BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE

Meeting, Thursday, 23rd March, 2017
at 2.00 p.m. (Committee Room No. 4)

AGENDA

PART ONE

1.

6.

To note any items which the Chairman considers to be of an urgent
nature.

To receive notice from Members who may wish to move any delegated
matter non-delegated and which will be decided by a majority of
Members present and voting at the meeting.

Admission of Public and Press

To consider whether the public and press should be exciuded from the
meeting during consideration of any of the items on the agenda.

Declarations of Interest

To receive declarations by Members and/or co-optees of interests in
respect of items on this Agenda.

Members are reminded that, in accordance with the revised Code of
Conduct, they are required to declare any disclosable pecuniary
interests or other registrable interests which have not already been
declared in the Council's Register of Interests. (It is a criminal offence
not to declare a disclosable pecuniary interest either in the Register or
at the meeting).

Members may however, also decide, in the interests of clarity and
transparency, to declare at this point in the meeting, any such
disclosable pecuniary interests which they have already declared in the
Register, as well as any other registrable or other interests.

To confirm the Minutes of the meeting held on 22nd December, 2016
(copy attached) (Pages 1-11).

Apologies for Absence/Attendance of Substitute Members.

FOR DECISION

(D) 7.

(D) 8.

Internal Audit Final Reports (Pages 12-13).

Internal Audit Progress Report (Page 14).
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9. Internai Audit Annual Plan (Page 15).

10. External Audit Committee Update (Page16).
11.  External Audit Annual Plan (Page 17).

12.  Audit Committee Update (Page 18-23).

13.  Going Concern (Pages 24-26).

14.  Accounting Policies (Pages 27-28).

15.  Audit Committee Assurance (Page 29).

16.  Audit Committee Work Plan (Page 30).

17.  Risk Management (Page 31).

18.  Monitoring Priority 1 Recommendations (Pages 32-33).

19. Code of Corporate Governance (Pages 34).
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Councillors Burns (Chair)
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AGENDATEM M. D

AUDIT COMMITTEE

Meeting Thursday 22nd December, 2016
at 2.00 p.m.

PRESENT:- Councillors Burns {Chairman), Callister, Gawne, Murray, Seward and
Sweeney.

Officers Present:- Susan Roberts (Director of Resources), John Penfold (Corporate
Support Manager), Brooke Parsons {Corporate Support Assistant), Sharron Rushton
(Democratic Services Officer) and Katie Pepper (Democratic and Electoral Services
Apprentice).

Also present were Jackie Bellard from Grant Thornton and Keith Jackson from
Internal Audit.

26 — The Local Government Act 1972 as amended by the Local Government
(Access fo Information) Act 1985 and Access to Information (Variation)
Order 2006

Discussion arising hereon it was

RESOLVED:- That under Section 100A(4) of the Local Government Act 1972 the
public and press be excluded from the meeting for the following items of business on
the grounds that they involved the likely disclosure of exempt information as defined
in Paragraph 3 (Minute No. 41) of Part One of Schedule 12A of the said Act.

27 — Declarations of Interest

Councillor Callister declared an other registrable interest in Agenda ltem 18 — Barrow
Playing Fields Association as he offered advice on an ad hoc basis to the
Association via the Lancashire FA.

28 — Minutes

The Minutes of the meeting held on 15th September, 2016 were taken as read and
confirmed.

29 — Apologies for Absence/Attendance of Substitute Members

Apologies for absence had been received from Councillor Blezard and Neil Krajewski
from Grant Thornton. Councillor Sweeney replaced Councillor Blezard for this
meeting only.

30 — Internal Audit Final Reporis

The Director of Resources reported that Internal Audit had completed a number of
audits in accordance with the approved Annual Plan. On completion, the final
reports were presented to the Committee for consideration.

The Council’'s Internal Audit Manager attended the meeting to present the reports fo
Members.



There had been nine final reports appended for consideration. The reports included
and their assurance levels were as follows:-

Barrow Cemetery NW Extension — Restricted Assurance
Housing Stock Condition Survey — Restricted Assurance

IT Service Desk — Substantial Assurance

Leisure Centre — Substantial Assurance

Council Tax and Council Tax Support — Substantial Assurance
National Non Domestic Rates — Substantial Assurance
Budgetary Control — Unqualified Assurance

Treasury Management — Unqualified Assurance

Housing Rents ~ Substantial Assurance

LN RON =

Members considered the reports and raised their concerns with the Council's Internal
Audit Manager.

RESOLVED:- To note the Internal Audit Final Reports.
31 — Internal Audit Progress Report

The Director of Resources reported that the Internal Audit Progress report for the
period 1st April, 2016 to 2nd September, 2016 had been produced by the Council’s
Internal Audit Manager.

The Council's Internal Audit Manager attended the meeting to present the report 10
Members.

There had been three Priority 1 recommendations since the previous Audit
Committee.

The report contained a Statistical Summary of the number of Audit recommendations
(48). It was noted that 41 recommendations had been Fully Accepted and 7
recommendations had been Partly Accepted. Each of the recommendations had
been assigned a Priority Grade 1-3, 1 being major issues and 3 minor issues. 4 had
been rated a Priority 1, 35 had been rated Priority 2 and 9 had been rated Priority 3.

The Council's Internal Audit Manager reported that the Fraud Hotline was a well
used service and presented the following statistics to Members:-

Fraud Hotline Calls

Revenues/
Benefit Staff Related Other Total
related
2016/17
(April — 38 2 3 43
December)
2015/16
(Full year) o2 0 ° 57




The Councif's Internal Audit Manager reported that the Public Sector Internal Audit
Standards (PSlAs) required Internal Audit to be measured in terms of performance.
The indicators below provided information over the arrangements and effectiveness
of Internal Audit.

Indicator 2016/17

1 Percentage of Draft reports issued within 10 working days 100%
of completion of audit fieldwork.

2 | Percentage of Management Responses received within 20 71%
working days of issue of the Draft report.

3 | Percentage of Final reports issued within 10 working days 100%
of receipt of management response.

4 | Percentage of Priority 1 and Priority 2 Recommendations 100%
acceptable to the audit client.

The Chairman thanked the Internal Audit Team for all the work carried out.

RESOLVED:- That the report be received.

32 - External Audit Annual Letter for the year ended 31st March, 2016

The External Auditor presented the Annual Audit Letter for the year ended 31st
March, 2016. A copy of the Annual Audit Letter had been appended to the report.
The letter summarised the key findings which had arisen from the following works
the External Auditor had carried out at the Council for the year ended 31st March,
2016:-

Financial Statements;

Audit (including Audit opinion);
Audit Fee;

Value for Money; and
Conclusion

The Audit conclusions were as follows:-

An unqualified opinion on the Council's accounts which gave a true and fair
view of the Council's financial position as at 22nd September, 2016 and its
Income and Expenditure for the year; and

An unqualified conclusion in respect of the Council's arrangements for securing
the economy, efficiency and effectiveness in its use of resources.

Key Areas for Council Aftention

The Council should develop a Performance Management Framework for the
Council's Economic Development activities to articulate the links between the
Partnerships and projects in which the Council was engaged and the Council's
overall Strategic Plan;,

The Council should agree a Forward Plan for each major saving scheme in the
new Budget Strategy so that Management and Members understand the
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timetable for taking the key decisions which would determine how savings were
to be realised.

RESOLVED:- To receive the External Auditor's report.
33 - External Audit — Certification Work

The External Auditor presented the certification report for 2015/2016. They
explained that they were required to certify certain claims and the returns submitted
by the Council. The certification typically took place 6-9 months after the claim
period and represented a final but important part of the process to confirm the
Council's entitlement to funding.

They had certified one claim for the financial year 2015/16 relating to Housing
Benefits. The certification report had been appended to the report. The work on this
claim indicated that the Council had appropriate arrangements to compile and
complete claims for audit certification on a timely basis. However, the detailed work
identified a number of errors which led them to qualify the claim.

The work on Housing Benefits required them to undertake a series of tests to certify
the return that the Council submitted to the Department of Work and Pension (the
DWP) setting out the total amount of subsidy to be claimed. The total subsidy
claimed by the Council in 2015/16 was £20.32 million with corresponding
expenditure of £20.44 million to claimants. The £20.32 million subsidy received
included £0.32 miilion for the administration of Housing Benefits.

In accordance with the instructions agreed with the PSAA and the DWP the Auditors
undertook a programme of testing. The instructions required them to test initial
samples for each of the three main benefit types, Rent Rebates, Non-Housing
Revenue Account Rent Rebate and Rent Allowance. They were then required to
complete follow-up testing based on errors identified in the initial sample and errors
identified as part of certification work undertaken in the previous year. This year the
follow-up work consisted of an examination of a further sample of 542 cases
comprising 15 distinct samples. Each sample corresponded to a type of error
identified in either the prior year or the current year and the areas covered focussed
principally on the assessment of claimant income, the classification of overpayments
and the assessment of eligible rent.

The approach to the design of the follow-up testing took account of management’s
response to a recommendation the Auditors made in the prior year and indicated
additional quality checks could be undertaken prior to submission of the claim. The
purpose of these checks was to mitigate the financial risk to the Council arising from
a qualified claim. The additional checks undertaken comprised a review of all high-
value overpayments. The Auditors reviewed this work and were satisfied that it
provided the necessary assurance that there were no errors affecting these cases.
This meant that they could focus the follow-up work described above on lower-value
overpayments. This benefitted the Council by eliminating the risk that errors
concerning high-value overpayments would result in a high level of error when
extrapolated across the claim as a whole.



Full details of all claims and returns subject to certification had been provided in the
letter appended the report.

The qualification letter was issued on 29th November, 2016 ahead of the deadline of
30th November, 2016. The indicative grant claim certification fee for 2015/16 for the
Council was based on the final 2012/13 certification fee, reflecting the amount of
work required by the Auditor to certify claims and returns in the year, as adjusted to
remove fees relating to claims which no longer required certification. The indicative
scale fee set by the Audit Commission for the Council for 2015/16 was £13,360. The
542 additional cases and the work the Auditors undertook to review management’s
checks on high value overpayments represented an increase on the equivalent
testing undertaken in previous years. On this basis, the Auditors had agreed with
management that an additional fee of £5,785 would be levied to reflect the extra
work undertaken.

RESOLVED:- To receive the External Auditors report.

34 — External Audit Progress and Update Report

The External Auditors had produced a progress and update report to Members.

The report provided the Committee with details of the Auditors progress in delivering
their responsibilities as External Auditors. This also included a summary of
emerging national issues and developments that may be relevant to the Council as

well as a number of challenge questions in respect of those emerging issues which
the Committee may wish to consider.

A table of progress as at 13th December, 2016 had been presented as follows:-

Work Undertaken | Expected Dateof | Comments
e ;|-.Completion - - B e i
Fee Letter We issued our fee letter
We issued the ‘Planned fee April 2016 earlier this year.

letter for 2016/17 in April 2016

Accounts Audit Plan We will present our Audit
We are required to issue a March 2017 Plan for 2016/17 to the
detailed accounts audit plan to Audit Committee at its
the Council setting out our meeting in March 2017,
proposed approach in order to

give an opinion on the Council's

2016-17 financial statements.

We also inform you of any

subsequent changes to our

audit approach.

Interim accounts audit We plan to undertake our
Qur interim fieldwork visit January - March 2017 interim audit work in
includes: January 2017, Any

- updating our review of the significant matters arising
Council's control environment from that work will be

« updating our understanding of presented as part of Audit
financial systems Plan in March 2016




« review of Internal Audit reports
on core financial systems

+ early work on emerging
accounting issues

» early substantive testing

Certification Audit
» We are required to certify the
Council's Housing Benefit cltaim

30 November 2016

We certified the Council’s
2015/16 Housing Benefits
Claim on 29" November,
2016 ahead of deadline of
30 November 2016. The
outcome of our certification
work is included as a
separate item on the
agenda for today's
meeting.

| Expected Date of
| Completion

Final Accounts Audit
Including:

« audit of the 2016-17 financial
statements

* proposed opinion on the
Council's accounts

Planned for June - July
2017

We have been discussing
the timetable for
undertaking our final
accounts fieldwork with
management. Subject to
management being able to
provide the draft accounts
by 31 May 2017, we
anticipate commencing our
fieldwork in June so that
we can report our findings
to the Audit Committee in
July 2017.

Value for Money (VM)
conclusion

The scope of our work has
changed and is set out in the
final guidance issued by the
National Audit Office in
November 2015, The Code
requires auditors to satisfy
themselves that; "the Council
has made proper arrangements
for securing economy, efficiency
and effectiveness in its use of
resources”.

The guidance confirmed the
overall criterion as; "in alt
significant respects, the audited
body had proper arrangements
to ensure it took properly
informed decisions and

February - July 2017

We plan to commence our
vaiue for money risk
assessment in early 2017.
We will report any
significant risks identified
as part of our Audit Pian in
March 2017.




deployed resources to achieve
planned and sustainable
outcomes for taxpayers and
local people”.

The three sub criteria for
assessment to be able to give a
conclusion overall are:

* Informed decision making

» Sustainable resource
deployment

* Working with partners and
other third parties

Members of the Audit Committee were reminded that they could find further useful
material on the Grant Thornton website where they had a section dedicated {o their
work in the Public Sector.

RESOLVED:- To receive the External Auditor’s report.
35 — Barrow Town Hall Roof

The Director of Resources reported that at the Audit Committee on 15th September,
2016, the Internal Audit final report for the Barrow Town Hall roof and stonework
repairs was presented. Members asked for additional information on the 11.7%
difference between the final account and the agreed contract.

The Final Account of £753,086.89 for this contract exceeded the agreed contract
sum of £674,237.00 by £78,845.89 (11.7%). The difference had arisen as a net
result of:

o the inclusion of a significant number of additional items (as authorised by
Architect’s Instructions); £123,686.38;

e the omission of various items included within the agreed contract (as
authorised by Architect’s Instructions): £4,291.21; and

» all provisional sums/quantities included in the agreed contract being excluded
from the Final Account: £40,545.28.

A number of the larger value additional items were as follows:

o Add slates to Phase 2 roof Q (part new slate): £16,043.50;
+ Lead cladding to sides of lift plantroom: £12,900.00;

» Board out scaffold to allow for external painting. Additional cost to carry out
extra painting: £9,460.00;

e Allowance for re-measure of roof slate areas to Phase 1 roofs: £10,774.93;

e Painter to proceed on site with mastic. to windows on an hourly rate (£15).
Remove only loose mastic and replace to suit. Painter to record hours each
week for Architect's approval. Where windows have already had silicone
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applied the painter to remove what was loose and then re-silicone; £9,872.60;

and

¢ Roof repairs to Banqueting Hall: £6,425.84.

RESOLVED:- To receive the report.

36 — Ombudsman Report

The Director of Resources reported that at the Audit Committee on 15th September,
2016 the Ombudsman letter for the Council was presented and Members asked for a

wider picture to provide some context for the level of Ombudsman complaints.

The Ombudsman issued an annual report for Local Government and the headline

messages

were. -

e 19,702 complaints and enquiries, which was a similar level to the previous
year,
o Upheld 51% of detailed investigations, which had increased from 46% the

previous year,

¢ Area most complained about was education and children’s services; and
» Also saw the biggest increase in percentage terms (13%) in complaints and
engquiries about education and children’s services.

The Ombudsman complaints for the Cumbrian districts were presented in the

following t

ables.

The first table shows the complaints received by service area

(assigned by the Ombudsman). The second table shows the decisions or outcomes
made in 2015-2016; these were not always going {o be the complaints received in
the same period so there were differences between the tables.

Table 1
Environmental
Adult . Corporate services, . .
Authortty | Soctal | BN | Cg other public &“:fah;a‘fﬂ Housing | - fe"lg'“nﬁ’eit Other | Total
Care services protection & p p
regulation
Allerdale BC 1 2 1 2 0 0 23 0 29
Barrow BC 0 5 0 1 0 0 3 0 9
Carlisle DC 1 3 2 1 0 2 3 0 12
Copeland BC 0 2 0 4 0 0 2 0 8
Eden DC 0 2 1 3 0 1 11 0 18
South
Lakeland DC 0 1 1 2 0 0 5] 0 10
Table 2
. Referred back | Closed after
. Invalid or Advice et Not Uphold
Authority . for local initial Upheld Total
incomplete given resolution enquiries upheld rate %
Alerdale 0 0 4 6 0 20|  100% 30
Barrow BC 0 0 5 0 4 1 20% 10
Carlisie DC 0 0 3 3 3 0 0% a
Copeland 0 0 3 3 2 0 0% 8
Eden DC 0 0 7 1 8 1 11% 17
South
Lakeland 0 1 2 6 1 0 0% 10
(B[]




For the Council there were 9 complaints received in the year. Of the decisions
made in 2015-2016 relating to Council complaints, 50% were settied locally and 1
of the 5 complaints that was not settled locally was upheld by the Ombudsman
(20%), 4 were not settled or upheld.

RESOLVED:- To receive the report.
37 — Auditor Appointment

The Director of Resources reported that upon the ending of the Audit
Commission, the Secretary of State for Communities and Local Government
delegated statutory functions (from the Audit Commission Act 1998) to Public
Sector Audit Appointments Limited (PSAA) on a transitional basis by way of a
letter of delegation issued under powers contained in the Local Audit and
Accountability Act 2014.

Under these transitional arrangements, the PSAA was currently responsible for
appointing auditors to local government, police and local NHS bodies, for setting
audit fees and for making arrangements for the certification of housing benefit
subsidy claims.

The transitional arrangements had been extended by one year for local
government and police bodies, so PSAA would continue to be responsible for
appointing the auditors for the audit of the accounts for 2017-2018. Confirmation
of the auditor appointment for 2017/18 was attached to the report for
confirmation.

In July 2016, the Secretary of State for Communities and Local Government
specified PSAA as an appointing person under Regulation 3 of the Local Audit
(Appointing Person) Regulations 2015. This meant that PSAA could make
auditor appointments for audits of the accounts from 2018-2019 of principal
authorities that choose to opt into its arrangements.

PSAA had invited local authorities to become an opted in authority in accordance
with the Regulations. The length of the compulsory appointing period was the 5
consecutive financial years commencing 1st April, 2018.

The decision to become an opted-in authority must be taken in accordance with
the Regulations, which was by the Members of an authority meeting as a whole.
This was presented to the Executive Committee on 30th November, 2016, for
decision at Council in January 2017.

RESOLVED:- To receive the report.
38 - Audit Committee 2017-2018

The Director of Resources reported that the Statement of Accounts for 2017-2018
must be closed by 31st May, 2018 and be audited and issued by 31st July, 2018.

