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Executive summary

This report provides an update against the Annual Governance
Statement (AGS) Action Plan which identified actions to be taken to
address the significant governance issues identified in the 2023/24
AGS.

Progress against the agreed action plan is as follows:

Best Value Notice — the Government has lifted the Best Value
notice.

Dedicated School Grant (DSG) - The DSG deficit continues to
increase, with the accumulated DSG deficit assumed to be £63.5m
on 31 March 2024, £108m on the 31 March 2025, and £165.5m on
the 31 March 2026. As part of a precursor to a s114 report the
Director of Finance wrote to MHCLG in May 2024 to seek advice
on how a legally balanced budget for 2025/26 can be set when it
will be unable to settle the bills for DSG high needs expenditure.
The conversation is ongoing with the possibility of a capitalisation
direction being explored.

Department for Education Statutory Direction for special
educational needs and disability services (SEND) —February
2024 — SEND Improvement Plan continues to be delivered and
progress monitored by the SEND Improvement Board and reported
to Children’s Services Overview & Scrutiny Committee. Significant
progress is being evidenced.

Delay in the completion of the previous years’ External Audit -

The 2023/24 Statement of Accounts (SoA) is being audited now
and will be brought to this Committee for approval together with the
Audit Findings Report to the next meeting of this Committee on the
27 February 2025.

Mandatory Training — the actions identified have been rolled out
and completion rates had increased to 84% as of January 2025.




Recommendations

It is RECOMMENDED that Audit & Governance Committee note
the progress made to address the significant governance
issues on the BCP Council AGS Action Plan 2023/24.

Reason for
recommendations

Audit & Governance Committee has the responsibility for
considering the arrangements for Corporate Governance including
reviewing and approving the AGS.

Portfolio Holder(s):

Clir Mike Cox, Finance

Corporate Director

Graham Farrant, Chief Executive

Report Authors

Nigel Stannard - Head of Audit & Management Assurance

@01202 128784
[=7 nigel.stannard@bcpcouncil.gov.uk
Ruth Hodges — Audit Manager (Deputy Chief Internal Auditor)

Wards Council-wide

Classification For Update

Background

1.

The 2023/24 draft Annual Governance Statement (AGS) for BCP Council was
agreed following the public inspection period by Audit and Governance Committee in
July 2024.

No subsequently identified additional governance issues have been identified and
the draft version of the AGS was included as final in the statement of accounts
which is being audited now and will be approved by this Committee together with the
Audit Findings Report at the next committee meeting on 27 February 2025.

The AGS concluded that BCP Council “has effective and fit-for-purpose governance
arrangements in place in accordance with the governance framework”. However, the
following significant governance issues were identified:

1. BestValue Notice
2a. Dedicated School Grant (DSG)

2b. Department for Education Statutory Direction for special educational needs
and disability services (SEND) — February 2024

3. Delay in the completion of previous years’ External Audit
4. Mandatory Training

An Action Plan to address the issues identified was approved and it was agreed that
a progress report be presented to this Audit and Governance Committee. No internal
action plan was produced for item 3 as the delay in the completion of the external
audit is a national issue outside the direct influence of the Council.




5.  Workwill shortly commence to prepare the 2024/25 AGS, including the completion
of assurance statements by directors. These will be used to assess the adequacy of
the governance framework. The draft will be available for public inspection in line
with the statutory time frame.

2023/24 Action Plan Progress

6. Table 1 shows progress against the actions identified in the action plan.



Table 1 - showing Update against Annual Governance Statement 2023/24 Action Plan:

1 Best Value Notice — BCP Council received a ‘Best Value Notice’ in 2023 following the DLUHC Assurance Review. Actions from the BCP Council Assurance Review, the DLUHC
external assurance review & Best Value Notice are being monitored — as at March 2024, 93% of the actions are completed and 7% are progressing well. The notice has now been
removed following the successful resolution ofthe majority of resultantactions. However, four ‘ongoing’ activities remain:

