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AGENDA

Apologies for Absence

Declarations of Interest

Members are requested at the start of the meeting to declare any known interests
in any matter to be considered, and are reminded that any such interest should
also be declared at the start of an item or during any discussion of the matter
concerned.

Public Question Time
See explanatory note below. Please phone the Committee Officer whose name
and number appears at the top of this agenda if you need further guidance).

Minutes (Pages 1-2)
To receive the minutes of the meeting held on 26 April 2011

Treasury Management Strategy Statement 2011/12 (DF-CE) (Pages 3 - 26)

Internal Audit reports identifying significant risk or 'of concern': Corporate
manslaughter/ Health Safety and Wellbeing Update (HIA-CE) (Pages 27 - 30)

Draft Accounts 2010-11 (DF-CE) (Pages 31 - 34)
Future of local public audit (HIA-CE) (Pages 35 - 48)



9. Audit Committee: Annual Report for the year 2010/11 (HIA-CE) (Pages 49 -
54)

10. Audit Committee - Terms of Reference (HIA-CE) (Pages 55 - 62)
11. Internal Audit's Annual Report 2010/11 (HIA-CE) (Pages 63 - 80)

12. Audit Committee: Effectiveness of the system of Internal Audit (HIA-CE)
(Pages 81 - 106)

13. Anti Bribery Information for the Audit Committee (HIA-CE) (Pages 107 - 110)
14. External Audit Progress report (Pages 111 - 116)
15. Head of Internal Audit Update (HIA-CE) (Pages 117 - 126)

Date of Despatch: 20 June 2011

Key:
DF-CE - Director of Finance
HIA-CE - Head of Internal Audit

Public Question Time - Swindon Borough Council is committed to increasing its
accountability to the public and to promoting active citizenship. Up to 15 minutes will
be allowed at the start of all Council meetings for questions to the Chair from
members of the public about the work of the Committee (except for confidential
matters and specific planning applications). Questions must be relevant, clear and
concise. Because of time constraints Public Question Time is not an opportunity to
make speeches or statements. Prior notice of a question to the Director of Law and
Democratic Services is desirable - particularly if detailed background information is
needed.

Access Arrangements — The Venue is wheelchair accessible and an infrared
receiver hearing system is provided. If you would wish to attend the meeting but
have any special requirement to enable you to do so please contact the Committee
Clerk above, as soon as possible prior to the date of the meeting.

If you would like to receive any of the pages contained in this agenda in a larger print
size please contact the Committee Officer whose name appears on the first page of
this agenda.

The Audit Committee - Terms of Reference
(the complete terms of reference and programme of activity for the Audit Committee
are set out in Minute 61 of the meeting of the Audit Sub-Committee held on 25
January 2006)

To provide independent assurance to the Council on the following responsibilities:

(i) the effectiveness of the Council’s risk management, internal control and its
overall assurance framework;

(i)  the effectiveness of the Council’s financial and non-financial performance to
the extent that it might impact upon (i) above;

(i)  the performance of the Council’s Internal Audit section;




(iv) the receipt and review of External Audit reports and liaison with external
auditors on significant matters identified, and

(v)  advise upon and/or review the effectiveness of any other matters referred to
the Audit Committee by the Cabinet, the Overview and Scrutiny and
Regulatory Committees.
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Agenda ltem 4

AUDIT COMMITTEE

TUESDAY, 26 APRIL 2011

PRESENT:- Councillors Michael Dickinson (Chair), Eric Shaw, Peter Stoddart,
Des Moffatt (Vice-Chair) and Junab Ali

50. Declarations of Interest
There were no declarations of interest

50. Declarations of Interest
There were no declarations of interest

51. Public Question Time

Mr Des Morgan put questions regarding the accuracy of statements made in the
Internal Audit report on the Council’s Wi-Fi project, considered by the Committee at
its meeting on 20" April, 2010. Mr Morgan also thanked the Committee for its
resolution, at Minute 39, that consideration of a forensic investigation being
undertaken by Internal Audit into all aspects of the loan by the Council to Digital City
(UK) Ltd be considered as part of the Committee’s consideration of its work
programme for 2011/12.

The Chair thanked Mr Morgan for his questions and tabled responses that had been
prepared by the Group Director, Business Transformation.

52. Future of Local Public Audit

The Head of Internal Audit submitted a report concerning the details of the
Department of Communities and Local Government’s Consultation Paper on the
‘Future of local public audit’ that sought views on the revised arrangements for the
audit of local public bodies, including all councils, after the abolition of the Audit
Commission.
The Committee discussed the Governments proposals, recommending that:
e the Council’'s Audit Committee should be independently chaired
e independent examinations be introduced for bodies with income and
expenditure between £1,000 and £6.5 million
e School Academies should not be required to use their Council’s Internal Audit
service.
The Committee expressed its concern that a requirement that one third of the
members of the Audit Committee to have recent and relevant financial experience
could undermine the democratic process.
Resolved — (1) That the Head of Internal Audit circulate an electronic copy of
the consultation paper to members of this Committee for information.
(2) That the Chair of the Committee for 2011/12 be provided with a hard copy
of the report for information and retention.
(3) That members forward their individual comments on the
consultation paper to the Head of Internal Audit for incorporation into the Council’s
formal response.
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53. Minutes

Resolved - That the minutes of the meeting held on 22" March 2011, be
confirmed and signed.

54, Internal Audit reports identifying significant risk or 'of concern’ -
Corporate Manslaughter/Health, Safety and Wellbeing Update

It was agreed that the Group Director, Business Transformation attend the next
meeting of the Audit Committee to present this report.

B5. Draft Internal Audit Annual Plan 2011/12

The Head of Internal Audit submitted a report setting out the draft Audit Annual Plan
for 2011/12.

Resolved — That the draft Internal Audit Plan for 2011/12 be approved,
subject to a review of the work programme at the commencement of the 2011/12
Municipal Year.

56. Head of Internal Audit Update

The Committee received a report of the Head of Internal Audit summarising the
main issues arising from the Internal Audit reports finalised since the last Audit
Committee meeting in March 2011 and progress made against the Annual Audit
Plan.

Resolved - (1) That the report be noted.

(2) That the EOTAS (Education other than at schools) Audit, be considered
at the next meeting of the Committee and that relevant officers be invited to attend
the meeting to present the report and respond to members’ questions.
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Agenda ltem 5
Treasury Management Strategy Statement 2011/12

Audit Committee Date: 28th June 2011

Author: Cabinet Member for Finance and Benefits and Director of
Finance

Purpose

To report:

e the Treasury Management Strategy for 2011/12, including the Annual
Investment Strategy,

e the Minimum Revenue Provision Policy Statement,

¢ Prudential Indicators for the period 2010/11 - 2013/14.

Recommendation
That Cabinet;

¢ Notes the Prudential indicators for 2010/11 -2013/14.
e Recommends the Treasury Management Strategy for approval by Full
Council on 17" February.