In order to prepare for the challenging timeframe, Officers had undertaken a
review of current processes, attended various training and hest practice events
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and also had ongoing discussions with the external auditors. It was the Council’s
intention to close the 2016-2017 accounts by 31st May, 2017, in order to test out
the adapted processes and procedures.

In terms of the Audit Committee this would mean a meeting at the end of July
2017 (Thursday 27th) was required at which the Statement of Accounts, Annual
Governance Statement, Letter of Representation and Annual Governance Report
would all be presented for the issue or publication to occur by 31st July, 2017.

Members were recommended to agree this approach to the 2016-2017
closedown and also to agree that the Director of Resources liaised with the
Chairman and Democratic Services Manager in setting the Audit Committee
dates for the 2017-2018 municipal year.

RESOLVED:- (i) To agree the early closedown approach for the 2016-2017
accounts; and

(i) To agree that the Director of Resources liaise with the Chairman and
Democratic Services Manager in setting the Audit Committee dates for the 2017-
2018 municipal year.

39 - Risk Management Report

The Corporate Support Manager attached as an appendix to his report the Risk
Register for 2016/17. He reporied that the Register continued to focus on
Business Critical Risks which were under the control of the Council.

It was noted that Management Board had reviewed the Register in November
2016 and no material changes were made.

The Operational Risk Register for 2016/17 was also attached as an appendix to
the Corporate Support Manager’s report.

RESOLVED:- To note the report.
40 - Monitoring Priority 1 Recommendations

The Corporate Support Manager reported that Internal Audit undertook reviews of
Council's systems as defined in the annual audit plan. The audit conclusion may
include Priority 1 recommendations which related to major issues that needed to
be brought to the attention of senior management. Senior managers considered
the recommendations and determined whether to accept or reject them. If the
recommendation was accepted the manager was agreeing to implement the
recommendation.

To ensure all agreed Internal Audit Priority 1 recommendations were implemented
in a timely manner they were now tracked by Management.

There was one ongoing Priority 1 recommendation relating to the re-roofing of
Units 9 and 10 on James Freel Close. This related to partial completion of the
Contract Management Checklist and payment of the final account before
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completion of the audit review. There was no action to be taken regarding this
specific case but arrangements had been put in place by the Assistant Director of
Regeneration and Built Environment to ensure that the process was more robust in
the future.

RESOLVED:- To note the report.

41 - Barrow Playing Fields User Association

The Director of Resources reported that at the Audit Committee on 15th
September, 2016, Members had requested a briefing note on the Barrow Playing
Fields User Association (Association).

The Association was responsible for the general maintenance of playing surfaces,
cleanliness and shower facilities within changing rooms and the provision of
sports furniture and line marking, in relation to publicly owned football pitches
throughout the Borough.

The Council supported the Association’s costs with an annual grant (grass cutting
duties were undertaken as part of the Council’s grounds maintenance contract).

Grants paid to the Association by the Council, receipts generated and payments
incurred were detailed within the report.

Members agreed that the service was of value and without it sport within the
Borough would reduce significantly.

It was noted that Development Services were undertaking an audit of playing
pitches and sports facilities within the Borough. The Director of Resources
agreed to report findings of the survey back to this Committee when completed.
RESOLVED:- (i} To receive the report; and

(i) That the Director of Resources present findings of the playing pitches and
sports facilities survey to the Audit Committee when completed.

The meeting closed at 2.40 p.m.
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  23rd March, 2017 Item

Reporting Officer: Director of Resources 7

Title:  Internal Audit Final Reports

Summary and Conclusions:

Internal Audit performs audits in accordance with the approved Annual Plan.
Final reports are presented to Members by the Head of Internal Audit.

Recommendations:

To receive the Internal Audit Final reports and raise any questions.

Report

There are eight final reports for consideration by Members:

Receivables; Appendix 1

Income Collection; Appendix 2

Cash Receipting and Floats; Appendix 3
Payables; Appendix 4

Payroll; Appendix 5

Risk Management; Appendix 6

Housing Benefits; Appendix 7

Contract Audits

CHP refers to Cumbria Housing Partnership

CHP Void Repairs 2016-19; Appendix 8

These reports will be presented by the Head of Internal Audit.

For information, the assurance and recommendations assigned to Internal
Audit reports are as follows:
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The assurance levels are:

None — control is weak, causing the system to be vulnerable to error and
abuse.

Restricted — significant weaknesses have been identified in the system of
control, which put the system objectives at risk.

Substantial — while there is a reasonable system of control, there are
weaknesses, which may put the system objectives at risk.

Unqualified — there is an adequate system of control designed to achieve the
system objectives.

The recommendation levels assigned to issues identified are:

Priority 1 — major issues that Internal Audit considers need to be brought to
the attention of senior management.

Priority 2 — important issues which should be addressed by management in
their areas of responsibility.

Priority 3 — minor issues which provide scope for operational improvement.

Previous issues — are issues identified in a previous audit report that have
not been entirely implemented at the time of this latest audit.

Backaround Papers

Nil
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APPEE‘«SDPX No.

BARROW BOROUGH COUNCIL

INTERNAL AUDIT FlNAL REPORT 16 14

' ACCOUNTS RECEEVABLE

Executive Summary

Introduction

Debtor accounts for income due to the Council, other than Housing Revenue Account
income, are administered and controlled by the Finance Department, using the
Accounts Receivable module of the Oracle financial system. Invoices are raised
centrally by Finance staff, either upon receipt of an authorised Accounts Receivable
Transaction Request Form, or imported electronically from departmental databases.

The Finance Department is responsible for the initial recovery of unpaid debts; if
unsuccessful, relevant cases are referred to the law firm DWF which operates a debt
collection agency.

During 2016/17 to date, the Council has raised 3,542 invoices with a value of
approximately £4.18 million. At 11" January 2016 the balance on the Receivables
Ledger was £211,514. The writing off of irrecoverable debts is approved at the end of
each financial year; for 2015/16, these amounted to £42,198.

Audit Objectives

An audit of this system forms part of the agreed 2016/17

programme. The audit objectives were o evaluate and test the Key Points

internal controls over the Accounts Receivable system. The
scope and objectives of the audit were discussed and agreed | gypstantial Assurance
in advance with the Financial Services Manager.
. o inor i

Audit work included a control evaluation of the system design, ne minorisste

and testing the operation of key controls. Three previous
recommendations

Audit Conclusion - Substantial Assurance

As a resulf of the audit we have concluded that while there is a basically sound system
of control, there are weaknesses, which may put some of the system objectives at
risk, the majority of which relate to previously identified issues. We have raised one
Priority 3 recommendation which relates to:

e considering whether the current recovery procedures require amendment
providing a wider opportunity for customers to pay by instalments.

Furness Audit March 2017
Page 1



Barrow Borough Council Final Report Number 16-14

Internal Audit reviewed the agreed recommendation made in the previous audit report
15-14, dated April 2016. The recommendation has been implemented.

Internal Audit also reviewed the two agreed recommendations made in audit report
14-14, dated March 2015. One recommendation has been implemented and one
recommendation remains outstanding and concerns:

e ensuring action is taken to address issues identified in the Sundry Billing &
Recovery Review from August 2014 (Priority 2).

In addition, Internal Audit also reviewed the two outstanding recommendations made
in audit report 13-11, dated March 2014. The recommendations have both been
implemented.

Internal Audit also reviewed the two outstanding recommendations made in the
previous audit report 12-12, dated February 2013. Both recommendations remain
outstanding and relate to:

e regularly monitoring arrangements to pay sundry debtor invoices by instalments
to ensure that they are being consistently maintained (Priority 3); and

¢ ensuring that up to date documented procedures for the Accounts Receivable
function are produced and reviewed regularly (Priority 3).

Finally, Internal Audit reviewed the outstanding recommendation made in audit report
09-14, dated May 2010. The recommendation has been implemented.

Management Response

We have received a constructive management response from the Financial Services
Manager, accepting the recommendation.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.

Fumess Audit March 2017



APPENDI Na, /.

- BARROW BOR

Executive Summary

Introduction

The Borough Council offers a range of methods of payment to its customers. The
more traditional options such as cheque, debit/credit cards, standing order and direct
debit have been supplemented by newer methods which include a dedicated payment
hotline, the Internet, Touchtone phone and Allpay payment points. Internet and
telephone services are processed through the Axis Income Management system,
which is provided by Capita Software Services.

Payment by cash is no longer accepted at the Town Hall, although a number of areas,
particularly customer facing services such as car parking machines and leisure,
continue to take cash payments for the facilities they provide. Income is still received
in the form of cheques, through the post and via First Point and the Development
Control counter.

Audit Objectives

An audit of this syste:m fgrm_s part of the agreed 2016/17 Key Points
programme. The audit objectives were to evaluate and test
specific internal controls for the collection and receipting of | Substantial Assurance
income within the Council. The scope and objectives of the
audit were discussed and agreed in advance with the Financial

Services Manager. One Previous
Recommendation

One minor issue

Audit work included testing of the operation of key controls.

Audit Conclusion - Substantial Assurance

As a result of the audit we have concluded that while there is a basically sound
system, there are weaknesses, which may put some of the system objectives at risk.
We have made one Priority 3 recommendation, which concerns:

e considering providing the Service Accountant with a copy of show/performance
contracts, or relevant sections of, to assist in the calculation of the settlement
fee.

internal Audit reviewed the outstanding recommendation made in Audit Report 14-01,
dated September 2014. The recommendation has been partially implemented, the
remaining aspects relate {o:

e reviewing the Forum daily reconciliation sheets and ensuring that they are
accurately and consistently completed, including completion of all sections of
the reconciliation sheet.

Furness Audit March 2017
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Barrow Borough Council Final Report Number 16-01

Internal Audit also reviewed the outstanding recommendation from audit report 13-01,
dated February 2013 which has now been implemented.

Management Response

We have received a constructive management response from the Financial Services
Manager, partially accepting the recommendation.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.

Fumess Audit March 2017
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BARROW BOROUGH COUNClL
|NTERNAL AUDlT FINAL REPORT 16-06
i .Cash Fioats & Recelptmg Controls

Executive Summary

QOver recent years a number of Council Departments have ceased to collect income
through face to face mechanisms due to the increasing availability of electronic
payment methods. In 2012 the Council introduced an electronic receipting system for
utilisation by “Customer Services”; however, a small number of departments continue
to receipt income manually. Where this occurs, receipts are required to be completed,
issued and summarised on the appropriate Council Paying-in Sheet; this needs to be
in accordance with the Council’s General Procedures for Receiving Income.

In addition the Council hold a number of “cash floats” to assist with the income
collection for the relevant services; in total the floats amount to just over £2,000.

Audit Objectives

An audit of this system forms part of the agreed 2016/17 Key Points
programme. The audit objectives were to review the internal

controls over the manual and electronic receipting systems, in Substantial
addition to cash float verification. The scope and objectives of | ;0% 2% 2

the audit were discussed and agreed in advance with the

Financial Services Manager. Three minor issues
A list of aII' F_{eceipt Books checked and the corresponding | 4 o previous
Department is included. Recommendation

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that while there is a basically sound
system, there are weaknesses which put some of the system objectives at risk. We
have made three Priority 3 recommendations, which relate to ensuring that:

o all floats/imprests are accurately maintained in accordance with the certified
amounis held by Finance.;

o all cash imprests are held securely; and

« all receipt reference numbers, where cheque/postal order payments have been
made, are recorded on the relevant Paying in Slip.

Internal Audit also reviewed the outstanding recommendation from Audit report 14-06,
dated February 2015, which relates to, the Council ensuring that all carbonated copies
within receipt books are legible and fully completed, this recommendation remains
outstanding.

Fumess Audit March 2017
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Barrow Borough Councif Final Report Number 16-06

Management Response

We have received a constructive management response from the Financial Services
Manager accepting each of the recommendations.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.

Receipt Books

Receipt Book Number Responsible Department

Electronic receipts issued throughout | CRM

2016/17

165, 166, 167 Market

Fummess Audit March 2017
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ACCOUNTS PAYABLE g

Executive Summary

Introduction

The payment of supplier invoices, rent allowance, housing rent, business rate and
council tax refunds is managed by Financial Services, using the Accounts Payable
module of the Council’s Oracle Financial system. All payments processed by the
Council are made through BACS.

The system currently holds records for 4,765 suppliers; the following payments were
made in the period up to 22" November 2016:

Number Amount

(£000)

Suppliers 3,154 16,764

Rent Atlowances 13,266 7,539

Council Tax & Business 1,147 447
Rate Refunds

Housing Rent Refunds 136 55

Audit Objectives |

An audit of this system forms part of the agreed 2016/17
programme. The audit objectives were fo evaluate and test Key Points
the internal controls over the Accounts Payable system.
The scope and objectives of the audit were discussed and | Substantial Assurance
agreed in advance with the Financial Services Manager.

One important issue

Audit work included a control evaluation of the system | gne minorissue

design, and testing of the operation of key controls.
Two previous
recommendations

Audit Conclusion —~ Substantial Assurance

As a result of the audit we have concluded that while there is a basically sound system
of control, there are weaknesses which may put some of the system objectives at risk.

We have made one Priority 2 recommendation which concerns ensuring:

e the schedule of Direct Debits is accurate, complete and consistently
maintained; and that all Direct debits are appropriately authorised.

Fumess Audit February 2017
Page 1




Barrow Borough Council Final Report Number 16-18
We have also made one Priority 3 recommendation, which relates to:

e ensuring officers certifying invoices for payment are only authorising payments
within their approved cost centres.

Internal Audit reviewed the agreed recommendations made in Audit Report 15-18,
dated December 2015. Two recommendations have been implemented; however,
one recommendation remains outstanding and concerns:

s ensuring all supplier invoices are checked against purchase orders and that this
check is evidenced.

Internal Audit also reviewed the agreed recommendation made in Audit Report 11-19,
dated November 2011. The recommendation remains outstanding and concerns:

¢ considering whether any action is required to ensure that all supplier invoices
are paid promptly within agreed settlement terms. (Priority 3).

Management Response

We have received a constructive management response from the Financial Services
Manager, accepting each of the recommendations.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review,

Fumess Audit February 2017
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'.PAYROLL

Executive Summary

Introduction

Salaries and expenses of Council Officers and Members’ allowances and expenses
are administered by the Financial Services Department. Processing and payment is
outsourced to Selima, who provide a fully managed service, based on payroll
information submitted monthly by Council staff.

The October 2016 monthly payroll involved employee costs of approximately
£525,000 with net payments of £336,000 to 267 officers and 35 Councillors.

Audit Objectives

An audit of this system forms part of the agreed 2016/17 ]
programme. The audit objectives were to evaluate and test Key Points

the operation of internal controls over the Payroll function. | g,pstantial Assurance
The scope and objectives of the audit were discussed and
agreed in advance with the Financial Services Manager. Three important issues

Audit work included a control evaluation of the system design
and testing of the operation of key controls. [n addition,
Internal Audit perform routine quarterly checks on payroll
control account reconciliations to confirm that these are prepared appropriately by
Council staff.

Audit Conclusion — Substantial Assurance

As a resuit of the audit we have concluded that while there is a basically sound
system, there are weaknesses which put some of the system objectives at risk. We
have made the three Priority 2 recommendations, which relate to the Financial
Services Manager:

« ensuring all expense claims are properly authorised prior to submission for
payment;

« reminding staff that all overtime claims are to be retained as evidence of extra
hours worked and authorised; and

¢ investigating the apparent underpayment of basic pay made to the named
individual.

Internal Audit also reviewed the four outstanding agreed recommendations made in
Audit Report 15-13, dated January 2016. All recommendations had been
implemented.

Furness Audit February 2017
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Barrow Borough Council Final Report Number 16-13

Management Response

We have received a constructive management response from the Financial Services
Manager, accepting each of the recommendations.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.

Fumess Audit February 2017
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RISK MANAGEMENT

Executive Summary

Introduction

The Council's Risk Management Policy 2015 states that the Council’s approach to risk
management has been developed to support the main requirements of good corporate
governance. The Policy recognises that good risk management will support and
improve the decision making process, increase the likelihood of objectives being
achieved and enable the Council to respond quickly to new threats and opportunities.

Key responsibilities for risk management include: the Leader of the Council to
overview risk management activities; Executive Committee to approve the Policy;:
Audit Committee to review the Policy and Risk Register; and Management Board to
ensure there is a robust framework to identify and manage risks and to review the
Register.

The Corporate Suppori Manager maintains the Council's Risk Register, monitors
action plans and prepares quarterly reports for Members and senior managers. Risks
are assigned a score on the basis of their likelihood and impact. For the higher
ranking risks above a defined “appetite”, mitigating actions are required to reduce the
score to an acceptable level. The latest Register identifies 13 strategic/corporate risks
and 11 operational risks.

A further, specific, aspect of risk management is business continuity. The Council has
a Business Continuity Plan which aims to ensure as far as possible the continuation of
its services in the event of a major disruption. The Plan identifies key roles,
responsibilities and contacts for recovering critical functions and activities.

Audit Objectives

An audit of this system forms part of the agreed 2016/17
programme. The audit objectives were to evaluate and test Key Points
the high level controls over the Risk Management process.
The scope and objectives of the audit were discussed and
agreed in advance with the Corporate Support Manager.

Substantial Assurance

Three previous
. . . . recommendations
Audit work included a control evaluation of the system design,

and testing of the operation of key controls.

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that there is a basically sound system of
control, and as such we have not raised any new recommendations. However our
review of earlier recommendations indicates that there are weaknesses, which put
some of the system objectives at risk.

Fumess Audit February 2017
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Internal Audit identified that the agreed recommendation made in the previous audit
report 15-05 had been implemented.

internal Audit reviewed the two outstanding recommendations made in the previous
audit report 14-05, dated December 2014, One recommendation, which had been
partially implemented, has now been completed; the other recommendation remains
outstanding and relates to:

s arranging specific specialist training in risk management for appropriate
Councillors and Officers (Priority 2).

Finally, Internal Audit reviewed the implementation of the outstanding elements of two
recommendations made in Audit Report 11-08 (Business Continuity), dated December
2011. These remain outstanding and concern the Council:

¢ strengthening Business Continuity Management (BCM) arrangements by:

c) considering suitable training for all staff directly responsible for, or involved
in, BCM at both corporate and departmental levels, to include scenario
exercises; and

d) promoting, where possible, an awareness of BCM amongst all staff with the
aim of embedding its principles into their day to day activities (Priority 1),
and

¢ ensuring that it has a sound infrastructure in place to support its Business
Continuity arrangements effectively (Priority 2).

Management Response

We have received a constructive management response from the Corporate Support
Manager, accepting the report.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.

Fumess Audit February 2017
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HOUSING BENEFITS

Executive Summary

Introduction

The Council's Housing Benefits service is administered by an external provider,
Liberata, under a client/contractor relationship, which has been in existence since
1998. The company uses Northgate’'s iWorld benefits and Anite document
management systems to process and record claims. The contractor's performance is
monitored by the Client Section of the Council’s Finance Depariment.

