has an already established performance framework and is now working
on developing improvements to allow for a better connection between people, plans
and outcomes.

The Council’'s performance framework is used to support delivery of ‘Plan4Fife’. The
key components of the performance framework are outlined below:
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Annual Plan
for Fife
Ambitions
Reporting
3 yearly 6 monthly
Strategic management
Assessment reporting

Plan for Fife

Annual Annual
Statutory Councill
Reporting Committee

LGBF/PPR Reporting

Both Fife Council and Plan4Fife planning and performance frameworks have been
brought together as one where the key components of the framework above are also
reported at a partnership level to the Fife Partnership Board.

2023/24 Performance Framework Developments

The Council’s current priority in developing its performance framework is to create
solid foundations for integrated planning and performance management practice and
a culture of continuous improvement. This includes consideration of policy-led
approaches, quality measures, in-year reporting, data and digital development and
the remodelling of reports to support scrutiny and public engagement.

The period from September to December 2023 represented a development phase
for the Council’s performance framework improvements which included initial
discussions with leadership around the scope of change activity required.

The Council has recognised that the extent of the change required will take a few
years to shape. A comprehensive timetable has been developed which supports the
planned performance framework improvements up to May 2025.

Performance development activities which the Council has undertaken in 2023/24
include:
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e Remodelled Annual Review Reports for scrutiny which integrate change themes,
finance and workforce data.

e New Annual Corporate Best Value Self-assessment.

e Introduction of quarterly Performance and Improvement Tracker to CET which
has been agreed in principle and further development work is underway.

e Local Government Benchmarking Framework (LGBF) integrated into wider
framework with in-year review via CET tracker.

e Development of locally focused thematic/service reports to Area Committees.

e Introduction of performance indicators being published in advance of scrutiny
Committees.

A significant amount of activity has been undertaken by the Council in 2023/24 and
to date to develop its performance management framework. However, further work is
required to implement and monitor the effectiveness of the identified developments.
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Best Value
The pace and depth of improvement in the
performance of the Council in meeting its best
value duties is adequate.

Follow up The Council has made good progress in implementing previous

improvement actions.

Effectiveness
of
performance
reporting

Significant work has been undertaken by the Council in 2023/24
and to date to improve and strengthen its performance reporting.

Improvements have been made to the presentation of
performance information, including use of trends, along with the
availability of performance information for both internal
management purposes and the availability and timeliness of
public performance information.

The Council recognises however that the success of these
changes cannot be fully evaluated until a full cycle of service
annual reporting has been completed.

Looking forward, the Council intends to further develop the
performance information made available online with a focus on
improving the way plans, performance, project delivery, evidence
of impact and community news are linked.

The Fife Strategic Assessment shows that Fife continues to face
key challenges. Based on evidence, the Council and Fife
Partnership will retain focus on existing priorities for the 2024 to
2027 period.

Fife Council has improved its performance over time on 59% of
the Local Government Benchmarking Framework (LGBF)
indicators. It has however only improved on 41% of indicators
relative to its family group and 42% compared to Scotland.

Overall, we are satisfied that the Council has made proper
arrangements for preparing and publishing Statutory Performance
Information (SPI) in accordance with the 2021 Direction.

The Council has developed an annual corporate self-assessment
of delivery against best value themes, which includes a set of best
value performance indicators. In 2023/24, Fife has improved on 9
of the 16 indicators which it will use to monitor best value.
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The Council has appropriate arrangements in place for building
future capacity and has developed a range of innovative schemes
and initiatives used across services to produce a resilient

Thematic workforce.

review — Appropriate arrangements are in place to enable the delivery of
Workforce the Council’s digital strategy. However, work is still required in
Innovation — | developing the leadership and culture of the organisation which
how Councils | will drive digital change and progress. A key challenge for the
are Council is the creation of capacity within its workforce to enable

responding the review, exploration and development of digital opportunities.
to workforce

Resource and capacity challenges are also limiting progress
challenges pactty 9 g prog

being made for a number of flexible working initiatives including
exploration of flexible working opportunities for front line working
groups and development of productivity measures for each of the
Council’s workstyles.
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Best Value

Overall based on the work performed we have concluded that
pace and depth of improvement in the performance of the
Council in meeting its best value duties is adequate.