1 Reasons

1.1 To report the Treasury Management Strategy for 2011/12 including the
Annual Investment Strategy, Minimum Revenue Provision Policy
Statement, and the Prudential Indicators for the period 2010/11 -
2013/14, attached as Appendix 1 to this report.

2 Detail

2.1 Treasury Management is defined as the “management of the local
authority’s investments and cash flows, its banking, money market and
capital market transactions; the effective control of the risks associated
with those activities; and the pursuit of optimum performance
consistent with those risks”.

2.2 The statutory requirements that apply are in the Local Government Act
2003 (the Act) and supporting regulations, which require the Council to
‘have regard to’ the Chartered Institute of Public Finance and
Accountancy’s (CIPFA’s) Prudential Code and the CIPFA Treasury
Management Code of Practice to set Prudential and Treasury
Indicators for the next three years to ensure that the Council’s capital
investment plans are affordable, prudent and sustainable.

2.3 The Act therefore requires the Council to set out its treasury strategy
for borrowing and to prepare an Annual Investment Strategy (as
required by Investment Guidance subsequent to the Act and included
within the Treasury Management Strategy at Appendix 1). This sets
out the Council’s policies for managing its investments and for giving
priority to the security and liquidity of those investments.

Further information on the subject of this report can be obtained from
Paul Smith on Direct Dial No. 463976 or Email psmith2@swindon.gov.uk
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Treasury Management Strategy Statement 2011/12

Audit Committee Date: 28th June 2011

2.4 The Department of Communities and Local Government has issued
revised investment guidance, which came into effect from 1 April 2010.
There were no major changes required over and above the changes
already required by the revised CIPFA Treasury Management Code of
Practice 2009, which were reported to Cabinet last year.

2.5 This year’s strategy is broadly in line with previous years, the only
significant change is that the Council’s policy of reducing balances
rather than taking external borrowing will change as balances become
lower, therefore it is likely that the Council will undertake external
borrowing in the forthcoming financial year.

3 CIPFA Requirements

3.1 The Chartered Institute of Public Finance and Accountancy’s (CIPFA)
Code of Practice on Treasury Management (revised November 2009)
was adopted by this Council on 22nd February 2010. The primary
requirements of the Code are as follows:

e Creation and maintenance of a Treasury Management Policy
Statement, which sets out the policies and objectives of the
Council’s treasury management activities.

e Creation and maintenance of Treasury Management Practices,
which set out the manner in which the Council will seek to achieve
those policies and objectives.

¢ Receipt by the full council of an annual Treasury Management
Strategy Statement, including the Annual Investment Strategy and
Minimum Revenue Provision Policy, for the year ahead, a Mid-year
Review Report and an Annual Report (stewardship report) covering
activities during the previous year.

e Delegation by the Council of responsibilities for implementing and
monitoring treasury management policies and practices and for the
execution and administration of treasury management decisions.

e Delegation by the Council of the role of scrutiny of treasury
management strategy and policies to a specific named body. For
this Council the delegated body is the Audit Committee.

4 Economic Background

4.1 Following the general election in May 2010, the coalition government
has put in place an austerity plan to reduce the public sector deficit
over the next five years. Against this backdrop, which is
unprecedented in recent history, it is currently difficult to have
confidence as to exactly how strong the UK economic recovery is
likely to be, and there are a range of views in the market.

4.2 The view of the Council’s treasury advisor, Sector, is that GDP growth
is likely to have peaked in the current period of recovery at 1.2% in

Further information on the subject of this report can be obtained from
Paul Smith on Direct Dial No. 463976 or Email psmith2@swindon.gov.uk
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Treasury Management Strategy Statement 2011/12

Audit Committee Date: 28th June 2011

quarter 2 of 2010. The first estimate of +0.8% for quarter 3 was also
unexpectedly high. However, the outlook is for anaemic growth in
2011/12 although the Bank of England and the Office for Budget
Responsibility are forecasting near trend growth (2.5%) i.e. above
what most forecasters are currently expecting.

4.3 The trend of falling unemployment (on the benefit claimant count) has
now been replaced since July 2010 with small increases which may
represent the start of a new trend for some years ahead of rising
unemployment.

4.4 The Consumer Prices Index (CPI) has remained high during 2010. It
peaked at 3.7% in April and has gradually declined to 3.1% in
September, when the Retail Prices Index (RPI) stood at 4.6%.
Although inflation has remained stubbornly above the Monetary Policy
Committee’s 2% target, the MPC is confident that inflation will fall back
under the target over the next two years after another rise back up to
about 3.5% by the end of 2010.

4.5 Sector’s view is that there is unlikely to be any increase in Bank Rate
until the end of 2011.

5 Treasury Management Strategy for 2011/12

5.1 The suggested strategy for 2011/12 in respect of the following aspects
of the treasury management function is based upon the treasury
officers’ views on interest rates, supplemented with leading market
forecasts provided by Sector.

5.2 The Strategy, (the full text of which is contained in appendix 1)
covers:

e Treasury limits in force which will limit the treasury risk and activities
of the Council

e Prudential and Treasury Indicators

e the current treasury position

e the borrowing requirement

e prospects for interest rates

e the borrowing strategy

e policy on borrowing in advance of need

e debt rescheduling

e the investment strategy

e creditworthiness policy

e policy on use of external service providers

5.3 In its Treasury Management Strategy document the Council also
includes the following:

Further information on the subject of this report can be obtained from
Paul Smith on Direct Dial No. 463976 or Email psmith2@swindon.gov.uk
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Treasury Management Strategy Statement 2011/12

Audit Committee Date: 28th June 2011

Minimum Revenue Provision Policy Statement
Detailed Prudential and Treasury Indicators

List of Specified and Non Specified Investments
Treasury Management Scheme of Delegation

The Treasury Management role of the S151 Officer.

6 Balanced Budget Requirement

6.1 It is a statutory requirement, under Section 33 of the Local
Government Finance Act 1992, for the Council to produce a balanced
budget. In particular, Section 32 requires a local authority to calculate
its budget requirement for each financial year to include the revenue
costs that flow from capital financing decisions. This, therefore, means
that increases in capital expenditure must be limited to a level whereby
increases in charges to revenue from:

increases in interest charges caused by increased borrowing to
finance additional capital expenditure, and

increases in running costs from new capital projects are limited to a
level which is affordable within the projected income of the Council
for the foreseeable future

Alternative Options
Alternative options for specific areas are set out within the report and
appendices

(a)

(d)

Risk Management
Financial and Procurement Implications
There are no direct financial implications arising from this report. The

Prudential Code requires the following matters to be taken into account when
setting or revising prudential indicators:-

Option appraisals for all capital projects (to demonstrate value for
money)

Asset management (to demonstrate stewardship of the Councils
assets)

Strategic planning for the authority (to demonstrate service
objectives prioritisation.