At the time of the audit review, there were over 5,000 live Housing Benefit claims;
most of the total benefit expenditure of around £20 million is met by subsidy from
Central Government.

Audit Objectives

An audit of this system forms part of the agreed 2016/17
programme. The audit objectives were to evaluate and test the
internal controls over the Housing Benefits system. The scope | gypstantial
and objectives of the audit were discussed and agreed in | Assurance
advance with the Director of Resources and the Liberata
Service Team Manager. Two important
issues

Key Points

Audit work included a control evaluation of the system design

and testing of the operation of key controls. One previous
recommendation

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that while there is a basically scund system
of control, there are weaknesses, which may put the system objectives at risk. We
have made two Priority 2 recommendations, which relate to Liberata ensuring:

¢ requests for benefit reconsiderations and appeals are:
o signhed by the appellant; and
o processed on a timely basis; and

e recovery of overpayments by sundry debtor invoice is carried out in line with
procedures and, properly progressed.

Fumess Audit March 2017
Page 1
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Internal Audit also reviewed the implementation of the three outstanding
recommendations from Audit Report 15-02, dated January 2016; all recommendations
have been implemented.

In addition, Internal Audit reviewed the implementation of the three outstanding
recommendations from Audit Report 14-02, dated January 2015; one
recommendation remains outstanding. This relates to Liberata ensuring the volume of
work outstanding/assigned to assessors is reduced to a more acceptable limit (Priority
2).

Management Response

We have received a constructive management response from the Head of R&B
Shared Service accepting the two recommendations made.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.

Furness Audit March 2017
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Executive Summary

Introduction

This project forms part of the Council’s Housing Stock Planned Investment Works
over the next four years.

The contract was awarded following a "mini competition” within the Procure Plus
framework to AB Mitchell Developments Ltd; with budgeted expenditure of £200,000
per annum.

Audit Objectives

Internal Audit are required to consider for review all contracts entered into by the
Council. The Director of Resources through the Head of Internal Audit will select all
contracts valued over £100,000 and a sample of smaller contracts for detailed scrutiny
and review.

The audit objectives were to perform an examination of the Key Points
interim and final account and associated documentation.

Substantial Assurance

One minor issue
Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that while there
appears to be a basically sound system of control, a weakness has been identified,
which may put the system objectives at risk.

We have made one Priority 3 recommendation which concerns the Asset &
Maintenance Manager ensuring that the tender notice includes a note stating that the
Council is not bound to accept any tender.

Management Response

We have received a constructive management response from the Maintenance and
Asset Manager accepting the recommendation.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.

Fumess Audit February 2017
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Barrow Borough Council

CONTRACT PARTICULARS

Final Report Number CR 114

Contract Title:

CHP Housing Maintenance — Void
Repairs (2016-2019)

Contract Form:

Procure Plus framework agreement

Contractor; AB Mitchell Developments Ltd
Engineer: n/a
Quantity Surveyor: n/a

Other Consultants

Baker Mallett — Principal Designer

provision/paid/received:

Tender Sum: n/a
Contract Sum; n/a
Date for Possession: n/a
Date for Completion: n/a
Date of Practical Completion: n/a
Extension of Time Granted: n/a
Delay in Completion: nfa
Liquidated and Ascertained Damages n/a

Minimum Insurance Cover Required &
Cover Confirmed

£10m Employers Liability
£5m Public Liability

Minimum Bond Required n/a
Retention Amount n/a
Final Contract Valuation: nfa
Anticipated Final Account Sum: n/a
Percentage increase/decrease:

Final Vaiuation against Confract Sum n/a

Fumess Audit

February 2017

Page 2




Part One

AUDIT COMMITTEE

Date of Meeting:  23rd March, 2017

Reporting Officer: Director of Resources

(D)

| Agenda

ltem

Title:  Internal Audit Progress Report

Summary and Conclusions:

The Internal Audit Progress Report has been produced by the Head of
Internal Audit. The Head of Internal Audit will present the report to Members.

Recommendations:

To receive the Internal Audit Progress report and raise any questions.

Report

The Internal Audit Progress Report for the period 1st April, 2016 to 10th
March, 2017 is attached at Appendix 9 and will be presented to Members by

the Head of Internal Audit

Background Papers

Nil
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EXECUTIVE SUMMARY

Purpose
The purpose of the report is to update Members of the Council’s Audit Committee on:

o Internal Audit work performed up to 10" March 2017, including final reports issued
relating to a previous reporting period; and

+ Significant issues that have arisen during this period as a result of our work.

Content
The information is presented in the following schedules:
1. A Statistical Summary of Recommendations

This schedule includes all audit recommendations to which Council
management have responded between 1%t April 2016 and 10" March 2017.
The figures are analysed according to the ‘priority’ of the recommendations,
and the extent to which each has been accepted by management for action.

2. Accepted Priority 1 Recommendations

This schedule provides details of all major recommendations which have been
accepted by management.

3. Rejected Recommendations

This schedule provides details of major and significant (i.e. Priority 1 and
Priority 2) recommendations, which have been rejected by Council
Management.

4, Audit Coverage

Details of audit assignments carried out in the period, including any checks on
external partner organisations.

5. Classifications of Assurance and Recommendations

An explanation of the classifications used for prioritising recommendations and
assessing levels of assurance.




1. STATISTICAL SUMMARY OF RECOMMENDATIONS

The following table summarises the number of audit recommendations we have made
in our final reports issued up to 10" March 2017; analysed by their priority, including
- whether accepted by management.

Recommendations Total Priority 1 Priority 2 Priority 3
Made 61 4 41 16
Fully Accepted 53 4 35 14
Partly Accepted 8 - 6 2
Not Accepted 0 - - -




2. ACCEPTED PRIORITY 1 RECOMMENDATIONS

There have been no Priority One recommendations since the previous Audit
Committee.




3. REJECTED RECOMMENDATIONS

3.1 PRIORITY ONE RECOMMENDATIONS

There have been no rejected Priority One recommendations during the reporting
period.

3.2 PRIORITY TWO RECOMMENDATIONS

There have been no rejected Priority Two recommendations during the reporting
period.




4. INTERNAL AUDIT COVERAGE:

APRIL 2016 — MARCH 2017

Report . - _ Sy_s_tem
Number Audit Assignment Slgr;;lrtlzgnce Status Assurance
ANNUAL AUDITS
16-01 | Income Collection 1 Final Substantial
16-02 | Housing Benefits 1 Final Substantial
16-03 Council Tax & Council Tax Support 1 Final Substantial
16-04 Business Rates (NNDR) 1 Final Substantial
16-05 | Risk Management 1 Final Substantial
16-06 | Cash Floats/Receipting Controls - Final Substantial
16-08 | Fraud and Corruption Survey - Complete N/a
16-09 | Performance Management 2 Draft Restricted
16-10 | Budgetary Control 2 Final Unqualified
16-11 Treasury Management 2 Final Unqualified
16-12 | Car Park Meter Income 2 Initial Draft Restricted
16-13 | Payroll (inc Expenses) 2 Finai Substantial
16-14 | Accounts Receivable 2 Final Substantial
16-15 Corporate Control/Governance 2 Complete N/a
e 2| Qscompete
16-17 | Procurement (inc. Ordering) 2 Initial Draft Restricted
16-18 | Accounts Payable 2 Final Substantial
16-19 | Housing Rents 2 Final Substantial
16-20 g?;s?’gguncil Planso :3? gflgsiigs net! 2 Comments provided
16-21 [r-(lec;l;sufg)g Maintenance (Day to day 2 allozisE:d o N/a
probity

16-22 NFI - Ongoing N/a
16-24 Benefit Certification - Ongoing N/a
16-25 | Lawson Street-Financial Check - Initial Draft Restricted
16-26 | Probity - Complete N/a
16-27 | Probity - Complete N/a




R System
eport Audit Assignment Significance Status Assurance
Number
Band
16-28 | Dog Kennels - Initial Draft | Restricted
16-29 | Phoenix Business Centre - Ongoing
16-30 | Licencing Fees Review - Complete N/a
16-31 Housing Rents - Transfer to new ) In Progress
system
COMMUNITY ORGANISATIONS
AND MAYOR'’S ACCOUNT
- Hawcoat - Complete N/a
- Abbotsvale - Complete N/a
- Dalton Community Association - Complete N/a
Barrow Playing Fields Users .
) Association 2013-14 ) Outstanding Issues
16-23 | Mayor’'s Account - Complete N/a
IT ENVIRONMENT AUDITS
IT61 Service Desk - Final Substantial
IT62 Payment Card Security - Draft Substantial
IT63 implementation Review - Fieldwork N/a
complete
16-07 | IMPLEMENTATION REVIEW
09-23 Asset Management - Complete N/a
14-30 | Dog Kennels - Complete N/a
Fraud Hotline Calls
Revenues/
Staff Related Other Total
Benefit related
2016/17
(April 2016- 51 3 4 58
March 2017)
2015/16
52 0 5 57
(Full year)




5. CONTRACT AUDIT

Report . . Assurance/
Number | Audit Assignment Status Comment
CR84 Barrow Cemetery NW Extension Final Restricted
CR86 | Town Hall Roof Final Substantial
Crop | Re-Rodfing Units § & 10 James Final Restricted
CR&9 Housing stock condition survey Final Restricted
CR110 Housing . . Maintenance Final Substantial
Responsive Repairs
Critz |Housing Maintenance  Gas Final Substantial
CR114 gg'gai'::gg'fsgn“ga'“te”ance - Void Final Substantial
No Assurance; further
CR100 | Crematorium/Cemetery Office Draft limited information
provided Sept 16
CR111 Housing Management System Draft Restricted
Stage 4 Findings Response to findings
CR80 | Roalsland Jetty issued 15" Sept 16 received
. , Stage 4 Findings
CR&1 Rawlinson Street Corridor issued 22" Dec 16
CR94 2014 CHP Devonshire Road | Stage1 lhFinciings Stage 2/3 findings to
|mpr0vement5 ISSLIed 4 May 16 issue
CRY5 Town  Hall Ground  Floor | Stage 4 Findings to
Improvements issue
CR97 Maritime Streets Landscaping | Stage 3 completed | Awaiting response to
Design 17" Sept 15 findings
CR98 Maritime Streets Landscaping Awaiting further
Works information
CR107 High level electrical repairs & | Stage 1 completed Awaiting Stage 2
festive lighting 9™ Oct 15 checklist
CR108 Electrical reactive repairs & | Stage 1 completed Awaiting Stage 2
maintenance 6" Nov 15 checklist
; . Stage 1 checklist
CR113 | Recycling Containers received
Refuse, Recycling & Street S upportllng
CR115 Cleansing 2017-24 information
9 outstanding
CR116 CHP Disabled Adaptations | Stage 2 findings
2015-19 issued 28" Feb 17




6.CLASSIFICATIONS

6.1 Classification of Assurance Levels

At the conclusion of each audit, we give an overall opinion on the level of assurance,
which we consider is provided by the controls in place within the system audited. The
following classification of assurance levels has been adopted:

Level Definition
1. Unqualified Assurance The controls appear to be consistently applied.
2., Substantial Assurance Evidence was identified to suggest that the

level of non-compliance with controls may put
some of the system objectives at risk.

3. Restricted Assurance The level of non-compliance identified places
the system objectives at risk.

4. None Significant non-compliance with controls was
identified leaving the system wvulnerable to
error and abuse.

6.2 Priority of Recommendations
Our audit recommendations are categorised by three priority levels: -

Priority 1 Major issues that we consider need to be brought to the attention of senior
management.

Priority 2 Important issues which should be addressed by management in their area
of responsibility.

Priority 3 Detailed issues of a relatively minor nature.

10



7. PERFORMANCE

The Public Sector Internal Audit Standards (PSIAs) require Internal Audit to be
measured in terms of performance. The indicators below provide information over the
arrangements and effectiveness of Internal Audit.

Indicator 2016/17
1 Percentage of Draft reports issued within 10 working days o
. e 100%
of completion of audit fieldwork.
2 | Percentage of Management Responses received within 20 579
working days of issue of the Draft report. °
3 | Percentage of Final reports issued within 10 working days o
: 100%
of receipt of management response.
4 | Percentage of Priority 1 and Priority 2 Recommendations 100%
acceptable to the audit client. °
Draft Reports issued
Ref Audit Date issued
16-09 Performance Management 22™ Dec 2016
CR100 Crenpatonum and Cemetery Office (late project file g Aug 2016
received)
CR111 Replacement Housing Management System 1% March 2017
IT 62 PCI-DSS Review 28" Feb 2017

11
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Part One

AUDIT COMMITTEE

Date of Meeting:  23rd March, 2017

Reporting Officer: Director of Resources

(D)
Agenda

Item
9

Title: Internal Audit Annual Plan

Summary and Conclusions:

The Internal Audit Annual Plan for 2017-2018 has been produced by the Head
of Internal Audit. The Head of Internal Audit will present the report to

Members.

Recommendations:

To receive and consider the Internal Audit Annual Plan for 2017-2018.

Report

The Internal Audit Annual Plan for 2017-2018, including a note of the housing
benefit testing, is attached at Appendix 10 and will be presented to members

by the Head of Internal Audit.

Background Papers

Nil
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BARROW BOROUGH COUNCIL
INTERNAL AUDIT ANNUAL PLAN 2017/18

T T e e i eanga |
Pl AUdlt PR i cBand | e TR LT

Contract Audit 1 All Divisions
Contract Management Checklist Stage Reviews 1 All Divisions
Risk Management 1 Corporate Support 8
Budgetary Control 1 Finance 9
Income Collection 1 Finance 15
Main Accounting System & Perlodic Controls 1 Finance 25
Business Rates {NNDR) 1 Revenues & Benefits 10
Council Tax & Council Tax Support 1 Revenues & Benefits 22
Housing Benefits 1 Revenues & Benefits 18
Procurement (inc. Ordering) 2 All Divisions 20
Car Park Meter Income 2 Community Services 10
Corporate Control/Governance 2 Corporate Support 5
Performance Management 2 Corporate Support 6
Standing Orders/Financial Regulations/Anti-Fraud/Other .

L. 2 Resources Directorate 8
Policies & Procedures
Accounts Payable 2 Finance 12
Accounts Receivable 2 Finance 12
Treasury Management 2 Finance 5]
Payroil (inc Expenses) 2 Finance & HR 15
Housing Maintenance (Day to day repairs) 2 Housing 30
Housing Rents - System Review 2 Housing 15
IT AUDIT
Email and Internet Controls 1
IT General Controls 1 25
IT Implementation Review 1
Audits identified by their significance rating or agreed
with Senior Management to ensure adequate coverage 3,485 All Divisions a0
of the Council's internal controls.
DESIGNATED ANNUAL AUDIT ACTIVITY
Cash Floats/Receipting Controls - 10
Community Organisations {inc. Mayor's Account) - 15
Financial/Account Reviews - 20
Fraud Hotline - 10
Funding Checks/Grant Claims - 6
Implementation Review - 12
NFI Responsibilities - 20
Probity - 25
AUDIT MANAGEMENT
Audit Administration - 15
Audit Commitiee - 8
Audit Management/Planning/Reporting - 15
External Audit Liaison - 3
Plan days 560
Benefit Certification Testing - 170
TOTAL AUDIT DAYS 730




Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 23rd March, 2017 ltem

Reporting Officer: Director of Resources 10

Title:  External Audit Committee Update

Summary and Conclusions:

An Audit Committee Update regarding current issues and developments has
been produced by the External Auditors. The External Auditors will present
the report to Members.

Recommendations:

To receive the External Auditors report and raise any questions.

Report

The External Auditors have produced an Audit Committee Update for
Members, regarding current issues and developments. The report is attached
at Appendix 11 and will be presented to Members by the External Auditors.

Background papers

Nil
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Part One

AUDIT COMMITTEE

Date of Meeting:  23rd March, 2017

Reporting Officer: Director of Resources

(D)
Agenda
item
11

Title: External Audit Annual Pian

Summary and Conclusions:

This report includes the External Audit Plan for the year ended 31st March,

2017. The External Auditors will present the Plan to Members.

Recommendations:

To receive and consider the External Audit Plan for the year ended 31st

March, 2017.

Report

The External Audit Plan for the year ended 31st March, 2017 is attached at
Appendix 12 and will be presenied to Members by the External Auditors.

Background Papers

Nil

17
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Part One

AUDIT COMMITTEE

Date of Meeting:

23rd March, 2017

Reporting Officer:

Director of Resources

(D)
Agenda
Item

12

Title:

Recommendations:

Summary and Conclusions:

Audit Committee Update

To receive the report and raise any questions.

This report contains an update on finance and governance related issues,

Report

Protecting the Public Purse

For England the total value of fraud types for 2015/16 were**:

The second Protecting the English Public Purse (PEPP 2016) report by The
European Institute for Combatting Corruption and Fraud (TEICCAF) has
published in January 2017.

No, of Cases Investigated Value of investigation
Fraud Type
2014/15 2015/16 % Var 2014/15 2015/16 % Var

Housing Benefit 27,300 13,830 -49,34 £ 105,707,000.00 £ 52,500,000.00 -52,15
Tenancy 2,993 2,787 -6.89 £53,874,000.00 £ 50,200,000.00 ~7.32
Right to Buy 411 2,253 448,29 £ 30,200,000.00 £ 46,400,000.00 34.51
Council Tax 438,000 79,283 65.17 £ 18,600,000.000 £ 31,400,000.04 6B.82]
Business Rates 171 233 36.45 £ 1,100,000.04 £ 2,700,000.00 145.45
Procurement 84 167 93.80 £ 2,300,000.04 £ 3,850,000.00 67.39
Insurance 473 787 66.31 £ 9,200,000.00 £ 7,500,000.00 -18.48
NRPF 444 183 -58.71 £ 7,100,000.0Q £ 5,700,000.00 -19.72}
Other 2,407 £ 11,800,000.00
Councillor/Employee 367] £ 330,000.00

** Variable figures used and RTB and Tenancy split In this table.
** Fraud stats are calculated based on the 60% sample we achieved.
*¥ RTB is calculated on the figure provided by the LA, NOT the Notional Figure.
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The Borough Council’s cases included in the table were 7, all housing benefit
(prior to the Single Fraud Investigation Service) with a vaiue of £57k.