We are required to evaluate and report on the performance of the Council in meeting
its Best Value duties.

Our work in 2023/24 included the following:

e A follow up on previous improvement actions; including outstanding improvement
actions reported in the Council’'s Best Value Assurance Report (2018), our
2022/23 Annual Audit Report as they relate to performance reporting and the
2022/23 Best Value thematic report.

e Assessing the effectiveness of the Council’s performance reporting.
e A thematic review on workforce innovation.

As set out in the Code of Audit Practice 2021, Best Value audit is integrated with
other wider-scope annual audit work. Therefore, in addition to the work set out in the
remainder of this section, Best Value work has informed the content and conclusions
set out in respect of our wider scope responsibilities.

72

116



Fife Council: 2023/24 Annual Audit Report to the Council and the A '
Controller of Audit - A Z E T S

Follow up on previous improvement actions

The Council has made good progress in implementing previous
Improvement actions.

Best Value Assurance Report

A Best Value review was undertaken on Fife Council in 2018. The Best Value
Assurance Report (BVAR) included recommendations to help the Council address
the improvement areas identified during the audit. We have considered progress
made by the Council in implementing the recommendations made in the BVAR. Of
the three improvement actions which were outstanding in 2022/23, one has been
fully implemented and two remain ongoing. The findings are detailed in the table
below.

The Council consider those recommendations to still be relevant to delivering its
overall strategic priorities and as such these have been integrated into “business as
usual” monitoring through the Recovery and Renewal Leadership Board, Change
Boards, service improvement planning and performance reporting to relevant
scrutiny committees.

Action Audit observation

Four strategic boards oversee the progress against
the ambitions: Leading Economic Recovery, Tackling
Poverty and Preventing Crisis, Addressing Climate
Emergency and Community Wealth Building. Delivery
Board plans are in place covering all of the Plan4Fife

The Council should recovery and renewal priorities and ambitions.
develop a range of
delivery plans to support Delivery plan actions are being progressed and

the identified actions and  monitored by the Plan4Fife Delivery Boards and the
wider ambitions outlined relevant strategic partnerships. Delivery Boards report

in the Plan4Fife. These to the Fife Partnership Board and Recovery and
actions should be Reform Leadership Group. Progress reports on
measyrable with clear delivery priorities on climate, poverty, economy and
deadlines

community wealth building have been considered by
Cabinet over the course of 2023/24.

Status: Complete
P The Plan4Fife Governance review approved by the

Fife Partnership Board in August 2024 including a new
proposal to reset the Economic Recovery Board and
Community Wealth Building Group to better integrate
and align strategy and delivery across priorities.
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Action

Audit observation

The Council should work
with Fife Health and
Social Care Partnership
and NHS Fife to
accelerate the redesign of
adult health and social
care services and mitigate
medium-term financial
pressures.

Status: Ongoing

All Fife partner agencies have an important role in
redesigning the health and social care partnership
services, including internal services such as Business
Technology Solutions, Housing Services and external
partners in the third and independent sector.

The Partnership's Medium Term Financial Strategy
and Workforce strategy provides a framework for
delivery of the Strategic Plan, which will be
challenging and will rely on support from Fife Council
and NHS Fife.

The 2023/24 financial position for the health and
social care partnership was challenging. The Council
has acknowledged that a partnership approach is
required to mitigate the level of financial risk emerging
within the health and social care partnership. Monthly
meetings with senior finance staff across the
partnership have been implemented to allow for
greater scrutiny of financial controls and significant
movements in budget.

The Council’s new
programme board should
ensure alignment
between the aims of the
Plan4Fife and service
change plans. It should
develop a focus on
outcomes rather than
being led by budget-
changes

Status: Ongoing

The development and implementation of Fife Council’s
change plans were re-introduced during 2022/23 with
a shift of focus to a three-year planning horizon. Fife
Council has acknowledged that the change in
approach is to ensure change programme initiatives
move away from ‘salami slicing’ and focus on service
redesign and transformation in line with the Plan4Fife
priorities, the Medium-Term Financial Strategy and
workforce plans.