Achievability of the forward plan (to demonstrate the realism of the
plan)

Further information on the subject of this report can be obtained from

Paul Smith on Direct Dial No. 463976 or Email psmith2@swindon.gov.uk

Page 6




Treasury Management Strategy Statement 2011/12

Audit Committee Date: 28th June 2011

(e) Implication for external borrowing (i.e. prudence)

(f) Implication for Council Tax and housing rents (i.e. affordability)

Items (a)-(c) are largely considered in the current arrangements as part of
the asset management planning/corporate capital strategy processes; items
(d) and (f) - in financial terms - are dealt with as part of the Medium Term
Financial Planning and Budget setting processes; and item (e) is inherent to
the prudential indicator setting process itself.

Legal/Human Rights Implications

(a) Guidance issued by the Secretary of State under section 219(1A) of
the Local Government Act 2003 states that a local authority must before
the start of the year take an annual policy on making MRP to the full
council. Any proposals to vary the terms of the original statement during
the year should also be put to the full council at that time.

(b) Legal and Human Rights implications have been considered in the
preparation of this report.

Links to Corporate Plans and Policies (in particular to Swindon 2010
Promises)

The effective management of cash resources through robust treasury
management processes underpins the Council’s ability to achieve its plans
and priorities.

Consultees
e The Director of Finance (Section 151 Officer) and Director of Law and
Democratic Services (Monitoring Officer) are consulted in respect of all
reports.

Background Papers and Appendices

Appendices
e Appendix 1 - Treasury Management Strategy 2011/12

Key Decision / Decision in Forward Plan
e This is not a key decision for the Cabinet (as the approval of the full
Council is required) and is included in the Cabinet Forward Plan for
June 2009.

Further information on the subject of this report can be obtained from
Paul Smith on Direct Dial No. 463976 or Email psmith2@swindon.gov.uk
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TREASURY MANAGEMENT STRATEGY 2011/12
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Appendix 1
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Appendix 1

1. CURRENT PORTFOLIO POSITION

1.1.In common with other local authorities, the Council has significant
levels of both debt and investments at any one time. The treasury
portfolio position at 5th January 2011 was as follows:

Principal
£m £m
Fixed rate funding PWLB 65.98
Market 20.00 85.98
Variable rate funding PWLB Nil
Market 30.00 30.00
Other long term liabilities Nil
Gross External Debt 115.98
Total Investments 59.85
Total Net debt 56.13

1.2. The Treasury Management Strategy sets out the way in which the
Treasury team will manage both debt and investments during the
forthcoming year, taking into account interest rate predictions and the
expected level of capital investment.

2. PROSPECTS FOR INTEREST RATES

2.1.The Director of Finance has appointed Sector as treasury advisor to
the Council and part of their service is to assist the Council to
formulate a view on interest rates. This draws together a number of
current City forecasts for short term and longer fixed interest rates.
The following table gives the Sector view of future Bank Rates and
new borrowing rates for the Public Works Loans Board (PWLB).

Dec-10 Mar-11 Jun-11 Sep-11 Dec-11 Mar-12 Mar-13 Mar-14

Bank rate
S5yr PWLB rate
10yr PWLB rate

25yr PWLB rate

50yr PWLB rate
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Appendix 1

3. BORROWING - TREASURY LIMITS FOR 2011/12 TO 2013/14

3.1. It is a statutory duty under Section 3 of the Local Government Act
2003 and supporting regulations, for the Council to determine and
keep under review how much it can afford to borrow. The amount so
determined is termed the “Affordable Borrowing Limit”. In England and
Wales the Authorised Limit represents the legislative limit specified in
the Act.

3.2. The Council must have regard to the Prudential Code when setting the
Authorised Limit, which essentially requires it to ensure that total
capital investment remains within sustainable limits and, in particular,
that the impact upon its future council tax and council rent levels is
‘acceptable’.

3.3. Whilst termed an “Affordable Borrowing Limit”, the capital plans to be
considered for inclusion incorporate financing by both external
borrowing and other forms of liability, such as credit arrangements.
The Authorised Limit is to be set, on a rolling basis, for the forthcoming
financial year and two successive financial years.

4. BORROWING REQUIREMENT
4.1.The Council is estimated to have a long term borrowing requirement of
£37.5m in 2011-12, which comprises a new borrowing requirement of

£27.5m and Replacement Borrowing of £11m .

4.2. Approval of further capital schemes financed from borrowing will
increase these figures.

4.3. The most significant cost pressure within the 2011/12 Budget which
results in a net increase over 2010/11 of circa £1m

¢ An increase in the Minimum Revenue Provision due to the impact of
of Capital Programme spending which is funded through borrowing
(both internal and external).

¢ Anincrease in interest payable due to anticipated external
borrowing in 2011/12
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Appendix 1

5. BORROWING STRATEGY

5.1. The Council's borrowing strategy will give consideration to the
following when considering the borrowing requirement

The cheapest borrowing will be internal borrowing by running down
cash balances and foregoing interest earned at historically low
rates. However, in view of the overall forecast for long term
borrowing rates to increase over the next few years, consideration
will also be given to weighing the short term advantage of internal
borrowing against potential long term costs if the opportunity is
missed for taking market loans at long term rates which will be
higher in future years

The potential value of PWLB variable rather than rate loans for up
to 10 years

Long term fixed rate market loans at rates significantly below
PWLB rates for the equivalent maturity period (where available)
and to maintaining an appropriate balance between PWLB and
market debt in the debt portfolio.

PWLB borrowing for periods under 10 years, where rates are
expected to be significantly lower than rates for longer periods.
This offers a range of options for new borrowing which will spread
debt maturities away from a concentration in longer dated debt

It may be possible to get better value for money using PWLB
borrowing by annuity and EIP loans instead of to maturity loans

Rates are expected to gradually increase during the year so it
should therefore be advantageous to time new borrowing for the
start of the year.

5.2. Sensitivity of the forecast - In normal circumstances the main
sensitivities of the forecast are likely to be the two scenarios noted
below. The Council officers, in conjunction with the treasury advisers,
will continually monitor both the prevailing interest rates and the
market forecasts, adopting the following responses to a change of
sentiment:

if it were felt that there was a significant risk of a sharp fall in long
and short term rates, e.g. due to a marked increase of risks around
relapse into recession or of risks of deflation, then long term
borrowings will be postponed, and potential rescheduling from fixed
rate funding into short term borrowing will be considered.

if it were felt that there was a significant risk of a much sharper rise
in long and short term rates than that currently forecast, perhaps
arising from a greater than expected increase in world economic
activity or a sudden increase in inflation risks, then the portfolio
position will be re-appraised with the likely action that fixed rate
funding will be drawn whilst interest rates were still relatively
cheap.
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Appendix 1

External v Internal Borrowing

5.3. The Council currently has a predicted difference (out-turn 2010/11)
between gross external debt and net debt (after deducting cash
investment balances), of £20m.

5.4. The general aim of this treasury management strategy has been to
reduce the difference between the two debt levels over the last two
years, as it has been cheaper to disinvest rather than take out more
expensive external borrowing. However, measures taken in the last
year have already reduced substantially the level of investments it is
therefore likely that external borrowing will be undertaken in the next
financial year.