TEICCAF have developed a checklist and have recommended that all
authorities undertake it as a seif-assessment:




| appropriate

v
Every local authority undertakes an assessment of its financial Anti-Fraud Policies

irregularity, fraud & corruption risk .
Risk Register

This assessment is reported to its senior management board and <
members, The assessment must be included in the authorities risk Anti-Fraud Policles
management process and the responsibility of the appropriate portfolio

holder. Risk Register

An annual response plan is created to mitigate the identified risk and
should include;

v
Prevention Anti-Fraud Policies
Detection
Redress
Ensure that proportionate resources are in place to meet the v
requirements of the response plan. internat Audit Plan
Professionally trained, accredited investigators will require v
appropriate knowledge/training in all areas of identified risk Skills required are
throughout the authority. in place.
v

. Internal Audit Plan
Compile a programme of both proactive and reactive work in line

with the identified risk. Annual financial
reviews and spot
checks

v
Ensure you have appropriate and proportionate defences Anti-Fraud Policies
against new and emerging risk.

NAFN & NF!

A Counter Fraud and Corruption policy is required and reviewed v
annually. This must be communicated to the whole authority. Anti-Fraud Palicies

v

Fraud awareness sessions for all staff delivered, at least Service specific

annually. Policies
communicated

The Investigations team keeps adequate records and frequently P
reports to senior management on its work and findings.

Any identified areas of weakness must be highlighted and
reported to each department.

The Council's Anti-Fraud Polices are kept under continuous review for
regulatory changes, best practice and any improvements coming from actual
incidents and their resolution.
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External Audit Contract

Following the Full Council decision on 17th January, 2017, Public Sector Audit
Appointments Ltd has confirmed that the Council is an opted-in authority for
the purposes of the appointment of a local auditor under the provisions of the
Local Audit and Accountability Act 2014 and the requirements of the Local
Audit (Appointing Person) Regulations 2015. The opt-in covers a period of
five years from the 1st April, 2018.

Housing Benefit Certification

From the 1st April 2018, Public Sector Audit Appointments (PSAA Ltd) will no
longer oversee or appoint auditors for Housing Benefit Certification work.
From then on, the DWP will assume responsibility for issuing guidance and
providing support for this assurance process - however, the DWP will not
appoint auditors on behalf of local authorities.

Local authorities will need to procure the services from an ICAEW (Institute of
Chartered Accountants) accredited accounting firm (the same firms that are
currently involved) for this work. The deadline for this appointment will be the-
1st March, 2018, for the 2018-2019 subsidy year. Opting into the Sector-Led
Body arrangement with PSAA Ltd for the appointment of auditors for final
accounts, does not include the assurance of Housing Benefit Certification
work, this must be procured separately.

Following consultation with key stakeholders, including a number of Local
Authority representatives, the DWP will publish the full Housing Benefit
Certification assurance guidance including engagement instructions and
detailed testing instructions on gov.uk by the 31st March, 2017.

The quantum of work will remain unchanged, current procedures for testing
will remain the same with the initial samples of 20 cases and additional 40+
testing where required and so on.

Once the guidance and instructions are available | will progress this matter. |
will also liaise with my colleagues through the Cumbria Chief Finance Officers
Group.

Audit of 2015-2016

The Audit Findings Report relating to 2015-2016 identified a number of
actions for management which were accepted and an implementation date
and responsibility were agreed.

The current position is set out in the table on the following pages.
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Statement of Accounts 2016-2017

The timetable for the Statement of Accounts 2016-2017 has been prepared.
Members will recall that the Statement of Accounts for 2017-2018 must be
prepared by the 31st May, 2018, audited and issued by the 31st July, 2018. To
prepare for that we have brought the timetable forward and the Audit Committee
on 27th July, 2017, will receive the Statement of Accounts for 2016-2017; and
Annual Governance Statement.

Officers in the Finance Department have attended the annual closedown events.
The Accountancy Services Manager has agreed where our estimation processes
can be speeded up without any material impact on the figures produced, and
where data can be gathered earlier than previous years; these alterations have
been discussed with me and with the external auditors.

There are a number of changes in the Code of Practice on Local Authority
Accounting in the United Kingdom 2016/17 (Code). The main changes that
directly impact the Borough Council are the amendments to reflect the
understandability of local authority financial statements — the Narrative Report
was introduced with the 2015-2016 Statement of Accounts; and the amendments
to reflect the new formats and reporting requirements for the Comprehensive
Income and Expenditure Statement and the Movement in Reserves Statement
and to introduce a new Expenditure and Funding Analysis as a result of the
Telling the Story review of the presentation of local authority financial statements.

The reporting and monitoring of Council finances will be mirrored in the
statements within the Accounts and these generally, apart from a handful of cost
centres, follow the lines of responsibility of Management Board:

Community Services (Assistant Director);

Corporate and Democratic Services (Director of Resources);
Local Authority Housing (Assistant Director);

Regeneration and Built Environment (Assistant Director), and;
Support/Central Services (Director of Resources).

The divisions and my directorate ultimately report to the Executive Director.

Policy Reviews

The Audit Committee Work Plan includes an update on the review of Financial
Regulations, Contract Standing Orders, and Anti-Fraud Policies.

There are no changes or revisions from those reviews being reported to the
Executive Committee at this time.

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 23rd March, 2017 ltem

Reporting Officer: Director of Resources 13

Title:  Going Concern
Summary and Conclusions:

The Council is required to assess and determine that it is appropriate to prepare
the financial statements on a going concern basis. The review should take
account of all available information about the future, which is at least, but not
limited to the next twelve months from the end of the reporting period.

The accounts of the Council for the period 1st April, 2016 to 31st March, 2017
will be prepared on a going concern basis. This basis assumes that the Council
will be able to realise its assets and liabilities in the normal course of business
and that it will continue in business for the foreseeable future.

Recommendations:

To agree that the Council is a going concern and that it is appropriate for the
accounts to be prepared on a going concern basis.

Report

International Financial Reporting Standards require the Council to assess and
determine that it is appropriate to prepare the financial statements on a going
concern basis. This should take account of all available information about the
future, which is at least, but not limited to a period of twelve months from the end
of the reporting period.

Management Board have considered all relevant factors (see the table below)
and determined that the going concern concept does apply to Barrow Borough
Council.

Therefore, the accounts of the Council for the period 1st April, 2016 to 31st
March, 2017 will be prepared on a going concern basis. This basis assumes that
the Council will be able to realise its assets and liabilities in the normal course of
business and that it will continue in business for the foreseeable future.
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Considerations | Assessment Completed Date
f%‘r";%‘;"_{.ang{ gYed the budgets Yes March 2017
Council approved Medium Term Yes September
Financial Plan. 2016
Council approved a three year
F capital programme. Yes March 2017
orecasts and . -
budgets Externgl_ Audlt_p.rowded an
unqualified opinion on the Yes September
accounts for the year ended 2016
31st March 2016.
‘Budget Strategy to balance the September
budget by 2019-2020 approved Yes 20 g
by Council.
The Council’'s income stream is
assessed as sufficient to provide
Working capital | adequate working capital. The Ongoing onaoin
facility Council’s banking arrangement review going
is flexible and can provide
temporary cover if required.
September
2016
The annual budget process
provides the following years’ Yes Next
Medium and budget as well as a three year iteration of
long term plans | forecast. the MTFP
with Council
Plan
Council Plan and associated .
documents refreshed. Ongoing July 2017
The HRA is now operating under
the new seif-financing Yes April 2012
arrangements.
The Council has adopted the
prescribed default Council Tax Yes January
Reduction Scheme for 2017- 2017
New legislations 2018, —
The Council is aware of the Ondoin
upcoming changes for Universal regiewg Ongoing
Credit.
The Council has signed up to Revised i
the DCLG Right to Buy receipt Yes ggreszen
retainment scheme. sugnzeO 1 3une
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Considerations

Assessment

Completed

Date

Cash flow timing

A full assessment of projected
cash inflows and outflows is
carried out on daily basis,
including the timing of receipts
and settlement of all known
liabilities. There are no known
factors which would result in a
cash shortage during 2016-
2017. Business rate retention
has been built in to the Council's
cashflow projections.

Ongoing
review

Ongoing

Contingent
liabilities

The Council does not have any
material contingent liabilities
either at the present time or
forecast which are not included
in the accounts.

Yes

Ongoing
review

Risk
management

The Council has a risk
management process which
focuses on the business critical
areas of operations and
management.

Yes

Ongoing
review

Political
environment

The Council has moved to a four
yearly election cycle. The May
2015 elections resuited in a
decisive majority for one poilitical
party. This environment
provides stability in the policy
making areas relating to
services and the overall
direction of the Council.

Yes

May 2015

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  23rd March, 2017 Item

Reporting Officer: Director of Resources 14

Title:  Accounting Policies
Summary and Conclusions:

The Council's Accounting Policies have been reviewed to ensure that they
remain relevant, current and reflect best practice.

Recommendations:

To approve the Accounting Policies for the Council's 2016-2017 Statement of
Accounts.

Report

It is the responsibility of the Director of Resources to select suitable accounting
policies and apply them consistently. Any significant changes in accounting
policies are reported in the Statement of Accounts. These changes are
highlighted in the Code of Practice on Local Authority Accounting in the United
Kingdom each year.

Accounting policies are the specific principles, bases, conventions, rules and
practices applied by an authorily in preparing and presenting financial
statements.

Changes in Accounting Policy

Where a change in accounting policy is required by the Code, the Council will
disclose the information that might specifically be required by the Code. For
other voluntary changes in accounting policy made by an authority, it is
necessary to disclose the nature of the change, the reasons why applying the
new accounting policy provides reliable and more relevant information and the
required restatements.

Future Accounting Standards — Disclosures

Where a new standard has been published but has not yet been adopted by the
Code, local authorities are required to disclose information refating to the impact
of the accounting change. In making the disclosures required, practitioners are
recommended to disclose the title of the new standard, the nature of the change
in accounting policy or policies, the date by which the standard or interpretation is
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likely to apply to local authorities and an explanation of the impact that the
introduction of the new standard is likely to have on the financial statements
estimated on a reasonable basis. If an estimate cannot be made on a reasonable
basis because, for example, the base data required to estimate the impact of the
hew standard is not available, then the financial statements should clearly
explain that this is the case.

Accounting Policies for 2016-2017

The following changes have been made:

¢ Financial years and dates have been updated as appropriate;

¢ Employee benefits (h), termination benefits has been updated with the
following text appended in relation o enhanced voluntary redundancy
payments;

A subsequent variation was agreed by the Council with the 2016-2020 Budget Strategy, for the
Borough Kennels and Playgrounds Team to access the enhanced voluntary redundancy scheme
from the 7 September 2016 until the 30 June 2017.

» Overheads and Support Services (p) has been updated in relation to
o Corporate and Democratic Core, and
o Non Distributed Costs:

These two cost categories are defined in the Service Reporting Code of Practice and were
previously accounted for as separate headings in the Comprehensive income and Expenditure
Statement; these now form part of the Corporate and Democratic Services heading which
remains part of Net Expenditure on Centinuing Services.

Should any further revision be necessary during the closedown process, this will
be reported to the next Audit Committee with the Statement of Accounts.

Members are recommended to approve the Accounting Policies attached at
Appendix 13 for the Council's 2016-2017 Statement of Accounts.

Background Papers

Nil
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APPENDIX No. /73

Barrow Borough Council — Accounting Policies 2016-2017

Note 1. ACCOQUNTING POLICIES

a. General Principles

The Statement of Accounts summarises the authority’s transactions for the 2016/17 financial year and
its position at the year-end of 31 March 2017. The authority is required to prepare an annual
Statement of Accounts by the Accounts and Audit Regulations 2015. The Regulations require the
Accounts to be prepared in accordance with proper accounting practices. These practices primarily
comprise the Code of Practice on Local Authority Accounting in the United Kingdom 2016/17 and the
Service Reporting Code of Practice 2016/17, supported by International Financial Reporting
Standards and Financial Reporting Standards.

The accounting convention adopted in the Statement of Accounts is principally histarical cost,
madified by the revaluation of certain categories of non-current assets and financial instruments.

The accounting statements have been prepared on a going concern basis which assumes that the
authority will continue in operation for the foreseeable future.

b. Accruals of Income and Expenditure

Activity is accounted for in the year that it takes place, not simply when cash payments are made or
received. In particular;

* Revenue from the sale of goods is recognised when the authority transfers the significant

" risks and rewards of ownership to the purchaser and it is probable that economic benefits or
service potential associated with the transaction will flow to the authority.

= Revenue from the provision of services is recognised when the authority can measure reliably
the percentage of completion of the transaction and it is probable that economic benefits or
service potential associated with the transaction will flow to the authority.

= Revenue from leasehoid properties is recognised on an averaged basis where leases contain
rent free periods and the first year requires an adjustment of over £10k.

= Revenue from non-exchange transactions is recognised when it is probable that the benefit
will flow and the amount can be measured reliably, further details are included in accounting
policy d. Council Tax and Business Rate Transactions.

= Supplies are recorded as expenditure when they are consumed — where there is a gap
between the date supplies are received and their consumption they are carried as inventories
on the Balance Sheet.

= Expenses in relation to services received (including services provided by employees) are
recorded as expenditure when the services are received rather than when payments are
made.

» Interest receivable on investments and payable on borrowings is accounted for respectively
as income and expenditure on the basis of the effective interest rate for the relevant financial
instrument rather than the cash flows fixed or determined by the contract.

» \Where revenue and expenditure have been recognised but cash has not been received or
paid, a debtor or creditor for the relevant amount is recorded in the Balance Sheet. Where
debts may not be settled, the balance of debtors is written down and a charge made to
revenue for the income that might not be collected. For housing benefit overpayments a full
provision is made for the possible non-collection of this debt. However, it is the authority's
policy to pursue all debtors where possible, however as the amounts and timing of recovery
are not certain, they are not recognised in the Comprehensive Income and Expenditure
Statement.

c¢. Cash and Cash Equivalents
Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours. Cash equivalents are investments that mature in three months

or less from the date of acquisition and that are readily convertible to known amounts of cash with
insignificant risk of change in value.
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d. Council Tax and Business Rate Transactions

As the billing authority, Barrow Borough Council accounts for its own share of the council tax and
business rates transactions in the Balance Sheet and its share of the collection fund balance is held in
the Collection Fund Adjustment Account. The precepting authorities' share of the council tax or
business rate transactions as well as their share of the collection fund balance is accounted for as a
debtor or creditor with those bodies. The County Council and Government share of the business rate
transactions as well as their share of the council tax is accounted for as a debtor or creditor with those
bodies. The Police & Crime Commissioner for Cumbria share of the council tax is also accounted for
as a debtor or creditor.

e. Exceptional items

When items of income and expense are material, their nature and amount is disclosed separately,
either on the face of the Comprehensive Income and Expenditure Statement or in the notes to the
accounts, depending on how significant the items are to an understanding of the authority’s financial
performance.

f. Prior Period Adjustments, Changes in Accounting Policies and Estimates and Errors

Prior period adjustments may arise as a result of a change in accounting policies or to correct a
material error. Changes in accounting estimates are accounted for prospectively, that is, in the
current and future years affected by the change and do not give rise to a prior period adjustment.

Changes in accounting policies are only made when required by proper accounting practices or the
change provides more reliable or relevant information about the effect of transactions, other events
and conditions on the authority's financial position or financial performance. Where a change is
made, it is applied retrospectively {unless stated otherwise) by adjusting opening balances and
comparative amounts for the prior period as if the new policy had always been applied.

Material errors discovered in prior period figures are corrected retrospectively by amending opening
balances and comparative amounts for the prior period.

g. Charges to Revenue for Non-Current Assets

Services and support services are debited with the following amounts te record the cost of holding
fixed assets during the year:

= depreciation attributable to the assats used by the relevant service
= revaluation and impairment losses on assets used by the service where there are no
accumulated gains in the Revaluation Reserve against which the losses can be written off.

The authority is not required to raise council tax to fund depreciation, revaluation or impairment
losses. However, it is required fo make an annual contribution from revenue towards the reduction in
its overall borrowing requirement equal to an amount calculated on a prudent basis determined by the
authority in accordance with statutory guidance. Depreciation, revaluation and impairment losses are
therefore replaced by the contribution in the General Fund Balance, by way of an adjusting
transaction with the Capital Adjustment Account in the Movement in Reserves Statement for the
difference between the fwo.

h. Employee Benefits

Benefits Payable During Employment

Short-term employee benefits are those due to be settied within 12 months of the year-end. They
include such benefits as wages and salaries, paid annual leave and paid sick leave, bonuses and
non-monetary benefits (for example, cars) for current empioyees and are recognised as an expense
for services in the year in which employees render service to the authority. An accrual is made for the
cost of holiday entitlements (or any form of leave, such as time off in lieu) earned by employees but
not taken before the year-end which employees can carry forward into the next financial year. The
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accrual is made at the wage and salary rates applicable in the following accounting year, being the
period in which the employee takes the benefit. The accrual is charged to (Surplus) or Deficit on the
Provision of Services, but then reversed out through the Movement in Reserves Statement so that
holiday benefits are charged to revenue in the financial year in which the holiday absence occurs.

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the authority to terminate an
officer's employment before the normal retirement date or an officer's decision to accept voluntary
redundancy and are charged on an accruals basis to the relevant service line in the Comprehensive
Income and Expenditure Statement when the authority is demonstrably committed to the termination
of the employment of an officer or group of officers or making an offer o encourage voluntary
redundancy.

Where termination benefits involve the enhancement of pensions, statutory provisions require the
General Fund or Housing Revenue Account balance to be charged with the amount payable by the
authority to the pension fund in the year, not the amount calculated according to the relevant
accounting standards. In the Movement in Reserves Statement, appropriations are required to and
from the Pensions Reserve to remove the notional debits and credits for pension enhancement
termination benefits and replace them with debits for the cash paid to the pension fund and any such
amounts payable but unpaid at the year-end. The authority's redundancy policy was amended by
Council on the 16 March 2011 to introduce an enhanced redundancy payment, this ended on 30 June
2015. A subsequent variation was agreed by the Council with the 2016-2020 Budget Strategy, for the
Borough Kennels and Playgrounds Team fo access the enhanced scheme from the 7 September
2016 until the 30 June 2017.

Post-Employment Benefits

Employees of the authority are members of the Local Government Pension Scheme, run by Cumbria
County Council.

The scheme provided defined benefits to members (retirement lump sums and pensions), earned as
employees worked for the authority.

The Local Government Pension Scheme

The Local Government Scheme is accounted for as a defined benefits scheme:

s The liabilities of the Cumbria pension fund atiributable to the Authority are included in the
Balance Sheet on an actuarial basis using the projected unit method — that is an assessment
of the future payments that will be made in relation to retirement benefits earned to date by
employees, based on assumptions about mortality rates, employee turnover rates and other
factors, and projections of projected earnings for current employees.