Change planning activity has progressed throughout
2023/24. Directorate and Service visions have been
developed with a future "to be" state defined
referenced against the current "as is" position.
Change required to achieve the shift continues to be
identified and developed.

The Council are aiming to have agreed and settled
change plans in place by the end of March 2025.
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Effectiveness of performance reporting

In our 2022/23 Annual Report on the Audit, we noted that improvement work
underway by the Council needed to extend further to fully demonstrate compliance
with the Accounts Commission Statutory Performance Information Direction, in
particular, the timeliness in public performance reporting and demonstrating best

value.

We recognise that a significant amount of work has been undertaken by the Council
to address our prior year recommendations in this area. All three recommendations

have been actioned.

Action

Audit observation

Balanced Scorecard Templates

We would encourage the Council to
further develop the structure of its
Balanced Scorecard templates to
include ‘RAG’ ratings for each
performance indicator to clarify trends
in performance compared to previous
periods.

Status: Complete

RAG monitoring was introduced to all
Annual Scrutiny Performance Reports
from September 2023.

Information online has been improved to
include RAG reports for services. A new
planning and performance area has been
developed online to provide clearer, more
accessible information that can be added
to regularly as new performance / data
becomes available.

Statutory Performance Indicator 1:
Improving local services and local
outcomes

The Council should consider the
timing of public performance
information and ensure timely
reporting as close to the period under
review as possible.

Status: Complete

A new approach to annual service
performance reporting for the scrutiny
committee cycle was agreed by Council
Executive Team in June 2024. The first
report become publicly available in
August 2024 as part of the best value
planning and performance improvement
plan.
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Action Audit observation

Statutory Performance Indicator 2:
Demonstrating Best Value

The Council should consider the

following and further develop its .
response to compliance with SPI2: The Council has developed an annual

Demonstrating Best Value. report which provides a corporate self-
assessment of delivery against the best

Publication of information on how the value themes.

Council has responded to audit

assessment and assessment from The first annual report on best value was
other scrutiny and inspection bodies of presented to Council Executive Team in

its performance against its Best Value August 2024 and is due to be presented

Duty to the Standards, Audit and Risk
Publication of an assessment of the Committee for approval in September
Council’s performance against Best 2024.

Value responsibilities. Performance
should be aligned to the 7 Best Value
themes.

Status: Complete

Thematic review: Leadership of the development of new local
strategic priorities

A thematic review on leadership of the development of new local strategic priorities
was undertaken in 2022/23. At the time, we acknowledged the Council was
undergoing development of several key arrangements to demonstrate best value
and we were unable to conclude on our judgements in relation to the effectiveness of
the pace and depth of improvement. We have reviewed the Council’s progress in
implementing those key developments during 2023/24.

Overall the Council has made good progress in implementing those key
developments it had identified, with all but one being completed.
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Key development

Audit observation

Review of the Council’s
organisational structure to
ensure it is fit for purpose to
deliver the key priorities and
ambitions as set out in the
Plan4Fife

Timeline: April 2024
Status: Complete

A report focused on the Council’s approach to
change planning and organisational design was
presented to the Cabinet Committee in November
2023. The case for change for a No Wrong door
approach to service development as set out in the
Outline Business Case was agreed at this
meeting.

At the same meeting in November 2023, the
Cabinet Committee agreed immediate
implementation of organisational changes to the
leadership model in the Education and Children’s
Services and Communities directorates to support
the Council’s No Wrong Door approach. The
changes included:

e To alter the role and remit of the post of the
Executive Director (Education and Children’s
Services).

e To relocate the post of Head of Service
(Children and Families and Criminal Justice).

Plan4Fife refresh 2024
Timeline: August 2024
Status: Complete

Following three-year review work in 2023/24, it
was agreed that the 2024-27 Plan4Fife focus
would remain on the existing recovery and renewal
priorities. This is to reflect that the Council
continues to be going through a period of
recovery.