e Governance review of subsidiarycompanies
e Funding of DSG deficit
e Managing future risks ofgrowing DSG overspend
e Re-instatementofstandalone Budget& Policy Procedure Rules in Constitution
Action Points Responsible Target Date Update — December 2024
Officer
CMB to oversee im p|ementation of recommendations Chief Septem ber All 42 aCtionS ||sted in the Bes'[Va|ue NOtice ACtiOI‘l Plan, WhICh came from bOth
raised inthe BCP Council Assurance Review. Executive 2024 assurance reviews, have been completed and the Governmenthas now lifted the notice.
CMB
( ) Therefore, itis likely that this will no longer be considered a significantgovernance issue
in the 2024/25 AGS.
2a Dedicated School Grant (DSG) - The overall level of council reserves is of concern because of growing deficiton the Dedicated Schools Grant (DSG) budgetis taken into

consideration. At 31 March 2023 the Council is predicted to have a DSG deficit of E37m which is particularlyimpacted by the expenditure on the High Needs block and supportfor
Education, Health, and Care Plans (EHCPs) for young people.

The budgetfor 2023/24 assumes this deficitwill grow to £64m by 31 March 2024 at which point the Council will have overall n egative reserves. The presence ofa statutory instrument
allows the Council to ignore this deficit until the 2026/27 financial year at which point the deficit is currently forecastto have increased to around £160m without corrective action.
Whilstthe long-term impacts are potentiallysignificant, the short-term effects are also impacting on the Council’s budgets because ofthe costto the Council of managing the cashflow
of the payments, at an estimated annual revenue costofaround £2.5m for 2023/24 and growing in future years. This is causing an effective cut of service provision to that degree.
Although part of the DfE Delivering Better Value in SEND programme the Council is no clearer as to how this deficitwill be funded. The Council should consider how bestto manage
the future risks and currentcosts associated with this significantissue.

(Extract from BCP Council Assurance Review)

Action Points Responsible Target Date Update — December 2024
Officer

1) Continue to explore options betweenthe DfE and | Corporate Dec 2024 The in-year DSG deficit for 2024/25 s forecastto be £44.5m which has increased from

BCP. Director of the originallyassumed position in line with the issues setoutin an October 2024 report to
Please note this action point previously highlighted Children’s Full Council. The forecastdeficit for 2025/26 is £57.5m which is 92% more than the DSG
the Safety Value programme as the way to address Senvices governmentgrantallocation. The accumulated DSG deficitis therefore assumed to be
this issue, however, the action is now being : £63.5m on 31 March 2024, £108m on the 31 March 2025, and £165.5m on the 31 March
addressed through wider discussions between HM Chief 2026.
Treasury, Ministry of Housing, Communities and Executive &
Local Government(MHCLG), Departmentfor Director of

Despite nothaving the governmentgrantto fund these SEND bills they still need to be




Education (DfE) and BCP Council. Finance paid, and all councils are prohibited from borrowing to fund the day-to-day
operational/revenue expenditure. Up until 2025/26 the council has been using whatis
referred to as its “treasury managementheadroom” to enable the relevant invoices to be
settled. Generally, this headroom is the timing difference between receipts for council tax
or business rates arriving and the date when the actual bills they fund are paid, alongside
any cash-backed balance sheetitems such as reserves and provisions. Forecasting
indicates this headroom will be exhausted in the first quarter of the 2025/26 financial year.
As part of a precursorto a s114 reportthe Director of Finance wrote to MHCLG in May
2024 to seek advice on how a legally balanced budgetfor 2025/26 can be set when it will
be unable to settle the bills for DSG high needs expenditure. The conversation is ongoing
with the possibilityof a capitalisation direction being explored. This would ultimately
enable the council to borrow to fund the £57.5m excess high needs expenditure next
year.

Therefore, itis likely that this will remain a significantgovernance issue in the 2024/25
AGS.

2) Progress in achieving the DSG deficitrecovery Corporate Ongoing The recovery planis in the process ofbeing updated againstrevised budgetpressure.

planis being monitored through the SEND Director of

ImprovementBoard. Children’s

Services
Chief
Executive &
Director of
Finance

2b

Department for Education Statutory Direction for special educational needs and disability services (SEND) — February 2024 - BCP Council received statutory direction in
relation to SEND from the Departmentfor Education (DfE) in February 2024 following a monitoring visitin July 2023. The docu mentcalls on all partners including BCP Council, NHS
Dorset, schools and colleges, multi-academytrusts, early years settings, and parentand carer groups to work together at pace to improve services. A diagnostic has taken place
since this monitoring visitin July 2023 and a new SEND ImprovementPlan has been created to ensure progressis made atpace. All partners across the SEND system are working
togetherto delivermeaningful supportto ensure children getthe rightsupport, in the right place at the right time, creati ng better outcomes for Children and young people. Progress
has been made inthe SEND provision including improved timeliness of the decision-making process and requests for Education Psychologyadvice.