+ Liabilities are discounted to their value at current prices, using the applicable discount rate
based on the indicative rate of return on AA rated corporate bonds.

e The assets of the Cumbria pension fund attributable to the Authority are included in the
Balance Sheet at their fair value:

o quoted securities — current bid price
o ungquoted securities — professional estimate
o unitised securities — current bid price
o property — market value.
+ The change in the net pensions liability is analysed into the following components:
o Service cost comprising:
* current service cost — the increase In liabilities as a result of years of service
earned this year — allocated in the Comprehensive Income and Expenditure
Statement to the services for which the employees worked
» past service cost — the increase in liabilites as a result of a scheme
amendment or curtaitment whose effect relates to years of service earned in
earlier years — debited to the Surplus or Deficit on the Provision of Services in
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the Comprehensive Income and Expenditure Statement as part of Non:
Distributed Costs
* net interest on the net defined benefit liability (asset), that is, net interest
expense for the authority — the change during the period in the net defined
benefit liability (asset) that arises from the passage of time charged to the
Financing and Investment Income and Expenditure line of the
Comprehensive Income and Expenditure Statement — this is calculated by
applying the discount rate used to measure the defined benefit obligation at
the beginning of the period to the net defined benefit liability (assef) at the
beginning of the pericd — taking into account any changes in the net defined
benefit liability (asset) during the period as a result of contribution and benefit
payments.
o Re-measurements comprising:
= the return on plan assets — excluding amounts included in net interest on the
net defined benefit liability {asset) — charged to the Pensions Reserve as
Other Comprehensive Income and Expenditure
» actuarial gains and losses — changes in the net pensions liability that arise
because events have not coincided with assumptions made at the last
actuarial valuation or because the actuaries have updated their assumptions
- charged to the Pensions Reserve as Other Comprehensive Income and
Expenditure
o contributions paid to the Cumbria pension fund — cash paid as employers
contributions to the pension fund in settlement of liabilities: not accounted for as an
expense, :

In relation to retirement benefits, statutory provisions require the General Fund and Housing Revenue
Account Balance to be charged with the amount payable by the Authcerity to the pension fund or
directly to pensioners in the year, not the amount calculated according to the relevant accounting
standards. In the Movement in Reserves Statement, this means that there are transfers to and from
the Pensions Reserve to remove the notional debits and credits for retirement benefits and replace
them with debits for the cash paid to the pension fund and pensioners and any such amounts payable
but unpaid at the year-end. The negative balance that arises on the Pensions Reserve thereby
measures the beneficial impact to the General Fund of being required to account for retirement
benefits on the basis of cash flows rather than as benefits are earned by employees.

Discretionary Benefits

The authority also has restricted powers to make discretionary awards of retirement benefits in the
event of early retirements. Any liabilities estimated to arise as a result of an award to any member of
staff are accrued in the year of the decision to make the award and accounted for using the same
policies as are applied {o the Local Government Pension Scheme.

i. Events after the Balance Sheet Date

Events after the Balance Sheet date are those events, both favourable and unfavourable, that occur
between the end of the reporting period and the date when the Statement of Accounts is authorised
for issue. Two types of events can be identified those that provide evidence of conditions that existed
at the end of the reporting period — the Statement of Accounts is adjusted fo reflect such events; and,
those that are indicative of conditions that arose after the reporting period — the Statement of
Accounts is not adjusted to reflect such events, but where a category of events would have a material
effect, disclosure is made in the notes of the nature of the events and their estimated financial effect.

Events taking place after the date of authorisation for issue are not refiected in the Statement of
Accounts,
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j- Financial Instruments

Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the authority becomes a party to the
contractual provisions of a financial instrument and are initially measured at fair value and are carried
at their amortised cost. Annual charges fo the Financing and Investment Income and Expenditure line
in the Comprehensive Income and Expenditure Statement for interest payable are based on the
carrying amount of the liability, multiplied by the effective rate of interest for the instrument. The
effective interest rate is the rate that exactly discounts estimated future cash payments over the life of
the instrument to the amount at which it was originally recognised.

For most of the borrowings that the authority has, this means that the amount presented in the
Balance Sheet is the outstanding principal repayable {plus accrued interest); and interest charged to
the Comprehensive Income and Expenditure Statement is the amount payable for the year according
to the loan agreement.

Gains and losses on the repurchase or early settlement of borrowing are credited and debited to the
Financing and Investment Income and Expenditure lne in the Comprehensive Income and
Expenditure Statement in the year of repurchase/settlement. However, where repurchase has aken
place as part of a resfructuring of the loan portfolio that involves the modification or exchange of
existing instruments, the premium or discount is respectively deducted from or added to the amortised
cost of the new or madified [oan and the write-down {o the Comprehensive Income and Expenditure
Statement is spread over the life of the loan by an adjustment to the effective interest rate.

Where premiums and discounts have been charged to the Comprehensive Income and Expenditure
Statement, regulations allow the impact on the General Fund Balance to be spread over future years,
The authority has a policy of spreading the gain or loss over the term that was remaining on the loan
against which the premium was payable or discount receivable when it was repaid, where it is
material. The reconciliation of amounts charged to the Comprehensive Income and Expenditure
Statement to the net charge required against the General Fund Balance is managed by a transfer to
or from the Financial Instruments Adjustment Account in the Movement in Reserves Statement.

Where premiums and discounts have been charged to the Housing Revenue Account, regulations
state that the impact on the Housing Revenue Account Balance must be spread over the term that
was remaining on the loan against which the premium was payable or discount receivable when it
was repaid, restricted to a term of 10 years.

Financial Assets - Loans and Receivables

Loans and receivables are assets that have fixed or determinable payments but are not quoted in an
active market. These are recognised on the Balance Sheet when the authority becomes a party to
the contractual provisions of a financial instrument and are initially measured at fair value. They are
subsequently measured at their amortised cost. Annual credits to the Financing and Investment
Income and Expenditure line in the Comprehensive Income and Expenditure Statement for interest
receivable are based on the carrying amount of the asset multiptied by the effective rate of interest for
the instrument. For most of the loans that the authority has made, this means that the amount
presented in the Balance Sheet is the outstanding principal receivable (plus accrued interast) and
interest credited to the Comprehensive Income and Expenditure Statement is the amount receivable
for the year in the loan agreement.

However, the authority has made an interest free loan using Cluster of Empty Homes funding fo a
private landlord at less than market rate (soft loan). When soft loans are made, a loss is recorded in
the Comprehensive Income and Expenditure Statement (debited to the appropriate service) for the
present value of the interest that will be foregone aver the life of the instrument, resulting in a lower
amortised cost than the outstanding principal. Inferest is credited to the Financing and Investment
Income and Expenditure line in the Comprehensive Income and Expenditure Statement at a higher
effective rate of interest than the rate receivable from the private landlord, with the difference serving
to increase the amortised cost of the loan in the Balance Sheet. Statutory provisions require that the
impact of soft loans on the General Fund Balance is the interest receivable for the financial year — the

Page 5



Barrow Borough Council — Accounting Policies 2016-2017

reconciliation of amounts debited and credited to the Comprehensive income and Expenditure
Statement fo the net gain required against the General Fund Balance is managed by a transfer to or
from the Financial Instruments Adjustment Account in the Movement in Reserves Statement. Upon
repayment, the Cluster of Empty Homes funding is recognised as a capital receipt.

Where assets are identified as impaired because of a likelihood arising from a past event and the
payments due under the contract will not be made, the asset is written down and a charge made to
the relevant service (for receivables specific to that service) or the Financing and Investment Income
and Expenditure line in the Comprehensive Income and Expenditure Statement. The impairment loss
is measured as the difference between the carrying amount and the present value of the revised
future cash flows discounted at the asset’s original effective interest rate.

Any gains and losses that arise on the de-recognition of an asset are credited or debited to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement.

Loans and receivables also include assets traded in an active market, such as stocks, shares and
gilts. In line with the Treasury Strategy the authority does not currently frade in this type of asset.

k. Foreign Currency Translation

Where the authority has entered into a fransaction denominated in a foreign currency, the transaction
is converted into sterling at the exchange rate applicable on the date the transaction was effective.
Where amounts in foreign currency are outstanding at the year-end, they are reconverted at the spot
exchange rate at 31 March. Resulting gains or losses are recognised in the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement.

. Government Grants and Contributions

Whether paid on account, by instaiments or in arrears, government grants and third party
contributions and donations are recognised as due to the authority when there is reasonable
assurance that:

« the authority will comply with the conditions attached to the payments, and
* the grants or coniributions will be received.

Amounts recognised as due to the authority are not credited to the Comprehensive Income and
Expenditure Statement until conditions attached to the grant or contribution has been satisfied.
Conditions are stipulations that specify that the future economic benefits or service potential
embodied in the asset acquired using the grant or confribution are required to be consumed by the
recipient as specified, or future economic benefits or service potential must be returned to the
fransferor.

Monies advanced as grants and contributions for which conditions have not been satisfied are carried
in the Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited
to the relevant service line (attributable revenue grants and contributions) or Taxation and Non-
Specific Grant Income (non-ring fenced revenue grants and alf capital grants) in the Comprehensive
Income and Expenditure Statement.

Where capital grants are credited to the Comprehensive Income and Expenditure Statement, they are
reversed out of the General Fund Balance in the Movement in Reserves Statement. Where the grant
has yet to be used to finance capital expenditure, it is posted to the Capital Grants Unapplied
Account. Where it has been applied, it is posted to the Capital Adjustment Account. Amounts in the
Capital Grants Unapplied Account are transferred to the Capital Adjustment Account once they have
been applied to fund capital expenditure.

Page 6



Barrow Borough Council — Accounting Policies 2016-2017

m. Efficiency Support Grant

Efficiency Support Grant is a revenue grant paid by Central Government between 2013/14 and
2015/16. It was paid to authorities who would otherwise see a reduction in ‘Revenue Spending
Power’ of more than 8.8% in 2013/14 and 6.9% in 2014/15 and 6.4% in 2015/16. The grant is the
amount needed to ensure that no authority experiences a Revenue Spending Power reduction of
more than the cap. The definition of ‘Revenue Spending Power used to calculate eligibility for the
grant is the aggregate of Council Tax, Formula Grant and other Specific Grants. The grant is non-ring
fenced and is credited to the Taxation and Non-Specific Grant Income in the Comprehensive Income
and Expenditure Statement.

n. Inventories and Long Term Contracts

Inventories are inciuded in the Balance Sheet at the lower of cost and net realisable value. The
authority’s inventories are stocks purchased for internal issue and for sale as merchandise.

Long term contracts are accounted for on the basis of charging the (Surplus) or Deficit on the
Provision of Services with the value of works and services received under the contract during the
financial year.

0. Leases
Leases are classified as finance leases where the terms of the lease transfer substantially all the risks
and rewards incidental to ownership of the property, plant or equipment from the lessor to the lessee.

All other leases are classified as operating leases.

Where a lease covers both land and buildings, the land and buildings elements are considered
separately for classification.

Arrangements that do not have the legal status of a lease bui convey a right to use an asset in return
for payment are accounted for under this policy where fulflment of the arrangement is dependent on
the use of specific assets.

The Authority as Lessee

Operating Leases

Rentals paid under operating leases are charged to the Comprehensive Income and Expenditure
Sfatement as an expense of the services benefitting from use of the leased property, plant or
equipment. Charges are made on a straight-line basis over the life of the lease, even if this does not
match the pattern of payments (for example, there is a rent-free period at the commencement of the
lease).

Vehicles and equipment that are contained within a contractual arrangement are deemed to be an
operating lease where the Council does not significantly control the physical assets and where the
term of the contract is less than the expected useful life of the assets.

The Authority as Lessor
Operating Leases

Where the authority grants an operating lease over a property, the asset is retained in the Balance
Sheet. Rental income is credited to the Other Operating Expenditure line in the Comprehensive
Income and Expenditure Statement. Credits are made on a straight-line basis over the life of the
lease, even if this does not match the pattern of payments {for example, there is a premium paid at
the commencement of the lease).

All operating leases, including peppercorn leases, are recognised by the authority for disclosure
purposes, building leases not less than 10 years and iand leases not less than 50 years are assessed
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for evidence of a finance lease. Vehicle and equipment operating leases are deemed to be
immaterial.

p. Overheads and Support Services

The costs of overheads and support services are charged to those that benefit from the supply or
service in accordance with the costing principles of the CIPFA Service Reporting Code of Practice
2016/17. The total absorption costing principle is used — the full cost of overheads and support
services are shared between users in proportion to the benefits received, with the exception of:

» Corporate and Democratic Care — costs relating to the authority's status as a muitifunctional,
democratic organisation.

» Non Distributed Costs — the cost of discretionary benefits awarded to employees retiring
early.

These two cost categories are defined in the Service Reporting Code of Practice and were previously
accounted for as separate headings in the Comprehensive Income and Expenditure Statement; these
now form part of the Corporate and Democratic Services heading which remains part of Net
Expenditure on Continuing Services.

g. Property, Plant and Equipment

Assets that have physical substance and. are held for use in the production or supply of goods or
servicas, for rental to others, or for administrative purposes and that are expected to be used during
more than one financial year are classified as Property, Plant and Equipment.

The Councit holds a number of assets acquired fo enhance the built environment, support the local
economy and provide the type of property needed for business development in the Borough.
Collectively, these are regeneration assets and they continue to be held by the authority for the same
purpose as at acquisition. Regeneration assets are recognised as Other Land and Buildings within the
Balance Sheet. The rental stream from these assets is credited to the Comprehensive Income and
Expenditure Statement. Disposal proceeds from appropriate regeneration assets are subject to
Government funding claw back consideration.

Recognition

Expenditure on the acquisition, creafion or enhancement of Property, Plant and Equipment is
capitalised on an accruals basis, provided that it is probable that the future economic benefits or
service potential associated with the itern will flow to the authority and the cost of the item can be
measured refiably. Expenditure that maintains but does not add to an assef's potential to deliver
future economic benefits or service petential {repairs and maintenance) is charged as an expense
when it is incurred. Acquisitions under £10,000 are deminimus and are not considered to create an
asset.

Measurement
Assets are initially measured at cost, comprising:

* the purchase price

= any costs attributable to bringing the asset to the location and condition necessary for it to be
capable of operating in the manner intended by management

= the initial estimate of the costs of dismantling and removing the item and restoring the site on
which it is located.

The authority does not capitalise borrowing costs.
The cost of assets acquired other than by purchase is deemed to be its current value, unless the
acquisition does not have commercial substance (which will not lead to a variation in the cash flows of

the authority). In the latter case, where an asset is acquired via an exchange, the cost of the
acquisition is the carrying amount of the asset given up by the authority.
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Assets are then carried in the Balance Sheet using the following measurement bases:

= infrastructure, community assets and assets under construction — depreciated historical cost

= dwellings — current value, determined using the basis of existing use value for soctal housing
{EUV-SH)

*  surplus assets — the current value measurement base is fair value, estimated at highest and
best use

v all other assets — current value — market value in existing use (MV-EUV) or where the asset is
of a specialist nature and has no active market, depreciated replacement cost (DRC) is used
as an estimate of fair value

Where non-property assets that have short useful lives or low value (or both), depreciated historical
cost basis is used as a proxy for current value.

Assets included in the Balance Sheet af current value are revalued sufficiently regularly to ensure that
their carrying amount is not materially different from their current value at the year-end, but as a
minimum every five years. Increases in valuations are matched by credits to the Revaluation Reserve
to recognise unrealised gains. Exceptionally, gains might be credited to the Comprehensive Income
and Expenditure Statement where they arise from the reversal of a loss previously charged to a
service.

Where decreases in value are identified, they are accounted for by:

= where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the
carrying amount of the asset is written down against that balance (up to the amount of the
accumulated gains)

= where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying
amount of the asset is written down against the relevant service line in the Comprehensive
Income and Expenditure Statement.

The Revaluation Reserve contains revaluation gains recognised since 1 April 2007 only, the date of
its formal implementation. Gains arising before that date have been consolidated into the Capital
Adjustment Account.

Where an item of Property, Plant and Equipment with a value over £150,000 has major.components
whose cost is not less than 20% of the total cost of the asset, the components are treated as separate
assets. For existing assets the componenis are recognised on replacement until a revaluation is
performed.

Fair value measurement

The authority measures some of its non-financial assets, such as surplus assets and some of its
financial instruments, at fair value at each reporting date, Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement assumes that the transaction to
sell the asset or transfer the liability takes place either in the principal market or, in the absence of the
principal market, in the most advantageous market for the asset or [iability.

The authority measures the fair value of an asset or liability on the same basis that market
participants would use when pricing the asset or liability; assuming those market participants were
acting in their economic best interest.

When measuring the fair value of a non-financial asset, the authority takes into account a market
participant's ability to generate economic benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset in its highest and best use.

The authority uses appropriate valuation techniques for each circumstance, maximising the use of

relevant observable inputs and minimising the use of unaobservable inputs. This takes into account
the three levels of categories for inputs to valuations for fair value assets at:
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» level 1- quoted prices {unadjusted) in active markets for identical assets or liabilities that the
authority can access at the measurement date.

s Level 2 - inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly.

o level 3 - unobservable inputs for the asset or liability,

Impairment

Assets are assessed at each year-end as to whether there is any indication that an asset may be
impaired. Where indications exist and any possible differences are estimated o be material, the
recoverable amount of the asset is estimated and, where this is less than the carrying amount of the
asset, an impairment loss is recognised for the shortfall.

Where impairment [osses are identified, they are accounted for by.

» where there is a balance of revaluation gains for the assef in the Revaluation Reserve, the
carrying amount of the asset is written down against that halance (up to the amount of the
accumulated gains)

= where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying
amount of the asset is written down against the relevant service line in the Comprehensive
Income and Expenditure Statement.

Where an impairment loss is reversed subsequently, the reversal is credited to the relevant service
line in the Comprehensive Income and Expenditure Statement, up to the amount of the original loss,
adjusted for depreciation that would have been charged if the loss had not been recognised.

Depreciation

Depreciation is provided for on all Property, Plant and Equipment assets by the systematic allocation
of their depreciable amounts over their useful lives. An exception is made for assets without a
determinable finite useful life (such as freehold land and certain Community Assets) and assets that
are not yet available for use (assets under construction).

Depreciation is calculated on the following bases:

= dwellings and other buildings — straight-line allocation over the useful life of the property as
-estimated by the valuer
= plant and equipment — straight-line allocation over the useful life of each class of assets in the
Balance Sheet, as advised by a suitably qualified officer
» infrastructure — straight-line allocation over the useful life of the asset.

Where an item of Property, Plant and Equipment with a value over £150,000 has major components
whose cost is not less than 20% of the total cost of the asset, the components are depreciated
separately. For existing assets the compenents are recognised on replacement until a revaluation is
performed.