5.5. Short term savings by avoiding new long term external borrowing in
2011/12 will be weighed against the potential for incurring additional
long term extra costs by delaying unavoidable new external borrowing
until later years when PWLB long term rates are forecast to be
significantly higher.

5.6. Against this background, caution will again be adopted with the
2011/12 treasury operations. The Director of Finance will monitor the
interest rate market and adopt a pragmatic approach to changing
circumstances, reporting any decisions to the appropriate decision
making body at the next available opportunity.

5.7. The Council Policy on borrowing in advance of need is

“The Council will not borrow more than or in advance of its needs
purely in order to profit from the investment of the extra sums
borrowed. Any decision to borrow in advance will be considered
carefully to ensure value for money can be demonstrated and that the
Council can ensure the security of such funds.”

5.8.In determining whether borrowing will be undertaken in advance of
short-term need, but where there is an underlying long-term
requirement, the Council will: -

e ensure that there is a clear link between the capital programme
and maturity profile of the existing debt portfolio which supports the
need to take funding in advance of need

e ensure the ongoing revenue liabilities created, and the implications
for the future plans and budgets have been considered

¢ evaluate the economic and market factors that might influence the
manner and timing of any decision to borrow

e consider the merits and demerits of alternative forms of funding

e consider the alternative interest rate bases available, the most
appropriate periods to fund and repayment profiles to use
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e consider the impact of borrowing in advance on temporarily (until
required to finance capital expenditure) increasing investment cash
balances and the consequent increase in exposure to counterparty
risk, and other risks, and the level of such risks given the controls
in place to minimise them

6. DEBT RESCHEDULING

6.1. The introduction by the PWLB in 2007 of a spread between the rates
applied to new borrowing and repayment of debt, which has now been
compounded since 20 October 2010 by a considerable further
widening of the difference between new borrowing and repayment
rates, has meant that PWLB to PWLB debt restructuring is now much
less attractive than it was before both of these events. In particular,
consideration would have to be given to the large premiums which
would be incurred by prematurely repaying existing PWLB loans and it
is very unlikely that these could be justified on value for money
grounds if using replacement PWLB refinancing. However, some
interest savings might still be achievable through using LOBO
(Lenders Option Borrowers Option) loans, and other market loans, in
rescheduling exercises rather than using PWLB borrowing as the
source of replacement financing.

6.2.As short term borrowing rates will be considerably cheaper than longer
term rates, there may be potential for some residual opportunities to
generate savings by switching from long term debt to short term debt.
However, these savings will need to be considered in the light of the
size of premiums incurred, their short term nature, and the likely cost
of refinancing those short term loans, once they mature, compared to
the current rates of longer term debt in the existing debt portfolio. Any
such rescheduling and repayment of debt is likely to cause a flattening
of the Council’s maturity profile as in recent years there has been a
skew towards longer dated PWLB. The reasons for any rescheduling
to take place will include: -

¢ the generation of cash savings and / or discounted cash flow
savings
¢ helping to fulfil the strategy outlined in paragraph 7 above

¢ enhance the balance of the portfolio (amend the maturity profile
and/or the balance of volatility).

6.3. Consideration will also be given to identify if there is any residual
potential left for making savings by running down investment balances
to repay debt prematurely as short term rates on investments are likely
to be lower than rates paid on current debt. All rescheduling will be
reported to the Cabinet at the earliest meeting following its action.
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7. ANNUAL INVESTMENT STRATEGY

7.1.Investment Policy - The Council will have regard to the CLG’s
Guidance on Local Government Investments (“the Guidance”) and the
2009 revised CIPFA Treasury Management in Public Services Code of
Practice and Cross Sectoral Guidance Notes (“the CIPFA TM Code”).
The Council’s investment priorities are: -

e The security of capital and
e The liquidity of its investments.

7.2. The Council will also aim to achieve the optimum return on its
investments commensurate with proper levels of security and liquidity.
The risk appetite of this Council is low in order to give priority to
security of its investments. The borrowing of monies purely to invest or
on-lend and make a return is unlawful and this Council will not engage
in such activity.

7.3.Creditworthiness policy - This Council uses the creditworthiness
service provided by Sector. This service has been progressively
enhanced over the last year and now uses a sophisticated modeling
approach with credit ratings from all three rating agencies - Fitch,
Moodys and Standard and Poors, forming the core element. However,
it does not rely solely on the current credit ratings of counterparties but
also uses the following as overlays: -

e credit watches and credit outlooks from credit rating agencies

e CDS spreads (similar to insurance ratings) to give early warning of
likely changes in credit ratings

e sovereign ratings to select counterparties from only the most
creditworthy countries

7.4. This modelling approach combines credit ratings, credit watches and
credit outlooks in a weighted scoring system, which is then combined
with an overlay of CDS spreads for which the end product is a series
of colour code bands which indicate the relative creditworthiness of
counterparties. These colour codes are also used by the Council to
determine the duration for investments and are therefore referred to as
durational bands. The Council is satisfied that this service now gives a
much improved level of security for its investments. It is also a service
which the Council would not be able to replicate using in house
resources.

7.5. The selection of counterparties with a high level of creditworthiness
will be achieved by selection of institutions down to a minimum
durational band within Sector’s weekly credit list of worldwide potential
counterparties. The Council will therefore use counterparties within
the following durational bands : -

e Purple - 2 years
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¢ Blue -1 year (applies to nationalised/semi nationalised UK Banks)
e Orange -1 year

e Red - 6 months

e Green - 3 months

e No Colour - not to be used

7.6. This Council will not use the approach suggested by CIPFA of using
the lowest rating from all three rating agencies to determine
creditworthy counterparties as Moodys tend to be more aggressive in
giving low ratings than the other two agencies. This would therefore be
unworkable and leave the Council with few banks on its approved
lending list. The Sector creditworthiness service does though, use
ratings from all three agencies, but by using a risk weighted scoring
system, does not give undue preponderance to just one agency’s
ratings.

7.7.All credit ratings will be monitored at least weekly The Council is
alerted to changes to ratings of all three agencies through its use of
the Sector creditworthiness service.

7.8.1f a downgrade results in the counterparty/investment scheme no
longer meeting the Council’s minimum criteria, its further use as a new
investment will be withdrawn immediately.

7.9.In addition to the use of Credit Ratings the Council will be advised of
information in movements in Credit Default Swap against the iTraxx
benchmark and other market data on a weekly basis. Extreme market
movements may result in downgrade of an institution or removal from
the Councils lending list.

7.10. No investment will be made by the council without reference to
the most up to date creditworthiness information

7.11. The Council will not invest more than £10m with a single
institution or more than £20m with any group of institutions.

7.12. The Council’s in house funds derive both from the timings of its
cash flows and from some core balances such as S106 contributions.
Investments will accordingly be made with reference to the core
balance and cash flow requirements and the outlook for short-term
interest rates (i.e. rates for investments up to 12 months).