Action Points Responsible Target Date Update — December 2024

Officer
The SEND ImprovementPlan continues to be Children’s Mar 2025 SEND ImprovementPlan continues to be delivered in accordance with agreed
delivered in accordance with agreed timescales, Services timescales, reviewed and monitored bythe SEND ImprovementBoard and progress




reviewed and monitored bythe SEND Improvement update taken to Children’s Services Overview & Scrutiny Committee in November2024.
Board and progress reported to Children’s Overview Significantprogress is being evidenced.
& Scrutiny Committee.

Prior to the 2024/25 AGS, full consideration will be given as to whetherthis remains a
significantgovernance issue or whether sufficientprogress has been made forit be
removed.

Delay in the completion of previous years’ External Audit — The Council considersthatthe delayto the completion ofthe external audit of the 2021/22 and 2022/23 statement of
accounts to be a governance weakness as this is a key source of assurance. The delay is entirely caused by wider sector probl ems with both auditor capacityand the increasing
complexity of recent auditrequirements.

The 2021/22 external auditof the statementofaccounts has now been finalised. The audit of the 2023/24 financial statements is now underway. There remains doubtover what
national solution will be in place. CIPFA have announced thatthe previously agreed so called ‘backstop’ arrangementhas now bee n delayed although focus remains on identifying a
long-term sustainable national solution. This means in practice the 2022/23 accounts maynot be audited in the usual way.

Whilstthere was no action plan for BCP Council for this issue, the national ‘Local Audit Reform Strategy for overhauling th e local auditsystem in England and ‘backstop’
arrangements are now clearlylaid out for councils and external auditors to follow. The 2023/24 Statementof Accounts is being audited now and will be broughtto this Committee for
approval, together with the Audit Findings Report, by the backstop date of 28 February 2025. The Audit Findings Reportwill therefore come to the next meeting ofthis Committee on
the 27 February.

Therefore, itis likely that this will no longer be considered a significantgovernance issue in the 2024/25 AGS.

Mandatory Training - Less than 50% of officers have completed their mandatorytraining.

Action Points Responsible Target Date Update — December 2024
Officer
Managers will continue to monitor progress of Head of HR December Skillgate dashboards are available to show directors and managers mandatory training
completion rates of mandatorytraining via the Corporate 2024 compliance rates for their staff. Regular reports are shared with Directors Strategy Group.
dashboards on Skillgate. Directors ) L :
X d Underthe new performance framework, completion of all mandatorytraining is required to
Directors & achieve satisfactoryperformance in end of year performance reviews, which mustbe
SLN completed by 28/02/25.
Regul t kf li illb Head of HR Monthl . . .
sﬁgriguﬁﬁzgiﬁ)? I\ggge(r)stﬁie})ctg?ng tlgr(:fsnvrle theat Cea ° ) onthly Compliance rates are continuing to rise and were 84% as at January 2025.
orporate
BCP Councilis compliant. i N L . - .
unctt! Pl Directors, Therefore, itis likely that this will no longer be considered a significantgovernance issue
Directors & in the 2024/25 AGS.
SLN




Under the new Performance framework, colleagues
who have not completed all mandatory training will
onlybe able to receive an ‘improving’ performance
indicator as part of their end of year performance
reviews and incremental progression will notbe
possible until full completion is undertaken.

Head of HR
Corporate
Directors,

Directors &
SLN

Annually




Options Appraisal
7. An options appraisal is not applicable for this report.

Summary of financial implications

8. There are no direct financial implications from this report.

Summary of legal implications

16. There are no direct legal implications from this report.

Summary of human resources implications

17. There are no direct human resources implications from this report.

Summary of sustainability impact

18. There are no direct sustainability impacts from this report.

Summary of public health implications

19. There are no direct public health implications from this report.

Summary of equality implications

20. There are no direct equality implications from this report.

Summary of risk assessment

21. There are no direct risk implications from the report. However, failure to improve the
governance arrangements in the areas identified will mean those risks are not
addressed.

Background papers

Annual Governance Statement 2023/24 (Audit & Governance Committee July 2024)

Appendices
There are no appendices to this report.