Revaluation gains are also depreciated, with an amount equal to the difference between current value
depreciation charged on assets and the depreciation that would have been chargeable based on their
historical cost being transferred each year from the Revaluation Reserve to the Capital Adjustment
Account.

Disposals and Non-current Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be recovered principally through
a sale transaction rather than through its continuing use, it is reclassified as an Asset Held for Sale.
The asset is revalued immediately before reclassification and then carried at the lower of this amount
and fair value less the costs of sale. Where there is a subsequent decrease to fair value the [oss is
posted to the Other Operating Expenditure line in the Comprehensive Income and Expenditure
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Statement, Gains in fair value are recognised only up to the amount of any previously recognised
losses in the (Surplus) or Deficit on Provision of Services. Depreciation is not charged on Assets
Held for Sale.

If assets no longer meet the criteria to be classified as Assets Held for Sale, they are reclassified back
to non-current assets and valued at the lower of their carrying amount before they were classified as
held for sale; adjusted for depreciation, amortisation or revaluations that would have been recognised
had they not been classified as Held for Sale, and their recoverable amount at the date of the decision
not to sell.

Council dwellings are available for sale to sitting tenants under the provisions of the Right to Buy
legislation. The authority does not classify these as held for sale unless there is a formal exchange
date available at the year end.

Assets that are to be abandoned or scrapped are not reclassified as Assets Held for Sale.

When an asset is disposed of, decommissioned or derecognised, the carrying amount of the asset in
the Balance Sheet (whether Property, Plant and Equipment or Assets Held for Sale) is written off to
the Other Operating Expenditure fine in the Comprehensive Income and Expenditure Statement as
part of the gain or loss on disposal. Receipts from disposals (if any) are credited to the same line in
the Comprehensive Income and Expenditure Statement also as part of the gain or loss on disposal
(that is netted off against the carrying value of the asset at the time of disposal). Any revaluation
gains accumulated for the asset in the Revaluation Reserve are transferred to the Capital Adjustment
Account.

Amounts received for a disposal in excess of £10,000 are categorised as capital receipts. A
proportion of receipts relating to housing disposals (75% for dwellings, 50% for land and other assets,
net of statutory deductions and allowances) is payable to the Government. The balance of receipts is
required to be credited to the Capital Receipts Reserve, and can then only be used for new capital
investment or set aside to reduce the authority's underlying need to borrow (the capital financing
requirement). Receipts are appropriated to the Reserve from the General Fund Balance in the
Movement in Reserves Statement.

The written-off value of disposals is not a charge against council tax, as the cost of fixed assets is fully
provided for under separate arrangements for capital financing. Amounts are appropriated to the
Capital Adjustment Account from the General Fund Balance in the Movement in Reserves Statement.

r. Provisions, Contingent Liabilities and Contingent Assets
Provisions

Provisions are made where an event has taken place that gives the authority a legal or constructive
obligation that probably requires seftlement by a transfer of economic benefits or service potential,
and a reliable estimate can be made of the amount of the obligation.

Provisions are charged as an expense to the appropriate service line in the Comprehensive Income
and Expenditure Statement in the year that the authority becomes aware of the obligation, and are
measured at the best estimate at the balance sheet date of the expenditure required to settle the
obligation, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Balance Sheet.
Estimated settlements are reviewed at the end of each financial year — where it becomes less than
probable that a transfer of economic benefits will now be required (or a lower settlement than
anticipated is made), the provision is reversed and credited back to the relevant service.

Where some or all of the payment required to settle a provision is expected to be recovered from

another party, this is only recognised as income for the relevant service if it is virtually certain that
reimbursement will be received if the authority settles the obligation.
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Barrow Borough Council — Accounting Policies 2016-2017

Contingent Liabilities

A contingent liability arises where an event has taken place that gives the authority a possible
obligation whose existence will only be confirmed by the occurrence or otherwise of uncertain future
events not wholly within the control of the authority. Contingent liabilities also arise in circumstances
where a provision would otherwise be made but either it is not probable that an outflow of resources
will be required or the amount of the obligation cannot be measured reliably. Contingent liabilities are
not recognised in the Balance Sheet but disclosed in a note to the accounts.

Contingent Assets

A contingent asset arises where an event has taken place that gives the authority a possible asset
whose existence will only be confirmed by the occurrence or otherwise of uncertain future events not
wholly within the control of the authority. Contingent assets are not recognised in the Balance Sheet
but disclosed in a note to the accounts where it is probable that there will be an inflow of economic
benefits or service potential.

s. Reserves

The authority sets aside specific amounts as reserves for future policy purposes or to cover
contingencies. Reserves are created by appropriating amounts out of the General Fund Balance in
the Movement in Reserves Statement. When expenditure to be financed from a reserve is incurred, it
is charged to the appropriate service in that year to score against the (Surplus) or Deficit on the
Provision of Services in the Comprehensive Income and Expenditure Statement. The reserve is then
appropriated back into the General Fund Balance in the Movement in Reserves Statement so that
there is no net charge against council tax for the expenditure.

Certain reserves are kept to manage the accounting processes for non-current assets, financial
instruments, pensions and employee benefits and do not represent usable resources for the authority
~ these reserves are explained in the relevant policies.

t.  Revenue Expenditure Funded from Capital under Statute

Expenditure incurred during the year that may be capitalised under statutory provisions but that does
not result in the creation of a non-current asset has been charged as expenditure to the relevant
service in the Comprehensive income and Expenditure Statement in the year. Where the authority
has determined to meet the cost of this expenditure from existing capital resources or by borrowing, a
transfer in the Movement in Reserves Statement from the General Fund Balance to the Capital
Adjustment Account then reverses out the amounts charged so that there is no impact on the level of
council tax.

u. VAT

VAT payable is included as an expense only fo the extent that it is not recoverable from Her Majesty’s
Revenue and Customs. VAT receivable is excluded from income.
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 23rd March, 2017 Item

Reporting Officer: Director of Resources 15

Title:  Audit Committee Assurance

Summary and Conclusions:

The External Auditor has requested the Chairman of the Audit Commitiee to
explain how the Audit Committee gains assurance from management. This
report provides the response for Members to endorse.

Recommendations:

To receive and agree the Chairman’s response.

Report

The Externa! Auditor has requested that the Chairman of the Audit Committee
explain how assurance from management is obtained, this request is attached as
Appendix 14.

The Chairman's response is attached as Appendix 15 and Members are
recommended to receive and agree the Chairman’s response. The response will
be reconsidered by the Chairman at the beginning of April to ensure that the full
financial year is reflected. Any material changes to the response outlined will be
reported to the next Audit Committee.

Background Papers

Nil

29




APPENDIX No, /4
Grant Thornton

Councillor Anne Burns

Chair of Audit Committee
Duke Street,
Grant Thornton UK LLP
BarrowfImFurness, 4 Hardman Square
Cumbria, LAT4 21D Spinningfialds
Manchester M3 368
T +44 (0)161 953 5500
17 February 2017 _ F +44 (0)361 953 6901

wrw grant-thornion.co,uk
Dear Councillor Burns,

Bartow Borough Council: Financial Statements for the Year End 31 March 2017 -
Undetstanding how the Audit Committee gains assurance from management

To comply with International Auditing Standards, we need to establish an understanding of
how the Audit Committee gains assurance over management processes and arrangements.

Twould be grateful, therefore, if you could write to me in yout role as Chait of the Audit
Committee with your responses to the following questions.

1 How does the Audit Committee oversee management's processes in relation to:

— catrying out an assessment of the tisk the financial statements may be matetially
misstated due to fraud or error

— identifying and tesponding to the risk of breaches in internal control

— identifying and responding to tisks of fraud in the otganisation (including any specific
risks of fraud which management have identified ot that have been brought to its
attention, or classes of transactions, account balances, or disclosure for which a risk of !
fraud is likely to exist)

— communicating to employees its views on appropriate business ptacu'ce and ethical
behavior (for example by updating, communicating and momtormg against the relevant
codes of conduct)?

2 How will the Audit Committee satisfy itself that it is approptiate to adopt the going
concern basis in prepating the financial statements?

3 Do you have knowledge of any actual, suspected or alleged frauds? If so, please provide
details.

4 Are you aware of any aspects of the Council's system of internal control where you believe
that appropriate internal controls are not in place or have not been operating effectvely?

5 How does the Audit Comumnittee gain assurance that all relevant laws and tegulations have
been complied with?

6 Ate you awate of any actual or potential litigation ot claims that would affect the financial
statements?

7 Have you received ot ate you awate of any complaints received from whistleblowers?

Chartered Accountants i
Member frm wilhin Grant Themion Inlamational Lig :

Granl Thoiaken UK LEP fs alimited Rabifty parinarship reglslered in England and Weles: No.OC07742. Reglstered cffico: Granl Themn'on Hottss, Malien Stresl, Euston Square, London NW1 2EP
Adlist of members s available fom our registaced offica. ) )

Grani Thoralan UK LEF is authorised and reéldaled by the Financlal Services Autherily for invectmenl busihness.



8 Are you aware of any related patty transactions that could give risk to the risk of fraud?

9 Have there been any tepotts from othet regulatory bodies, such as HMRC, which indicate
non-compliance?

To assist you with prepating this response I have provided an electronic template which you
can use to help ptepate your response. I have arranged with the Ditectot of Resources that
your draft tesponse can be included on the agenda for the meeting of the Audit Committee
to be held on 23 March 2017. This will provide an oppottunity for the members of the
Cornmittee to consider the Committee’s response. I request that you provide a signed
response after 31 March 2017 to ensure that you are in a position to consider citcumstances
occutring in the period up to and including the Council's financial year-end.

Youts sincerely

/{/f)’%ﬁm'

Neil Krajewski

Engagement Manager
For Grant Thotaton UK LLP

T 0161 234 6371
F 0161 953 6901
E Neil P.Krajewski@uk.gt.com



Barrow Borough Council — 2016/17 Response from Accounts and Audit
Committee Chair

Fraud risk assessment

Auditor Question Response

Has the Authority assessed the risk of material
misstatement in the financial statements due to fraud?

What are the results of this process?

What processes does the Authority have in place to
identify and respond to risks of fraud?

What arrangements has the Authority put in place to
assure itself that it is appropriate to adopt the going
concern basis to prepare the Authority's financial
statements

Have any specific fraud risks, or areas with a high risk of
fraud, been identified and what has been done to
mitigate these risks?

Are internal controls, including segregation of duties, in
place and operating effectively?

If not, where are the risk areas and what mitigating
actions have been taken?

Are there any areas where there is a potential for
override of controls or inappropriate influence over the
financial reporting process {for example because of
undue pressure to achieve financial targets)?

Are there any areas where there is a potential for
misreporting?

How does the Authority exercise oversight over
management's processes for identifying and responding
to risks of fraud?

What arrangements are in place to report fraud issues
and risks to the Authority?

How does the Authority communicate and encourage
ethical behaviour of its staff and contractors?

How do you encourage staff to report their concerns
about fraud? Have any significant issues been reported?

Are you aware of any related party relationships or
transactions that could give rise 1o risks of fraud?

Are you aware of any instances of actual, suspected or
alleged, fraud, either within the Council as a whole or
within specific departments since 1 April 20167




Laws and regulations

Auditor Question

Response

What arrangements does the Authority have in place to
prevent and detect non-compliance with laws and
regulations?

How does management gain assurance that all relevant
laws and regulations have been complied with?

How is the Authority provided with assurance that all
relevant laws and regulations have been complied with?

Have there been any instances of non-compliance or
suspected non-compliance with law and regulation
since 1 April 20167

What arrangements does the Authority have in place to
identify, evaluate and account for litigation or claims?

Is there any actual or potential litigation or claims that
would affect the financial statements?

Have there been any reports from other regulatory
bodies, such as HM Revenues and Customs, which
indicate non-compliance?




g
North West
Hdemiver Devalopment Charter Authority
o . 1
Neil K!'ajeWSkl www.barrowbc,gov.uk
Engagement Manager
fi]'_?nthhomton UKLLP . Barrow Borough Councll
ardma
Spinnin ﬁglgguare Resources Directorate
p g TOWN HALL - DUKE STREET
Manchester M3 3EB BARROW-IN-EURNESS - CUMBRIA LA14 2LD
L A Tel: (01229) 876543
DX 63917 BARROW-IN-FURNESS
Email: customerservices@barrowhc.gov.uk
www.barrowbc.gov.uk
Our Ref: SMR/AB Contact Name:  Susan Roberts Pate: 07/04/2017
Your Ref: =
Dear Neil

=.5Thank you for your letter of the 17th February, 2017, regaidin
_ ezresponses at Appendix 1.

the above. | have set out my

_.é-mece the meeting of the Audit Committee (there have been no ges that impact on my
rewew/the following chang 2s=haye occurred with the impact on my review shown below:
<|nsert detalls>)

-Y_ours s__lr_]cerely

"'i';_-;CouncllIor Mrs A Burns
Chalrman_of the Audit Commrt‘tee?w -

Responses fro the Cha'ifiﬁ'an of the Audit Committee

Executive Director Director of Resources
Phil Huck Susan Roberis



Appendix 1

Barrow Borough Council — 2016/17 Response from the Chairman of the Audit

Commiittee

Fraud risk assessment

Auditor Question

Response

Has the Authority assessed the risk of material
misstatement in the financial statements due to fraud?

Yes, the Accountancy Services Manager is
responsible for compiling the financial
statements based on the work performed
by the Finance Department. Thereis a
secondary check performed within the
Finance Department prior to this
compilation. The financial statements are
checked again, independently, by the
Director of Resources prior to authorising
for issue,

The underlying financial systems are
checked by Internal Audit as part of the
work on internal controls and periodic
checks are performed throughout the year.

The basis of estimations and significant
judgements is disclosed in the Statement
of Accounts along with accounting policies.

What are the results of this process?

The checks of the financial statements are
evidenced on the detailed timetable held
by the Finance Department. Any
fraudulent misstatements identified would
be reported to the Director of Resources.

Any fraudulent misstatements identified by
the Internal Audit work would also be
reported to the Director of Resources.

An investigation and appropriate action
would be initiated by the Director of
Resources. If the Directer of Resources’
management override were suspected, the
matter would be referred to the Executive
Director.




Auditor Question

Response

What processes does the Authority have in place to
identify and respond to risks of fraud?

The Council has a comprehensive Anti-
Fraud, Theft, Bribery and Corruption
Strategy and Response Plan, and a
Whistleblowing Policy.

The Internal Audit annual plan is risk-based
and is intended to cover all significant risk
areas.

The Fraud Hotline provides an independent
route for any concerns to be raised
confidentially.

There is a Code of Conduct for Members of
the Council and separately for Officers.

The Council has a Money Laundering Policy
and controls its treasury activities through
its Treasury Management Practices.

The Finance Department control changes
to supplier details and also authenticate
any subsequent updates.

Segregation of duties and management
authorisations operate in the areas of the
Council involving financial controls, such as
ordering goods or services, payment of
invoices or expenses, cash and banking
reconciliations.

What arrangements has the Authority put in place to
assure itself that it is appropriate 1o adopt the going
concern basis to prepare the Authority's financial
statements?

Management Board perform an annual
review of financial, forward planning,
legislative and political aspects of the
Council and its environment to judge the
going concern basis, This is reported for
the Audit Committee to consider and agree
with.




Auditor Question

Response

Have any specific fraud risks, or areas with a high risk of
fraud, been identified and what has been done to
mitigate these risks?

No new fraud risks have hecome apparent.
All financial transactions carry a degree of
risk and that was assessed as part of the
internal control framework when systems
and processes were designed. Any
changes or adaptions to the existing
systems and processes are thoroughly
assessed before being implemented.

The areas within the Council that operate
with cash are always deemed as high risk
for potential fraud. There are specific
controls designed to mitigate and detect
any fraudulent activity.

Treasury management involves high value
transactions and again specific controls are
in place internally as well as externally —
the brokers and counterparties all have
fraud risk mitigation and detection buiit
into their dealings process.

Are internal controls, including segregation of duties, in
place and operating effectively?

Yes, the Council’s internal controls are
reviewed and tested by Internal Audit and
through management review. Managers
are sometimes part of an internal control
process, but where this is not the case it is
expected that checks are made to ensure
the continued observance of the controls is
occurring.

Duties are segregated where necessary
and dual authorisation applies to all
financial transactions.

The main source of assurance will always
be Internal Audit.

If not, where are the risk areas and what mitigating
actions have been taken?

This is covered in the previous response.




Auditor Question

Response

Are there any areas where there is a potential for
override of controls or inappropriate influence over the
financial reporting process (for example because of
undue pressure to achieve financial targets)?

There are no areas where financial targets
apply and there is no benefit in
inappropriately influencing the financial
reporting process.

The quarterly reporting follows a similar
process to the financial statements; the
Finance Department create all the
transactions for services, the Accountancy
Services Manager compiles the budgetary
movements and reserves, the Director of
Resources prepares the overall monitoring
report.

Access to posting entries into the General
Ledger is restricted to three senior officers.
Access to update the sub-ledgers is
restricted to the Finance Department
where internal controls exist for each
process and segregation of duties is
observed.

Are there any areas where there is a potential for
misreporting?

There are no areas where there is a
potential for misreporting as the financial
information is sourced from the General
Ledger which is within a controlled
environment as already explained in the
previous response.

How does the Autharity exercise oversight over
management's processes for identifying and responding
to risks of fraud?

The Audit Committee receives reports from
Internal Audit, the Director of Resources
and the appointed external auditors. Any
issues relating to fraud would be reported
to the Audit Committee,

The Anti-Fraud Policies are approved and
adopted by Full Council through the
Executive Committee process. The Audit
Committee are made aware of the process
and any updates or revisions as the
committee charged with governance.

What arrangements are in place to report fraud issues
and risks to the Authority?

The Anti-Fraud Policies identify Internal
Audit as the preferred route to report
fraud issues and risks. However, officers
can report concerns to their managers or
Management Board if they prefer.

For Members, any potential issues are
reported to the Monitoring Officer in the
first instance.




Auditor Question

Response

How does the Authority communicate and encourage
ethical behaviour of its staff and contractors?

There is a comprehensive checklist is
completed as part of the induction process
for new staff, which includes the way the
Council operates and the policies and
conditions of service that the officers are
expected to work to.

Policies, such as the Anti-Fraud Policies are
available online to all staff with computer
access and managers are asked to provide
these in hard copy to other employees. As
and when policies change, an email is sent
to all staff to make them aware that
changes have occurred (usually with a brief
summary of the changes included) and that
a revised or updated policy has now been
published.,

How do you encourage staff to report their concerns
about fraud? Have any significant issues been reported?

The Whistleblowing Policy is promoted and
no fraud concerns have been raised during
2016-2017; 3 non-fraud concerns were
reporied.

Are you aware of any related party relationships or
transactions that could give rise to risks of fraud?