7.13. The Council will avoid locking into longer term deals while
investment rates are down at historically low levels unless attractive
rates are available with counterparties of particularly high
creditworthiness which make longer term deals worthwhile, and within
the risk parameters set by this council.
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7.14. For its cash flow generated balances, the Council will seek to
utilise its business reserve accounts, 15 and 30 day accounts, money
market funds and short to medium dated deposits (overnight to 12
months) in order to benefit from the compounding of interest.

7.15. £21.5m of the Council’s funds are externally managed on a
discretionary basis by Investec. The Council’s external fund manager
will comply with the Annual Investment Strategy. The agreement
between the Council and the fund manager additionally stipulate
guidelines and duration and other limits in order to contain and control
risk.

7.16. The minimum credit criteria to be used by the cash fund
manager are as follows: -

Fitch Standard and
Poors
Long Term A+ A+
Short Term F1+ A-/1+
Individual/Financial
Strength C N/A
Support 2 N/A
7.17. At the end of the financial year, the Council will report on its

investment activity as part of its Annual Treasury Report.

7.18. The Council uses Sector as its external treasury management
advisers. The Council recognises that responsibility for treasury
management decisions remains with the organisation at all times and
will ensure that undue reliance is not placed upon our external service
providers. It also recognises that there is value in employing external
providers of treasury management services in order to acquire access
to specialist skills and resources. The Council will ensure that the
terms of their appointment and the methods by which their value will
be assessed are properly agreed and documented, and subjected to
regular review
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8. MINIMUM REVENUE PROVISION POLICY STATEMENT 2011/12

8.1

8.2.

8.3.

8.4.

. The Council implemented the new Minimum Revenue Provision (MRP)

guidance in 2008/09 and will assess their MRP for 2011/12 in
accordance with the main recommendations contained within the
guidance issued by the Secretary of State under section 21(1A) of the
Local Government Act 2003.

The major proportion of the MRP for 2011/12 will relate to the more
historic debt liability that will continue to be charged at the rate of 4%,
in accordance with option 1 / option 2 (please choose) of the guidance.
Certain expenditure reflected within the debt liability at 31st March
2010 will under delegated powers be subject to MRP under option 3 /
option 4 (please choose), which will be charged over a period which is
reasonably commensurate with the estimated useful life applicable to
the nature of expenditure, using the equal annual instalment method
(or annuity method if preferred). For example, capital expenditure on a
new building, or on the refurbishment or enhancement of a building,
will be related to the estimated life of that building.

Estimated life periods will be determined under delegated powers. To
the extent that expenditure is not on the creation of an asset and is of
a type that is subject to estimated life periods that are referred to in the
guidance, these periods will generally be adopted by the Council.
However, the Council reserves the right to determine useful life
periods and prudent MRP in exceptional circumstances where the
recommendations of the guidance would not be appropriate.

As some types of capital expenditure incurred by the Council are not
capable of being related to an individual asset, asset lives will be
assessed on a basis which most reasonably reflects the anticipated
period of benefit that arises from the expenditure. Also, whatever type
of expenditure is involved, it will be grouped together in a manner
which reflects the nature of the main component of expenditure and
will only be divided up in cases where there are two or more major
components with substantially different useful economic lives.
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ANNEX 1 - PRUDENTIAL AND TREASURY INDICATORS

PRUDENTIAL
INDICATORS

Extract from budget and
rent setting report
Capital Expenditure
Non - HRA

HRA

TOTAL

Ratio of financing costs to
net revenue stream

Non - HRA
HRA

Net borrowing requirement

brought forward 1 April

carried forward 31 March
in year borrowing
requirement

Capital Financing
Requirement as at 31
March

Non — HRA
HRA

TOTAL

Annual change in Cap.
Financing Requirement

Non — HRA

HRA (applies only to housing
authorities)

TOTAL

09/10

actual
£'000

76,872
8,730

85,602

2.03%
12.64%

85,475
103,049

17,574

106,430
11,915

118,345

44,001

44,001

10/11
est
outturn
£'000
108,128
8,125

116,253

3.29%
12.44%

103,049
95,988

7,061

164,875
12,415

177,290

57,100
500

57,600
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1112

est
£'000

27,704
11,975

39,679

4.32%
12.43%

95,988
106,785

10,797

177,863
12,915

190,778

10,297
500

10,797

Appendix 1

1213

est
£'000

19,268
9,675

28,943

5.47%
12.05%

106,785
115,345

8,560

189,112
13,415

202,527

8,060
500

8,560

13114

est
£'000

14,375
9,675

24,050

6.74%
12.11%

115,345
127,001

11,656

203,487
13,915

217,402

11,156
500

11,656



TREASURY MANAGEMENT
INDICATORS

Incremental impact of
capital investment
decisions

Increase in council tax (band
D) per annum *

Authorised Limit for
external debt -

borrowing
other long term liabilities

TOTAL

Operational Boundary for
external debt -

borrowing
other long term liabilities

TOTAL

Actual external debt

Upper limit for fixed
interest rate exposure
Net principal re fixed rate
borrowing / investments

Upper limit for variable rate
exposure

Net principal re variable rate
borrowing / investments OR:-

Upper limit for total
principal sums invested for
over 364 days

(per maturity date)

09/10

actual

£ p
26.69

£'000

171,500

5,000

176,500

145,500
5,000

150,500

103,049

100%

30%

Nil

10/11

est

£ p
87.64

£'000

198,100

7,500

205,600

178,100
7,500

185,600

95,988

100%

30%

Nil
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1112

est

£ p
126.84

£'000

216,397

7,500

223,897

196,397
7,500

203,897

106,785

100%

30%

10,000

Appendix 1

12/13

est

£ p
135.86

£'000

224,957

7,500

232,457

204,957
7,500

212,457

115,345

100%

30%

10,000

13114

est

£ p
145.04

£'000

236,613

7,500

244113

216,613
7,500

224,113

127,001

100%

30%

10,000



Maturity structure of fixed rate
borrowing during 2011/12

under 12 months

12 months and within 24 months
24 months and within 5 years

5 years and within 10 years

10 years and above

upper limit

15%
30%
50%
50%
65%
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lower limit
0%
0%
0%
0%
0%
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ANNEX 2 — LIST OF SPECIFIED AND NON- SPECIFIED INVESTMENTS
1. Specified Investments (These investments are all for periods of under 1
year, with institutions of high credit quality and involve minimum procedural
formalities)

Balance at time of writing report 06/01/2011

Institution Balance Maturity Date | Rate
£'000

Bank of Scotland instant Access £9,975 Call 0.75%
Black Rock Asset Management £10,000 Call 0.65%
Goldman Sachs £9,870 Call 0.55%
Natwest £10,000 90 Day Call 1.15%
Lloyds TSB £5,000 11/08/2011 1.60%
Lloyds TSB £5,000 15/03/2011 1.17%
Santander £5,000 11/05/2011 1.33%
Santander £5,000 27/07/2011 1.80%
Total £59,845

2. Unspecified Investments (These Investments tend to be more complex,
can be for longer terms and require greater expertise to manage)

The Council does not currently hold any investments that it classifies as
unspecified.
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ANNEX 3 - TREASURY MANAGEMENT SCHEME OF DELEGATION

1. Full Council

¢ Receiving and reviewing reports on treasury management policies,
practices and activities

e Approval of annual strategy.