The Fife Partnership Board met in August 2024
and agreed the approach for the Plan4Fife 2024-
27 including a new collaborative work programme
and a range of governance improvements to help
simplify and focus activity. Further work will be
undertaken in the next couple of months to create
a coordinators forum for shared improvement and
to develop the metrics and approach to
performance management around the Plan4Fife
2024-27.
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Key development

Audit observation

Development of 3 year
change plans which support
the wider ambitions outlined
in the Plan4Fife.

Timeline: April 2024
Status: Ongoing

Change activity has progressed throughout
2023/24 with a focus on a 3 year planning horizon.
Directorate and Service visions have been
developed with a future "to be" state defined
referenced against the current "as is" position.
Change required to achieve the shift continues to
be identified and developed and the process runs
concurrently with workforce and financial planning.

The Council are aiming to have agreed and settled
change plans in place by the end of March 2025.

Review of areas where the
Council’s decentralised
structure could be expanded

Timeline: December 2023
Status: Complete

A review of decentralisation and the role of Area
Committees focussed on physical place-making
services such as green space, street, property,
housing, and town centre development.

The Cabinet Committee meeting in November
2023 agreed a set of actions for improving area-
based working and decentralisation. This involves
organisational arrangements for greenspace
management, development of a different operating
model for asset and facilities management,
removal where possible of internal charging
barriers, identifying process improvements and
responsibility, and creating a stronger place focus
and leadership for local community plans.

These improvements will support the effectiveness
of place working and the role and influence of Area
Committees.
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Key development

Audit observation

Development of a revised
approach to elected members
on-going professional
development and training.
This includes consideration of
the identification and
expansion of mandatory
areas of training.

Timeline: December 2023
Status: Complete

In November 2023, a paper was presented to the
Cross Party Leader’s Group (CPLG) which set out
a revised approach to member development and
consideration of how the approach is to be
achieved, including mandatory training.

CPLG agreed to extend the requirement to
complete relevant training before being eligible to
sit on relevant Board/Committee from Licensing
Board to now also include:

e Regulation & Licensing Committee
e Pensions Committee
e Fife Pension Board

¢ North East and West and Central Planning
Committees.

It was also recommended that the following
induction training activities were made mandatory
for all elected members:

Equalities and Diversity Awareness
e Code of Conduct training

e Declaration of Interests and Register of
Interests

e How to claim expenses

¢ Role-specific training prior to commencing
certain roles.

An elected member working group on training and
development has been established to support
elected members in their roles and to meet
collective and individual development needs.
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Effectiveness of performance reporting

Significant work has been undertaken by the Council in 2023/24 and to
date to improve and strengthen its performance reporting.

Improvements have been made to the presentation of performance
information, including use of trends, along with the availability of
performance information for both internal management purposes and the
availability and timeliness of public performance information.

The Council recognises however that the success of these changes
cannot be fully evaluated until a full cycle of service annual reporting has
been completed.

Looking forward, the Council intends to further develop the performance
information made available online with a focus on improving the way
plans, performance, project delivery, evidence of impact and community
news are linked.

The Fife Strategic Assessment shows that Fife continues to face key
challenges. Based on evidence, the Council and Fife Partnership will
retain focus on existing priorities for the 2024 to 2027 period. Fife Council
has improved its performance over time on 59% of the Local Government
Benchmarking Framework (LGBF) indicators. It has however only
improved on 41% of indicators relative to its family group and 42%
compared to Scotland.

Overall, we are satisfied that the Council has made proper arrangements
for preparing and publishing Statutory Performance Information (SPI) in
accordance with the 2021 Direction.

The Council has developed an annual corporate self-assessment of
delivery against best value themes, which includes a set of best value
performance indicators. In 2023/24, Fife has improved on 9 of the 16
indicators which it will use to monitor best value.
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Significant audit risk

Our audit plan identified a significant risk in relation to performance reporting under
our wider scope responsibilities:

Extract from External Audit Plan — Use of resources to improve outcomes

The Council’s revised performance framework and approach to performance
reporting was published in December 2022, following a reset post-pandemic. The
focus of the revised framework was to reinstate and improve the accessibility,
regularity and comparability of performance information available to the public.