There are no related party relationships or
transactions that could give rise to risks of
fraud that | am aware of.

Are you aware of any instances of actual, suspected or
alleged, fraud, either within the Council as a whole or
within specific departments since 1 April 20167

There are no instances of actual, suspected
or alleged fraud either within the Council
as a whole or within specific departments
since 1 April 2016 that | am aware of.




Laws and reguiations

Auditor Question

Response

What arrangements does the Authority have in place to
prevent and detect non-compliance with laws and
regulations?

The Council relies on the Monitoring
Officer to prevent and detect non-
compliance with laws and regulations.

The Councii also employs a number of
professional, qualified officers in particular
fields of expertise and also obtains external
legal advice when required; generally for
clarification in specific circumstances.

The Executive Committee report template
includes consideration of the legal aspects
of any decision for Members.

How does management gain assurance that all relevant
laws and regulations have been complied with?

The Monitoring Officer has overall
responsibility for assuring management
that all relevant laws and regulations have
been complied with.

Management Board review the legal
aspects of any decision for Members at
pre-agenda meetings.

How is the Authority provided with assurance that all
relevant laws and regulations have been complied with?

The Monitoring Officer will report any
breaches in relevant laws and regulations.

Have there been any instances of non-compliance or
suspected non-compliance with law and regulation
since 1 April 20167

There have been no instances of non-
compliance or suspected non-compliance
with faw and regulation since 1 April 2016.

What arrangements does the Authority have in place to
identify, evaluate and account for litigation or claims?

Claims against the Council are raised with
Management Board and would be dealt
with either by the Council’s insurers,
retained solicitors or an alternate if specific
expertise were required.

Is there any actual or potential litigation or claims that
would affect the financial statements?

There are no actual or potential litigation
or claims that would affect the financial
statements.

Have there been any reports from other regulatory
hadies, such as HM Revenues and Customs, which
indicate non-compliance?

There have been no reports from other
regulatory bodies that indicate non-
compliance.




Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  23rd March, 2017 Item

Reporting Officer: Director of Resources 16

Title:  Audit Committee Work Plan

Summary and Conclusions:

This report sets out the Work Plan for the Audit Committee for 2017-2018.
Recommendations:

To agree the Work Plan for 2017-2018.

Report

The Audit Committee Work Plan is set out in Appendix 16 and will be the basis
for the agenda of the meetings in 2017-2018.

The items listed within the plan are not exclusive as other items can be brought
to the Audit Committee as appropriate. Any recurring items will be built into the
Work Plan.

The Work Plan is based on the Terms of Reference for the Audit Committee as
set out in the Councils’ Constitution. The reports are aligned to the relevant area,
together with the reporting officer and the reporting cycle noted in the final
columns.

Members are recommended to agree the Work Plan for 2017-2018.

Background Papers

Nil
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Audit Committee Work Plan 2017-2018
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Audit Committee Work Plan 2017-2018
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  23rd March, 2017 Item

Reporting Officer: Corporate Support Manager 17

Title:  Risk Management

Summary and Conclusions:

Provide Members with the Council's Risk Registers.
Recommendations:

To consider the report and determine whether further action is required.

Report

The latest risk register for 2016/17 is attached as Appendix 17 it continues to
focus on those business critical risks which are under the control of the Council.

The risk register will be presented to Management Board at their meeting of 20th
February and no changes were made.

Operational risks

The Operational risk register is attached as Appendix 18.

The risk register will be presented to Management Board at their meeting of 20th
February and no changes were made.

A review of both risk registers will be undertaken at the start of the next financial
year.

Background Papers

Nil.
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  23rd March, 2017 Item

Reporting Officer: Corporate Support Manager 18

Title:  Monitoring Priority 1 Recommendations

Summary and Conclusions:

Monitoring the implementation of all agreed Internal Audit, Priority 1
recommendations.

Recommendations:

To consider the report and determine whether further action is required.

Report

Internal Audit undertakes reviews of Council's systems as defined in the annual
audit plan. The audit conclusion may include priority 1 recommendations which
relate to major issues that need to be brought to the attention of senior
management. Senior managers consider the recommendations and determine
whether to accept or reject them. If the recommendation is accepted the manager
is agreeing to implement the recommendation.

To ensure all agreed Internal Audit Priority 1 recommendations are implemented in
a timely manner they are now tracked by Management.

There was one Priority 1 Recommendation from: INTERNAL AUDIT FINAL
REPORT CR 84 - BARROW CEMETERY NORTH WEST EXTENSION.

The Council should ensure that tenders received which are found to be
incomplete, are returned to the contractor and not included within the evaluation
process.

The Council’s Contract Standing Order 8 states “Only valid tenders may be
considered for the contract award; received on time and containing all relevant
information”.

Internal Audit reviewed the six tender documents received and noted that one of
the tenders did not include the Form of Tender Incorporating Collusive Tendering
Certificate.

Failure to complete, sign and return the Certificate with the Bill of Quantities
invalidated the tender. The tender was however accepted and included for
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evaluation. Should this tender have been found to be the lowest accepted, the
Council may have been subject to appeals from the unsuccessful tenderers.

Rejecting this tender would have confirmed the Council's policy to require
contractors to provide all the documentation requested and confirmed compliance
with Council Standing Orders.

The Assistant Director of Regeneration and the Built Environment has accepted
that this shouldn't have happened.

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  23rd March, 2017 Item

Reporting Officer: Corporate Support Manager 19

Title:  Code of Corporate Governance
Summary and Conclusions:

Provide Members with the Code of Corporate Governance.
Recommendations:

To endorse this Code of Corporate Governance.

Report

The Council produces a Code of Corporate Governance which is reviewed on
an annual basis. Guidance for preparing the Code is provided by the
Chartered Institute for Public Finance and Accountancy (CIPFA).

CIPFA revised the framework for good governance in the public sector based
on the International Framework, Good Governance in the Public Sector.

The framework is designed as a reference document for those who develop
governance codes for the public sector when updating and reviewing their
own codes. The framework provides a shared understanding of what
constitutes good governance in the public sector.

Although the core principles have not changed significantly following the
revision the layout has changed and sub-principles have been introduced.

The Code will be submitted to Management Board at their meeting on 27th
March, 2017.

This Committee is invited to endorse the Code (Attached at Appendix 19).

Background Papers

Nil
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Local Code of Corporate Governance 2017

Introduction

The Council produces a code of corporate governance which is reviewed on an
annual basis. Guidance for preparing the code is provided by the Chartered
Institute for Public Finance and Accountancy (CIPFA). CIPFA has developed a
framework for good governance in the public sector based on the International
Framework, Good Governance in the Public Sector. The framework comprises
of seven principles of good governance. In the framework governance is defined
as follows:

Governance comprises the arrangements puf in place to ensure that the
intended outcomes for stakeholders are defined and achieved.

The framework also states that:

To deliver good governance in the public sector, both governing bodies and
individuals working for public sector entities must try to achieve the entity’s
objectives while acting in the public interest at all times. Acting in the public
interest implies primary consideration of the benefits for society, which shouid
result in positive outcomes for service users and other stakeholders.

In local government the governing body is the full Councii. Our Local Code of
Corporate Governance is the document that sets out the framework within which
the Council conducts its business and affairs; it is based on seven principles of
good governance.

The seven principles of good governance set out in the framework are:

A. Behaving with integrity, demonstrating a strong commitment to ethical values,
and respecting the ruie of law.

B. Ensuring openness and comprehensive stakeholder engagement.

C. Defining outcomes in terms of sustainable economic, social and
environmental benefits.

D. Determining the interventions necessary to optimise the achievement of
intended outcomes.

E. Developing the entity’s capacity including the capability of its Leadership and
the individuals within it.

F. Managing risks and performance through robust internal control and strong
public financial management.

G. Implementing good practices in transparency, reporting and audit to deliver
effective accountability.
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Defining the core principles and sub principles of good
governance

Achieving the Intended Outcomes
While Acting in the Public Interest at all Times

-C. Defining outcomas
. = interms of sustainable -
| gconomic, soclal, and o)
" environmental benefits

B. Ensuring openness
-i-and comprehensive
~ stakeholder engageme

The diagram from the International Framework above illustrates how the various
principles for good governance in the public sector relate to each other.

Principles A and B permeate implementation of principles C to G. The diagram
also illustrates that good governance is dynamic, and that an entity as a whole
should be committed to improving governance on a continuing basis through a
process of evaluation and review.
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A: Behaving with integrity, demonstrating a strong commitment
to ethical values, and respecting the rule of law.

The Council is responsible for using national resources collected through taxation
to provide services for our citizens. We are accountable not only for how much
we spend but also for the way we use the resources with which we have been
entrusted. This includes accountability for outputs, both positive and negative,
and for the outcomes they have achieved. In addition, we have an overarching
responsibility to serve the public interest in adhering to the requirements of
legislation and government policies.

Ethical values and standards are defined in the Council’'s Constitution and should
form the basis for all our policies, procedures and actions as well as the
behaviour of our Members and staff.

It is essential that, as a whole, we can demonstrate the appropriateness of all our
actions across all activities and have mechanisms in place that encourage and
enforce adherence to sthical values and to respect the rule of law.

Behaving with integrity

Ensuring Members and Officers behave with integrity and lead a culture where
acting in the public interest is visibly and consistently demonstrated thereby
protecting the reputation of the Council.

We have put in place arrangements to ensure that Members and staff of the
Council behave with integrity and are not influenced by prejudice, bias or conflicts
of interest in dealing with different stakeholders. We have put in place
appropriate processes to ensure that these arrangements are workable including
declaration of interests and anti-corruption policies.

We have adopted formal codes of conduct defining standards of personal
behaviour for Members and Officers.

Ensuring Members take the lead in establishing specific values for the
organisation and its staff and that they are communicated and understood.

The Council maintains shared values including Leadership values (openness,
support and respect) both for the Council and its Officers. These are defined in
the Constitution and reflect public expectations about the conduct and behaviour
of individuals.

Ensuring Members and Officers lead by example and use the above standard
operating principles or values as a framework for decision making and other
actions.
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We use shared values as a guide for decision making and as a basis for
developing positive and trusting relationships within the Council. We demonstrate
this by adherence to the Constitution. Elected Members will identify and agree
the priorities for the Council to ensure they reflect the needs and aspirations of
citizens and businesses.

We will produce a Council Plan to communicate our priorities and values to staff,
Members and the pubilic.

Demonstrating, communicating and embedding the standard operating principles
or values through appropriate policies and processes which are reviewed on a
regular basis to ensure they operate effectively.

We ensure that systems and processes for financial administration and control
together with protection of the Council's resources and assets, comply with
ethical standards; and are subject to monitoring of their effectiveness.

Demonstrating strong commitment to ethical values

Seeking to establish, monitor and maintain the organisation’s ethical
performance. -

We maintain the Audit Committee to raise awareness and take the lead in
ensuring high standards of conduct are embedded within the Council's culture.

We have established a governance group with the remit of collecting assurance
information across all departments.

We will publish an Annual Governance Statement, signed by the Executive
Director and the Chair of the Audit Committee to confirm that we are satisfied that
we have effective governance arrangements in place.

Underpinning personal behaviour with ethical values and ensuring they permeate
all aspects of the organisation’s culture and operation.

We have adopted formal codes of conduct defining standards of personal
behaviour for Members and Officers.

We have put in place effective systems to protect the rights of staff. We ensure
that policies for whistie-blowing which are accessible to staff and those
contracting with the Council, and arrangements for the support of whistle-
blowers, are in place.
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Respecting the rule of law

Ensuring Members and staff demonstrate a strong commitment to the rule of the
taw as well as adhering to relevant laws and regulations.

Members and Officers will observe all specific legislative requirements placed
upon the Council as well as the requirements of general law, and in particular
integrate the key principles of administrative law — rationality, legality and natural
justice into the procedures and decision making.

Creating the conditions to ensure that the statutory Officers and other key post
holders are able to fulfil their responsibilities.

We will ensure that professional advice on matters that have legal or financial
implications is available and recorded well in advance of decision making where

appropriate.

Striving to use the authority's full powers for the benefit of its citizens, its
communities and other stakeholders.

Officers will actively recognise the limits of lawful activity placed on them but also
strive to utilise their powers to the full benefit of their communities.

[ Dealing with breaches of legal and regulatory provisions effectively.

We ensure that policies for whistle-blowing which are accessible to staff and
those contracting with the Council, and arrangements for the support of whistle-
blowers, are in place. The Council has effective disciplinary policies in place.

| Ensuring corruption and misuse of power are dealt with effectively.

Members and Officers will observe all specific legislative requirements placed
upon the Council as well as the requirements of general law, and in particular
integrate the key principles of administrative law — rationality, legality and natural
justice into the procedures and decision making.

The Council has effective disciplinary policies in place. Non-compliance with the
Members Code of Conduct is dealt with through Group discipline.
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B: Ensuring openness and comprehensive stakeholder
engagement

Openness

The Council operates for the public good, and ensure openness in our activities.
We strive to use clear, trusted channels of communication and consultation to
engage effectively with all groups of stakeholders, such as individual citizens
and service users, as well as institutional stakeholders.

Ensuring an open culture through demonstrating, documenting and
communicating the organisation's commitment to openness.

We ensure that the Council’'s vision, strategic plans, priorities and targets are
developed through robust mechanisms, and in consultation with the local
community and other key stakeholders, and that they are clearly articulated and
disseminated.

Making decisions that are open about actions, plans resource use, forecasts,
outputs and outcomes.

We will maintain a culture of accountability so that Members and Officers
understand to whom they are accountable and for what.

We will ensure that the Council as a whole is open and accessible to the
community, service users and staff and we are committed to openness and
transparency in all dealings. We will attempt to publish all committee agenda
items under Part One (unrestricted access) unless there is the need to preserve
confidentiality where if is proper and appropriate to do so.

Providing clear reasoning and evidence for decisions in both public records and
explanations to stakeholders and being explicit about the criteria, rationale and
considerations used. In due course, that they are clear about the impact and
consequences of those decisions.

We provide clear recommendations to the decision-making committees
supported by balanced reasoning and evidence. We will assess the financial,
health and safety, equalities and other risks relating to those decisions and
provide Members with the outputs from those assessments.

We deliver effective scrutiny of the Council's business as appropriate and
produce an annual report on the activities of scrutiny function.
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Engaging comprehensively with institutional stakeholders

Effectively engaging with stakeholders to ensure that the purpose, objectives and
intended outcomes are clear so that outcomes are achieved successfully and
sustainably.

We will strive to engage with stakeholders on an individual and collective basis to
demonstrate that we deliver services and ouicomes that meet the needs and
expectations of the public. These arrangements will recognise that different
sections of the community have different priorities and establish robust processes
for dealing with these competing demands.

Developing formal and informal partnerships to allow for resources to be used
more efficiently and outcomes achieved more effectively.

We will contribute to and support initiatives that benefit the citizens and
businesses in the Borough.

We will ensure that partnerships are based on trust, a shared commitment to
change and a culture that promotes and accepts challenge among partners.

When supporting stakeholder relationships, we will be clear about the Terms of
- Reference and clearly define our role. Our arrangements will recognise that
different sections of the community have different priorities and establish robust
processes for dealing with these competing demands.

Engaging with individual citizens and service users effectively

Establishing a clear policy on the type of issues that the organisation will
meaningfully consult with or involve individual citizens, service users and other
stakeholders to ensure that service (or other) provision is contributing towards
the achievement of intended outcomes.

We have a Customer Service Strategy which will define how we will engage with
customers and other stakeholders and involve them in improving our services.

Encourage collecting and evaluating the views and experiences of communities,
citizens, service users and organisations of different backgrounds including
reference to future needs.

We have a Customer Service Strategy which will define how we will engage with
customers and other stakeholders and involve them in improving our services.

We will carry out an annual survey of staff to understand their views on how we
deliver services.
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Implementing effective feedback mechanisms in order to demonstrate how views
have been taken into account.

We will publish an annual report giving information on the Counci's vision,
strategy, plans and financial statements as well as information about outcomes,
achievements and how they relate to stakeholders input.

Balancing feedback from more active stakeholder groups with other stakeholder
groups to ensure inclusivity.

We will assess the feedback from all groups and develop a balanced approach to
delivering improvements.

Taking account of the interests of future generations of tax payers and service
users to ensure intergenerational equity.

We will strive to engage with citizens and service users of all ages to understand
their expectation for future service delivery.

C: Defining outcomes in terms of sustainable economic, social,
and environmental benefits

The Council has prepared and published a ptan which sets out the Council's
priorities; a Medium Term Financial Plan which is a financial representation of the
Council’s Plan supporting the priorities, and a Workforce Strategy which
demonstrates how we will develop the capability and capacity to deliver the
priorities. We will review these documents on a regular basis to ensure they
refiect the vision of the Council.

Defining outcomes

Having a clear vision and agreed formal statement of the Council’s purpose and
intended outcomes containing appropriate performance indicators, which provide
the basis for the Council’s overall strategy, planning and other decisions.

We will make a clear statement of the Council’s purpose and vision and use it as
a basis for corporate and service planning.

We will identify and monitor service performance indicators which demonstrate
how the quality of service for users is to be measured. This will include a phased
introduction of an effective data collection system for all priority services.

Specifying the intended impact on, or changes for, stakeholders including
individual citizens and service users. It could be immediately or over the course
of a year or longer.
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We will make a clear statement of the Council's purpose and vision and use it as
a basis for corporate and service planning. This will include future service issues
and changes to service delivery.

Delivering defined outcomes on a sustainable basis within the resources that will
be available.

We will ensure that those making decisions are provided with financial and non-
financial information that is fit for the purpose — relevant, timely and gives clear
explanations of technical issues and their implications.

We maintain a prudential financial framework, balance commitments with
available resources: and monitor income and expenditure levels to ensure this
balance is achieved.

| [dentifying and managing risks to the achievement of outcomes.

The Council has an effective risk management system which is regularly
reviewed by Senior Managers and monitored by the Audit Committee.

Managing service user's expectations effectively with regard to determining
priorities and making the best use of the resources available.

We will clearly define the level of service that we provide in the Customer
Services Strategy.

Sustainable economic, social and environmental benefits

Considering and balancing the combined economic, social and environmental
impact of policies, plans and decisions when taking decisions about service

provision.

One of the key drivers in the Customer Service Strategy is ensuring all customers
are treated consistently and fairly.

We will assess the equalities risks relating to decisions and provide Members
with the outputs from those assessments.

Taking a longer-term view with regard to decision making, taking account of risk
and acting transparently where there are potential conflicts between the
authority’s intended outcomes and shori-term factors such as the political cycle
or financial constraints.