2. Cabinet

e Approval offamendments to the organisation’s adopted clauses,
treasury management policy statement and treasury management
practices

¢ Budget consideration and approval
e Approval of the division of responsibilities

e Receiving and reviewing regular monitoring reports and acting on
recommendations

e Approving the selection of external service providers and agreeing
terms of appointment.

3. Body/person(s) with responsibility for scrutiny - Audit Committee

¢ Reviewing the treasury management policy and procedures and
making recommendations to the responsible body.
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ANNEX 4 - THE TREASURY MANAGEMENT ROLE OF THE SECTION 151

OFFICER

The S151 officer is responsible for

Recommending clauses, treasury management policy/practices for
approval, reviewing the same regularly, and monitoring compliance

Submitting regular treasury management policy reports
Submitting budgets and budget variations

Receiving and reviewing management information reports
Reviewing the performance of the treasury management function

Ensuring the adequacy of treasury management resources and
skills, and the effective division of responsibilities within the treasury
management function

Ensuring the adequacy of internal audit, and liaising with external
audit

Recommending the appointment of external service providers.
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Agenda ltem 6

Internal Audit reports identifying significant risk or ‘of concern’:
CORPORATE MANSLAUGHTER / HEALTH SAFETY AND WELLBEING UPDATE

Audit Committee Date: 28" June 2011

Author: Head of Internal Audit
Wards Affected: None

Purpose

Members requested that at least one individual audit report be presented to each
meeting of the Committee. A report on Corporate Manslaughter was presented
to the September 2010 meeting. Members requested ‘That a further report on
progress in implementing the Management response to the Internal Audit
recommendations be submitted to the Committee in approximately 6 month’s
time.’

This report provides the update requested by Members.

Recommendation

¢ |tis recommended that the contents of the report be noted.

1 Reasons

1.1 The Council’'s Audit Committee has a strategic role to ensure that the
Council’s assurance framework is operating effectively. To this end it
should seek assurance that key areas that contribute to this framework
are operating properly.

1.2  Members requested that at least one individual audit report be presented
to each meeting of the Committee. A report on Corporate Manslaughter
was presented to the September 2010 meeting. Members requested
‘That a further report on progress in implementing the Management
response to the Internal Audit recommendations be submitted to the
Committee in approximately 6 month’s time.’

2 Detail

2.1 A report following the internal audit review of the mitigating controls in
place to prevent a case of Corporate Manslaughter was finalised on 14"
May 2010 and an overall risk assessment of ‘Of Concern’ was given.

2.2  Key recommendations made in the report to achieve the improvements
required included:

Further information on the subject of this report can be obtained from Nick Hobbs on
Direct Dial No. 01793 463940 or Email nhobbs@swindon.gov.uk.
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Internal Audit reports identifying significant risk or ‘of concern’:
CORPORATE MANSLAUGHTER / HEALTH SAFETY AND WELLBEING UPDATE

Audit Committee Date: 28" June 2011

2.3

Operations Board, Corporate Board and the Chief Executive must ensure
that urgent action is taken to ensure that there is an effective framework
and escalation process to improve the operation and consistency of health
and safety management controls within the organisation. This is to
ensure sharing of Health and Safety best practice and uniformity of
implementation.

Governance arrangements for groups within the reporting structure with
Health and Safety roles and responsibilities must be reviewed to ensure
effective communication and escalation processes.

The Corporate Health and Safety Strategy and Policy must be updated
and include the key controls identified in the Corporate Manslaughter Act.
This should also reflect organisation changes in the Council and
involvement of significant partners. An agreed project plan with RAG
indicators should be put in place to underpin delivery of the strategy with
regular progress reports to Operations Board and Corporate Board for
action where necessary.

A Health and Safety risk, relating to Corporate Manslaughter is recorded
on the Corporate Risk Register, but monitoring of the supporting
departmental and service related action plans is not considered effective
for mitigation.

The 2003 Health and Safety Strategy require all service areas and
departments to include health and safety risks on their risk registers. This
information should be forwarded to the Health, Safety and Wellbeing
Team on a regular basis for prioritisation and work planning. This will
enable the Health and Safety risks faced by the Council to be quantified
and will inform both the compliance work, training and actions required in
the Health and Safety Strategy project plan.

Health and Safety risks identified through risk registers should be co-
ordinated to form a matrix of health and safety risks around which
planning for mitigating actions can take place and responsibilities for
actions can be allocated. Using the RAG (Red, Amber, Green) status to
highlight the risks will enable officers and members at the different levels
of the revised communication / escalation structure to monitor progress
and ensure action is taken where required.

The Group Director: Business Transformation has provided an update
and will be attending the meeting to answer any questions Members
may have.

Alternative Options
e Not Applicable

Further information on the subject of this report can be obtained from Nick Hobbs on
Direct Dial No. 01793 463940 or Email nhobbs@swindon.gov.uk.
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Internal Audit reports identifying significant risk or ‘of concern’:
CORPORATE MANSLAUGHTER / HEALTH SAFETY AND WELLBEING UPDATE

Audit Committee Date: 28" June 2011

Risk Management
Financial and Procurement Implications

¢ There are no direct financial implications arising from this report however the
detailed audit report addresses the suitability of internal controls within the
systems examined.

Legal/Human Rights Implications

¢ Internal Audit is a statutory requirement of the Accounts and Audit Regulations
2006. The Internal Audit service also provides assurance to the Director of
Finance regarding the requirements of Section 151 of the Local Government
Act 1972.

Links to Corporate Plans and Policies (in particular to Swindon 2010 Promises)

o Effective systems of internal control within the Council will help to ensure that
the objectives set out One Swindon are achieved.

Consultees

The Director of Finance (Section 151 Officer) and the Director of Law and Democratic
Services (Monitoring Officer) are consulted on all reports.

Former Head of Health, Safety and Wellbeing
Former Interim Head of Performance and Risk

Appendices / Background papers
Appendix 1 — Update from Group Director: Business Transformation (To Follow)

Key Decision/Decision in Forward Plan
e Not Applicable

Further information on the subject of this report can be obtained from Nick Hobbs on
Direct Dial No. 01793 463940 or Email nhobbs@swindon.gov.uk.
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Agenda ltem 7

Draft Accounts 2010-11
AUDIT COMMITTEE Date: 28 June 2011

Author: Director of Finance
Wards Affected: All

Purpose
To provide an update on the Statement of Accounts for 2010-11.

Recommendations

The Audit Committee is asked to:
¢ Note the content of the report.

1. Reasons

1.1 The Audit Committee is the designated body for approval of the Council’s
accounts. The final accounts for Committee to approve will be placed before
you in September. Statutory regulations now require the Director of Finance /
Section 151 (S151) Officer to sign off the draft accounts by the end of 30" June
rather than have committee approval.