As part of our review of the Council’s revised performance framework in 2022/23,
we noted that while the framework provides an improved approach to performance
reporting, more time is needed for that to be fully implemented. In addition,
improvement work underway needs to extend further to fully demonstrate
compliance with the Accounts Commission Statutory Performance Information
Direction; in particular, the timeliness in public performance reporting and
demonstrating best value.

Significant work has been undertaken by the Council in
2023/24 and to date to improve and strengthen its processes
for the reporting and scrutiny of performance.

Over the course of 2023/24 a number of improvements have been made to the
Council’'s performance reporting including:

e Revised presentation of performance information (use of trends) in service
scrutiny reports

e The availability of performance information for both internal management
purposes (through the development of Service portals in the Council’s
performance and risk management system) and in the availability and timeliness
of public performance information (through improvements to the Council’s
Performance Page)

e Publication of performance indicator data and outcomes for each service in
advance to support scrutiny preparation. This has enabled more timely
information to be available online and for elected members to review in advance
of the formal service reporting cycle. Work is currently ongoing to develop a
training programme for elected members to support them in scrutinising
performance information.

e As part of the Council’'s decentralisation work, improvements have been made to
how information is reported to Area Committees including introducing a common
format for reporting of anti-poverty activity. From September 2024, Area
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Committees will start to receive Housing Reports in a new format to enable better
local scrutiny and dialogue and a basis for informing policy and strategy more
generally.

The Council has recognised that the success of these changes cannot be fully
evaluated until the full cycle of service annual reporting has been completed.

Looking forward, the Council intends to further develop the performance information
made available online with a focus on improving the way plans, performance, project
delivery, evidence of impact and community news are linked.

The Council reports on performance information in line with its performance
framework including Plan4Fife Ambitions Reporting and annual service performance
reports. The most recent performance information published is detailed in the
following table:

Performance | Detail of performance information reported during 2023/24
Information and to date

Plan4Fife: The 2023 annual public performance report was published in
Annual November 2023. The report highlighted mixed performance in the
Review of delivery of the Plan4Fife ambitions with progress being made
Priorities and | which is being offset against the significant challenges which Fife
Ambitions faces, particularly around economic recovery.

The 2024 annual report is due to be published in November 2024.
The Council intends to further develop this report into a more
robust public performance report.

Fife Strategic | The Council committed to producing a Fife Strategic Assessment
Assessment every three years, to support the ongoing development of the
Plan4Fife.

The most recent report, presented to the Fife Partnership Board in
August 2024,shows that Fife continues to face key challenges.
Based on evidence, the Council and Fife Partnership will retain
focus on existing priorities for the 2024 to 2027 period.
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Performance | Detail of performance information reported during 2023/24
Information | and to date

Service All Services report annually to scrutiny committees on their
annual review | performance. During 2023/24, the Council remodelled its annual
reports service performance reports for scrutiny into a new-style annual

service review. The new reports focus on what the service set out
to do, what was achieved, how it knows and evidences that, and
what is ahead. It confirms the 3-year direction of travel, change
and improvement themes and priorities for the following year. It is
intended that those priorities inform service planning and provide
a baseline for the next year’s annual review.

The first annual review reports became publicly available from
August 2024.

Local Reporting corporately on LGBF was reintroduced by Council’s
Government Executive Team in 2023. The first report focused on the detail of
Benchmarking | the LGBF process and results at a national and Fife level. In 2024,
Framework the approach has been developed to consider LGBF findings in
(LGBF) the wider context of the 2024 Strategic Assessment.

Going forward, in addition to a more Fife-focused annual report,
key LGBF indicators will be considered more routinely throughout
the year as part of a new quarterly Council Executive Team
Tracker.

How well is the Council is performing?

The Fife Strategic Assessment shows that Fife continues to face key challenges.
The Council committed to producing a Fife Strategic Assessment, every three years,
to support the Plan4Fife and whether the plan is having the desired strategic impact
it aims to achieve. The most recent assessment was presented to the Fife
Partnership Board in August 2024.

Nine State of Fife indicators are track