The Council takes longer term view and publishes these so the public are aware
of our intended outcomes. This information can be found published documents
including the Budget Strategy, the Council’s Priorities and the Council Plan.
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We publish an annual report on a timely basis to communicate the Council's
activities and achievements, its financial position and performance.

Determining the wider public interest associated with balancing conflicting
interests between achieving the various economic, social and environmental
benefits, through consultation where possible, in order to ensure appropriate
trade offs.

The Council consults the public on significant financial choices including the
Budget Strategy and the Annual Budget.

D: Determining the interventions necessary to optimise the
achievement of intended outcomes

The Council clearly defines its priorities and plans which are aimed at delivering
the outcomes that the Council intends. These will focus on delivering effective
and efficient services for the citizens. We assess the risks of not achieving those
outcomes and ensure that there are mitigating actions in place to support the
achievement of intended outcomes. The Council's financial management
arrangements ensure that there is adequate resource available o deliver those
outcomes. The Council reviews progress against delivering those outcomes
through its performance management arrangements.

Determining interventions

Ensuring decision makers receive objective and rigorous analysis of a variety of
options indicating how intended outcomes would be achieved and associated
risks. Therefore, ensuring best value is achieved however services are provided.

We make a clear statement of the Council’s purpose and vision and use it as a
basis for corporate and service planning.

We have risk management arrangements in place including mitigating actions to
support the achievement of the Council’s intended outcomes.

We ensure that budget calculations are robust and reserves are adequate.

Considering feedback from citizens and service users when making decisions
about service improvements or where services are no longer required in order to
prioritise competing demands within limited resources available including people,
skills, land and assets and bearing in mind future impacts.

We will strive to engage with citizens and service users of all ages to understand
their expectation for future service delivery.
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We ensure that there are effective arrangements in place to monitor service
delivery.

We put in place effective arrangements to deal with a failure in service delivery
and explore options for improving service delivery and outcomes for our citizens.

Planning interventions

Establishing and implementing robust planning and control cycles that cover
strategic and operational plans, priorities and targets.

We make a clear statement of the Council's purpose and vision and use it as a
basis for corporate and service planning.

We provide Senior Managers and Members with timely financial and
performance information.

We align financial and performance data to provide an overall understanding of
impacts and outcomes.

Engaging with internal and external stakeholders in determining how services
and other courses of action should be planned and delivered.

We publish financial and performance information.

We will strive to engage with citizens and service users of all ages to understand
their expectation for future service delivery.

Considering and monitoring risks facing each partner when working
collaboratively, including shared risks.

We have risk management arrangements in place including mitigating actions to
support the achievement of the Council's intended outcomes. We work with our
contractors to understand our shared risks.

Ensuring arrangements are flexible and agile so that the mechanisms for
delivering goods and services can be adapted to changing circumstances.

We have prepared contingency arrangements including a disaster recovery plan,
business continuity plan and arrangements for delivering services during adverse
weather conditions.

Establishing appropriate key performance indicators as part of the planning
process in order to identify how the performance of services and projects is to be
measured.
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We provide Senior Managers and Members with timely financial and
performance information.

We align financial and performance data to provide an overall understanding of
impacts and outcomes.

Ensuring capacity exists to generate the information required to review service
quality regularly.

Individual departments are responsible for reviewing service delivery on a regular
basis and there is a process for increasing capacity via Management Board.

Preparing budgets in accordance with objectives, strategies and the Medium
Term Financial Plan.

We ensure that budget calculations are robust and reserves are adequate.

We ensure compliance with the CIPFA codes regarding a Prudential Framework
for Capital Finance and Treasury Management.

Informing medium and long term resource planning by drawing up realistic
estimates of revenue and capital expenditure aimed at developing a sustainable
funding strategy.

We produce a Medium Term Financial Plan and a Budget Strategy which
articulates our projected expenditure.

Optimising achievement of intended outcomes

Ensuring the Medium Term Financial Strategy integrates and balances service
priorities, affordability and other resource constraints.

We produce a Medium Term Financial Plan and a Budget Strategy which
articulates our projected expenditure.

We maintain a prudential financial framework, balance commitments with
available resources; and monitor income and expenditure levels to ensure this
balance is achieved.

Ensuring the budgeting process is all-inclusive, taking into accounts the full cost
of operations over the medium and longer term.

We maintain a prudential financial framework, balance commitments with
available resources; and monitor income and expenditure levels to ensure this
balance is achieved.
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Ensuring the Medium Term Financial Strategy sets the context for ongoing
decisions on significant delivery issues or responses to changes in the external
environment that may arise during the budgetary period in order for outcomes to
be achieved while optimising resource usage.

The Medium Term Financial Strategy is developed to support the Council’'s Plan
and priorities.

Ensuring the achievement of ‘social value’ through service planning and
commissioning.

The Council strives to achieve social values by specifying its inclusion in the
contract tendering process.

E: Developing the capacity of the Council including the
capability of its Leadership and the individuals within it

The Council will develop and retain a management structure that provides
Leadership and creates the opportunity for staff to work effectively and efficiently
to achieve the Council objectives. We will provide training and support to enable
staff to develop their skills so they can achieve their full potential.

Developing the entity’s capacity

Reviewing operations, performance and use of assets on a regular basis to
ensure their continuing effectiveness.

We will review the requirements of the roles and assess the skills required by
Officers through the appraisal process and address any training gaps, to enable
roles to be carried out effectively.

We will develop skills on a continuing basis to improve performance, including
the ability to scrutinise and challenge and to recognise when outside expert
advice is needed.

We will ensure that the statutory Officers have the skills, resources and support
necessary to perform effectively in their roles and that these roles are properly
understood throughout the Council.

Improving resource use through appropriate application of techniques such as
benchmarking and other options in order to determine how resources are
allocated so that defined outcomes are achieved effectively and efficiently.
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The Council has produced a Workforce Strategy which supports fostering a
culture of continuous improvement by embedding transformation and
service redesign within the performance management framework of the Council.

Recognising the benefits of partnerships and collaborative working where added
value can be achieved.

The Council has produced a Workforce Strategy which supports fostering a
culture of continuous improvement by embedding transformation and
service redesign within the performance management framework of the Council.

Developing and maintaining an effective workforce plan to enhance the strategic
allocation of resources.

The Council has produced a Workforce Strategy which supports fostering a
culture of continuous improvement by embedding transformation and
service redesign within the performance management framework of the Council,

Developing the capability of the entity’s Leadership and other individuals

Developing protocols to ensure that elected and appointed Leaders negotiate
with each other regarding their respective roles early on in the relationship and
that a shared understanding of roles and objectives is maintained.

We have developed protocols to ensure effective communication between
Council Members and Officers in their respective roles.

Publishing a statement that specifies the types of decisions that are delegated
and those reserved for the collective decision making of the governing body.

Through the Constitution we have set out a clear statement of the respective
roles and responsibilities of the Council's Executive Committee and the Members
individually.

We have determined a scheme of delegated and reserved powers within the
Constitution and ensure that the scheme is monitored and updated when
required.

We have set out a clear statement of the respective roles and responsibilities of
the Council’s other committees and Senior Officers.
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Ensuring the Leader and the Executive Director have clearly defined and
distinctive Leadership roles within a structure whereby the Executive Director
leads in implementing strategy and managing the delivery of services and other
outputs set by Members and each provides a check and a balance for each
other's authority.

We have developed protocols to ensure that the Leader and Executive Director
negotiate their respective roles early in their relationship and that a shared
understanding of roles and objectives is maintained.

We will ensure that effective management arrangements are in place at the top of
the organisation.

The Executive Director is responsible and accountable to the Council for all
aspects of operational management.

Developing the capabilities of Members and Senior Management to achieve
effective Leadership and to enable the organisation to respond successfully
to changing legal and policy demands as well as economic, political and
environmental changes and risks by:

ensuring Members and staff have access to appropriate induction tailored to their
role and that ongoing training and development matching individual and
organisational requirements is available and encouraged;

ensuring Members and Officers have the appropriate skills, knowledge,
resources and support to fulfil their roles and responsibilities and ensuring that
they are able to update their knowledge on a pontinuing basis; and

ensuring personal, organisational and system-wide development through shared
learning, including lessons learnt from governance weaknesses both internal and
external.

We assess the skills required by Members including the understanding of
financial systems. We will agree a personal development plan to develop skills
and address any training gaps, to enable roles to be carried out effectively.

We will develop skills on a continuing basis to improve performance, including
the ability to scrutinise and challenge and to recognise when outside expert
advice is needed.

We will ensure that the statutory Officers have the skilis, resources and support

necessary to perform effectively in their roles and that these roles are properly
understood throughout the Council.
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l Ensuring that there are structures in place to encourage public participation. J

All Council meetings are open to the public and agendas are published and made
available 5 days in advance of the meeting.

We will ensure that the Council as a whole is open and accessible to the
community, service users and staff and we are committed to openness and
transparency in all dealings. We attempt to publish all committee agenda items
under Part One (unrestricted access) unless there is the need to preserve
confidentiality where it is proper and appropriate to do so.

Taking steps to consider the Leadership’s own effectiveness and ensuring
[ eaders are open to constructive feedback from peer review and inspections.

We maintain an effective Audit Committee which is independent of the executive
and scrutiny function.

in 2013 we participated in an independent Peer Review exercise and welcomed
the feedback we received.

Holding staff to account through regular performance reviews which take account
| of training or development needs.

We will review the performance and assess the skills required by Officers through
the appraisal process and address any training gaps, to enable roles to be
carried out effectively.

Ensuring arrangements are in place to maintain the health and wellbeing of the
workforce and support individuals in maintaining their own physical and mental
wellbeing. _

We have a number of health and well-being policies in place and provide a
number of support packages in place which staff can access.

F: Managing risks and performance through robust internal
control and strong public financial management

The Council recognises the need to impiement an effective performance
management system that will allow us to deliver services effectively and
efficiently. We understand that risk management, internal control and strong
financial management are essential for us to achieve our objectives and we have
put appropriate arrangements in place.

We ensure our arrangements for financial and internal control and management
of risk are formally addressed within the annual governance reports.

Page 16



Local Code of Corporate Governance 2017

Managing risk

Recognising that risk management is an integral part of all activities and must be
considered in all aspects of decision making.

We have risk management arrangements in place including mitigating actions to
support the achievement of the Council’s intended outcomes. We work with our
contractors to understand our shared risks.

We ensure that risk management is embedded into the culture of the Council,
with Members and managers at all levels recognising that risk management is
part of their job.

implementing robust and integrated risk management arrangements and
ensuring that they are working effectively.

The Council's risk register is agreed annually by the Executive Committee. The
register is reviewed on a quarterly basis by Management Board and the output is
reported to the Audit Committee.

[ Ensuring that responsibilities for managing individual risks are clearly allocated.

The responsibilities for managing risk are defined in the Council’s risk policy.

Managing performance

Monitoring service delivery effectively including planning, specification, execution
and independent post implementation review.

The Council has a performance management framework which was agreed by
the Executive Committee and performance data is reported to Management
Board and the Executive Committee on a quarterly basis.

Making decisions based on relevant, clear objective analysis and advice pointing
out the implications and risks inherent in the organisation’s financial, social and
environmental position and outlook.

We will ensure that those making decisions are provided with financial and non-
financial information that is fit for the purpose — relevant, timely and gives clear
explanations of technical issues and their implications.

The Council's performance framework defines responsibilities for strategic and
operational performance.
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Ensuring an effective scrutiny or oversight function is in place which provides
constructive challenge and debate on policies and objectives before, during and
after decisions are made thereby enhancing the organisation’s performance and
that of any organisation for which it is responsible.

We maintain an effective Audit Committee and scrutiny function which provide
constructive challenge.

Providing Members and Senior Management with regular reports on service
delivery plans and on progress towards outcome achievement.

The Council has a performance management framework which was agreed by
the Executive Committee and performance data is reported to Management
Board and the Executive Committee on a quarterly basis.

Ensuring there is consistency between specification stages (such as budgets)
and post implementation reporting (e.g. financial statements).

We will ensure effective internal control arrangements exist for sound financial
management systems and processes.

Robust internal control

Aligning the risk management strategy and policies on internal control with
achieving objectives.

We will ensure that those making decisions are provided with financial and non-
financial information that is fit for the purpose — relevant, timely and gives clear
explanations of technical issues and their implications.

We ensure that risk management is embedded into the culture of the Councill,
with Members and managers at all levels recognising that risk management is
part of their job.

Evaluating and monitoring risk management and internal control on a regular
basis.

We have an effective Internal Audit function which assess internal control and
report to the Audit Committee on a quarterly basis.

[ Ensuring effective counter fraud and anti-corruption arrangements are in place.

We ensure that policies for whistle-blowing which are accessible to staff and
those contracting with the Council, and arrangements for the support of whistle-
blowers, are in place. We have effective counter fraud policies in place.
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Ensuring additional assurance on the overall adequacy and effectiveness of the
framework of governance, risk management and control is provided by the
Internal Auditor.

We have an effective Internal Audit function which assess internal control and
reports to the Audit Committee on a quarterly basis.

Ensuring an Audit Committee provides:

a further source of effective assurance regarding arrangements for managing risk
and maintaining an effective control environment; and

that its recommendations are listened to and acted upon.

We maintain an effective Audit Committee and scrutiny function which provide
constructive challenge.

Manaqing data

Ensuring effective arrangements are in place for the safe collection, storage, use
and sharing of data, including processes to safeguard personal data.

We have effective data protection and data management arrangements in place.

Ensuring effective arrangements are in place and operating effectively when
sharing data with other bodies.

We have effective data sharing agreements in place

Reviewing and auditing regularly the quality and accuracy of data used in
decision making and performance monitoring.

The quality and accuracy of the data is audit by the Internal Audit function on an
annual basis.

Strong public financial management

Ensuring financial management supports both long term achievement of
outcomes and short-term financial and operational performance.

The Council takes a longer-term view and publishes this so the public are aware
of our intended outcomes. This information can be found published documents
including the Budget Strategy, the Council's Priorities and the Council Plan.
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The Council has prepared and published a plan which sets out the Council's
priorities; a Medium Term Financia!l Plan which is a financial representation of the
Council's Vision and supports the priorities.

We will enable the Chief Financial Officer to bring influence to bear on all material
decisions and provide advice on the levels of reserves and balances to be
retained.

Ensuring well-developed financial management is integrated at all levels of
planning and control, including management of financial risks and controls.

The Section 151 Officer is responsible to the Council for ensuring that
appropriate advice is given on all financial matters, for keeping proper financial
records and accounts, and for maintaining an effective system of internal
financial control.

We have appointed a professionally qualified and experienced Chief Financial
Officer, who will [ead the promotion and delivery of good financial management,
safeguarding public money and ensuring appropriate, economic, efficient and
effective use of funds; together with professional accountability for finance staff
throughout the Council.

We provide the Chief Financial Officer with the resources, expertise and systems
necessary to perform the role effectively within the Council.

G: Implementing good practices in transparency, reporting and
audit to deliver effective accountability

The Council recognises that effective accountability is concerned not only with
reporting on actions completed but ensuring stakeholders are able to understand
and respond as the Council Plans and carries out its activities in an open
manner.

Implementing good practice in transparency

Writing and communicating reports for the public and other stakeholders in a fair,
balanced and understandable style appropriate to the intended audience and
ensuring that they are easy fo access and interrogate.

We comply with the local government transparency code and publish all required
information in a timely manner.

Striking a balance between providing the right amount of information to satisfy
transparency demands and enhance public scrutiny while not being too onerous
to provide and for users to understand.
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We have put in place effective transparent and accessible arrangements for
dealing with complaints. We monitor complaints and would review our
transparency arrangements if the public indicated that they are too onerous.

Implementing good practices in reporting

Reporting at least annually on performance, value for money and stewardship of
resources to stakeholders in a timely and understandable way.

At the end of each financial year, the Council formally reviews the governance
arrangements in place and produces an Annual Governance Statement.

| Ensuring Members and Senior Management own the results reported.

The Annual Governance Statement is signed by the Chair of the Audit Committee
and by the Executive Director, and is published with the Council’s annual
Statement of Accounts.

Ensuring robust arrangements for assessing the extent to which the principles
contained in this Framework have been applied and publishing the results on this
assessment, including an action plan for improvement and evidence to
demonstrate good governance (the Annual Governance Statement).

At the end of each financial year, the Council formally reviews the governance
arrangements in place and produces an Annual Governance Statement.

The Annual Governance Statement is signed by the Chair of the Audit Committee
and by the Executive Director, and is published with the Council's annual
Statement of Accounts.

Ensuring that this Framework is applied to jointly managed or shared service
organisations as appropriate.

The Council shares its values with partners through the contract tendering
process.

Ensuring the performance information that accompanies the financial statements
is prepared on a consistent and timely basis and the statements allow for
comparison with other, similar organisations.

We produce clear, timely, complete and accurate information for budget holders
and Senior Officers relating to the budgetary and financial performance of the
Council.
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Assurance and effective accountability

Ensuring that recommendations for corrective action made by external audit are
acted upon.

All recommendations from external audit are considered by Senior Managers and
the Audit Commitiee.

Ensuring an effective Internal Audit service with direct access to Members is in
place, providing assurance with regard to governance arrangements and that
recommendations are acted upon.

The Internal Audit functions reports to the Audit Committee on a quarterly basis
and produces an annual report which states progress against previous
recommendations.

Welcoming peer challenge, reviews and inspections from regulatory bodies and
implementing recommendations.

The Council welcomes recommendations from external regulatory bodies.

Gaining assurance on risks associated with delivering services through third
parties and that this is evidenced in the Annual Governance Statement.

The risks associated with delivering services through third parties and addressed
as part our risk management arrangements.

Ensuring that when working in partnership, arrangements for accountability are
clear and the need for wider public accountability has been recognised and met.

The Council ensures that accountability is clear when working in partnership.
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Annual Review of Corporate Governance

At the end of each financial year, the Council formally reviews the governance
arrangements in place and produces an Annual Governance Statement.

The Annual Governance Statement includes:

e Scope of responsibility
¢ The purpose of the governance statement
e The Council’'s governance framework
o Review of effectiveness
¢ Assurance statements
¢ Internal Audit’s opinion of the system of internal controls
¢ Financial management
» Significant governance and internal control issues
¢ Action plan
» Certification statement
The Annual Governance Statement addresses any actions arising from the

previous years' Annual Governance Statement and highlights any actions arising
from the year being reviewed.

The Annual Governance Statement also assesses the effectiveness and
application of the Local Code of Corporate Governance and identifies any
necessary changes, making any relevant recommendations to the Council.

As part of the Audit Committee’s governance role, the formal annual review will
be undertaken by the Audit Committee on behalf of the Council.

The Annual Governance Statement is signed by the Chair of the Audit Committee

and by the Executive Director, and is published with the Council’s annual
Statement of Accounts.
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