2. Current Position

2.1 The Swindon Borough Council accounts are required to explain in themselves
how the old UK GAAP (Generally Accepted Accounting Practice) format
balance sheet has moved to IFRS (International Financial Reporting
Standards) compliant. They also explain the material adjustments made for
transition, including the distinction between accounting changes and updating
for corrections as required under IFRS.

2.2 The accounts are required to be signed off by the S151 officer and the copy
that will be distributed prior to the committee meeting should not be assumed to
be the final draft that will go to external audit for their review. Indeed the nature
of the transition process is such that discussions with the auditors have
continued to prompt ongoing consideration of necessity of adjustments. Any
additional agreed changes will therefore need to be incorporated into the final
draft.

2.3 The SBC only section of the accounts is currently undergoing review and
checking. This will be forwarded, as Appendix 2 once the draft is complete. In
addition to the finalisation of SBC only accounts, the consolidated group
position requires inclusion. This is currently undergoing due process but
because of the impact of any change to the SBC only accounts to the group
position, it is more efficient to leave final updating until the very end, once SBC

Further information on the subject of this report can be obtained from Darren Stevens
on Direct Dial No.3323 or Email dstevens@swindon.gov.uk.
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Draft Accounts 2010-11
AUDIT COMMITTEE Date: 28 June 2011

figures are agreed. The group position will be included in the final draft that is
received by the external auditors.

2.4 Appendix 1 contains extracts from a CIPFA briefing on the impact of IFRS and
provides some commonly raised questions and answers.

3. Ongoing Process

3.1 Due to the complexities of this year’s transitional accounts, the auditors have
already begun their testing at transactional level, even though the accounts are
not yet formally sign off. This should enable some of the more routine audit
checks to be completed early in the process and leave time for review of the
transitional changes.

3.2 The audit will progress through the summer with the final accounts coming to
Audit Committee on the 20" September. The accounts will be presented after
the conclusion of the audit findings in order that Members can be fully aware of
the accounts and audit conclusions prior to formal consideration for approval.

3.3 If desired, copy of the final draft presented to Audit can be forwarded to
Committee Members upon their request in order to allow perusal through the
summer months to raise any query that may help in their understanding prior to
the formal approval process in September.

Alternative Options

e  The annual Statement of Accounts is a statutory requirement.

Risk Management

Financial and Procurement Implications
e Contained in the body of the report.

Legal / Human Rights Implications
e There are no Legal/Human Rights issues.

Links to Corporate Plans and Policies (in particular to Swindon 2010 Promises)
e None.

Consultees
e None

Background Papers and Appendices
e Appendix 1 —IFRS Q&A
e Appendix 2 — To follow

Further information on the subject of this report can be obtained from Darren Stevens
on Direct Dial No.3323 or Email dstevens@swindon.gov.uk.
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IFRS Questions & Answers

Appendix 1

The following information is adapted from the CIPFA briefing on “IFRS — How to Tell the
Story”. It explains the significant IFRS changes to some areas, or where things have actually
stayed the same, and answers some common question on IFRS.

Overview of main changes from UK GAAP to IFRS

Significant IFRS changes

Substantially the
same

Financial
Statements

New statements and amended layouts. More flexibility
- detail can be in the statements or the notes;
terminology can be amended; and the order of the
statements can be changed to suit the authority.
However, the current format of the accounts follows
the CIPFA Code Practitioner Guidance example
statements.

New formats consistent
with those used in the
SORP where this is
possible and helpful.

Purchase of None. Everything.
goods and
services
Salaries and Untaken holiday pay and similar items accrued for at Everything else.
Pensions year-end if they are material - taken in the context of

gross revenue expenditure materiality.
Government Capital grants recognised immediately (unless there Only the same for
Grants and are conditions without reasonable assurance of being | capital grants if there
Contributions met) rather than being deferred and matched to are conditions.

expenditure.

Property, Plant
and Equipment

More emphasis on component accounting than under
UK GAAP.

Everything else.
Expenditure that can be

(Fixed Assets) Impairments taken initially to the Revaluation Reserve | capitalised under IFRS
rather than Income and Expenditure — like revaluation | remains unchanged.
losses, however, as revaluation reserves have only
existed for public sector for a few years, there are few
gains in revaluation reserves to be reduced and
therefore most losses will still go through I&E.

New class of ‘assets held for sale’, for both short and
long term assets, but extremely prescribed criteria for
assets to fall into this category.

PFI Assets brought onto the balance sheet where the
authority controls the asset. Changes made in SORP
2009- no change for 2010/11

Leases 90% ‘test’ to separate finance and operating leases Everything else. IFRS
removed. retains the concept of
Property leases classified and accounted for as the finance lease /
separate leases of land and buildings. operating lease
Need to assess whether other arrangements contain distinction, and the tests
the substance of a lease. Corporate contract register carried out to classify
used in assessing significant contract arrangements. leases are substantially

the same.

Financial None — IFRS is identical to UK GAAP. Everything.

Instruments
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IFRS questions and answers

IFRS — what is it?

¢ |International Financial Reporting Standards (IFRSs) are a suite of accounting standards
used across the world. IFRS is the international equivalent of the Financial Reporting
Standards (FRSs) used until now in the UK.

Why move to IFRS?

¢ Inthe 2007 Budget, the then-chancellor announced that the UK Public Sector would
adopt IFRS, as this was seen as best practice and allowed for international comparisons
to be made.

e It was also a question of timing. The UK Accounting Standards Board (ASB) has been
reviewing the future of UK GAAP and in the short to medium term all but the smallest
organisations will be producing accounts based on IFRS.

e As aresult, CIPFA/LASAAC now produces the IFRS-based Code of Practice on Local
Authority Accounting rather than the Statement of Recommended Practice (the SORP),
and this is overseen by the Financial Reporting Advisory Board (FRAB), the independent
body that advises the Government on accounting issues, rather than the ASB.

IFRS is intended for the private sector — why are we using it?
¢ |IFRS has been developed for the private sector, but the impact of the vast majority of
transactions is the same whatever sector you are in. Where there are specific public
sector reasons to diverge from IFRS, there is a hierarchy that CIPFA/LASAAC (and
the rest of the UK public sector) follows: IFRS > IPSAS > UK GAAP

IPSAS?

¢ International Public Sector Accounting Standards. These are accounting standards
developed specifically for the public sector by the International Public Sector
Accounting Standards Board (IPSASB). The ‘rules of the road’ followed by the
IPSASB when developing IFRS-based standards mean that the requirements of
IPSAS will be the same as those under IFRS, except where there is a pressing public
sector reason to adopt a different treatment. This makes them the natural first port of
call for CIPFA/LASAAC when IFRS isn’t appropriate. There are also some IPSASs
that deal with exclusively public sector issues, and for which there is no IFRS
equivalent - such as taxation.

So why use IFRS rather than IPSAS?
e When the Treasury took the decision to follow IFRS, IPSASs were not as up to date
as IFRS and were still under development in key areas. That’'s now changed and
governments around the world are increasingly adopting IPSAS directly.

Why does IFRS change everything?

e It doesn’t. Recent UK standards have been based on IFRS, so many requirements
are unchanged. There are differences, and the work required to reflect these changes
shouldn’t be underestimated, but for many transactions, there is little or no change as
shown in the previous table.

The accounts are already too long — and IFRS will make them worse.
¢ Yes, the accounts can be long, but local authorities have a complex story to tell. IFRS
does introduce more disclosures. But notes only need to be produced if they are
material - leaving out notes that aren’t material or required by legislation is a good
start.
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Future of local public audit

AUDIT COMMITTEE Date: 26" April 2011

Author: Head of Internal Audit
Wards Affected: None

Purpose

To present Members with details of the Department for Communities and Local
Government’s Consultation Paper on the ‘Future of local public audit’ and the
responses received to date and seek any further comments from Members.

Recommendations

e That following receipt of comments from Members and Officers on the
proposals that the Audit Committee gives authority to the Head of Internal
Audit to compile the Council’s response to the Consultation Paper in liaison
with the Chair of the Audit Committee and the Council’s Monitoring Officer
and Section 151 Officer.

Reasons

1.1 To provide Members with an opportunity to contribute to the Council’s
response to the Consultation Paper on the ‘Future of public audit’ and to
review the responses received to date.

Detail
Background

2.1 The consultation paper seeks views on revised arrangements for the
audit of local public bodies, including all councils, after the abolition of
the Audit Commission.

2.2 Onthe 13 August 2010 the Secretary of State for Communities and
Local Government announced plans to disband the Audit Commission,
and refocus audit of local public bodies on helping local people hold
those bodies to account for local spending decisions, the very essence
of localism.

2.3 On 30th March 2011 the Government published a consultation
document setting out the principles for the future of local audit. It
proposes that all public bodies with a turnover exceeding £6.5m
appointing their own independent auditor. This appointment would be
made following advice from an independent audit committee.

2.4  The consultation includes fifty questions, some of which apply only to
smaller public bodies i.e. those under the £6.5m turnover threshold.
Responses to the Department for Communities and Local Government
must be submitted by 30 June 2011.
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Future of local public audit

AUDIT COMMITTEE Date: 26™ April 2011
Principles
2.5 The consultation proposes a move away from centralised inspection and

2.6

supervision, proposing instead a more locally focussed regime that is
overseen by the National Audit Office.

The consultation document states that the Government has followed four
design principles in developing the proposals for local audit:

° Localism and decentralisation — freeing up local public bodies,
subject to appropriate safeguards, to appoint their own independent
external auditors from a more competitive and open market.

o Transparency — ensuring that the results of audit work are easily
accessible to the public, helping local people to hold councils and
other public bodies to account for local spending decisions.

o Lower audit fees — achieving a reduction in the overall cost of audit.

o High standards of auditing — ensuring that there is effective and
transparent regulation of public audit, and conformity to the
principles of public audit.

Regulation of local public audit

2.7

The second section of the consultation considers the Code of Audit
Practice, formerly the responsibility of the Audit Commission, and the
need for the regulator and supervisory bodies for firms undertaking local
public audit.

Audit Committee

2.8

2.9

2.10

The Government defines larger local public bodies as those with income
and expenditure over £6.5m. It proposes that all such bodies will be
required to appoint an auditor and that this appointment will be made by
the full council on the advice of an audit committee, with opportunities for
the electorate to make an input.

It also proposes cooperation between local public bodies when
commissioning audit services, suggesting joint procurement and joint
audit committees.

The consultation gives great emphasis on a strong independent
presence on the committee. This is shown in the table below:
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Future of local public audit

AUDIT COMMITTEE Date: 26" April 2011

Structure of audit committees

We envisage that in the new system, an audit committee could be structured
in the following way:

e The chair should be independent of the local public body. The vice-
chair would also be independent, to allow for the possible absence of
the chair.

e The elected members on the audit committee should be non-
executive, non-cabinet members, sourced from the audited body and
at least one should have recent and relevant financial experience (it is
recommended that a third of members have recent and relevant
financial experience where possible).

e There would be a majority of members of the committee who were
independent of the local public body.

Independent members of the committee

When choosing an independent member of the committee, a person can only
be considered for the position if:
¢ He or she has not been a member or an officer of the local authority
within five years before the date of appointment.
¢ Is not a member nor an officer of that or any other relevant authority
Is not a relative nor a close friend of a member or an officer of the
authority
e Has applied for the appointment
Has been approved by a majority of the members of the council
¢ The position has been advertised in at least one newspaper distributed
in the local area and in other similar publications or websites that the
local authority consider appropriate.

2.11 Possible other arrangements under consideration are set out in
paragraph 3.9 of the consultation, as follows:

a) Only the chair and perhaps a minority of members are independent of
the local body.

b) A chair and a majority of members independent of the local public
body, as described above.

c) As for (b) but with independent selection of the members independent
of the local authorities.

2.12 The consultation gives great emphasis on a strong independent
presence on the committee. This is shown in the table below:

2.13 Views are also sought on the recruitment, skills and experience of

independent members along with the possibility of payment to attract
suitable candidates.
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Future of local public audit

2.14 The mandatory duties of the audit committee and the guidance needed

are also considered. It could simply have a role in making
recommendations to the full council on the engagement of an auditor
and the resignation or removal of an auditor. Other duties could be
added to the committee’s role at the council’s discretion.

We could specify a much more detailed mandatory role for the audit
committee which could include, but may not be restricted to the following:

Providing advice to the full council on the procurement and selection of
their external auditor

Setting a policy on the provision of non-audit work by the statutory
auditor

Overseeing issues around the possible resignation or removal of the
auditor

Seeking assurances that action is being taken on issues identified at
audit

Reviewing the financial statements, external auditors’
opinions/conclusions and reports to members and monitor
management action in response to the issues raised by external audit
Providing advice to the full council on the quality of service they are
receiving

Reporting annually to the full council on its activities for the previous
year

Appointment of the external auditor

2.15 Whilst the final decision on who should be appointed as external auditor

2.16

would be with Full Council, the Audit Committee would, under the
proposals, be responsible for providing advice and guidance to the
Council on the appropriate criteria for engaging an external auditor and
on how the criteria should be weighted.

The Audit Committee would get involved in evaluating the bids from
prospective external auditors, with the aim of equipping Full Council with
the means to make an informed decision.

Scope of audit and the work of auditors

2.17

The current scope of the external auditor’s work is as follows:

e To given an opinion on whether the Statement of Accounts gives a
true and fair view of the Council’s financial position and of its
income and expenditure.

o To provide a conclusion on whether the Council has proper
arrangements in place to secure value for money.
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° To review and report as appropriate on the Council’s Annual
Governance Statement and remuneration report.

o To review and report on the Whole of Government Accounts return

2.18 The consultation proposes four possible options for the scope of the
external auditor’'s work; paragraphs 4.14 to 4.25 of the consultation
paper provide full details. The options range from providing less

information to the public (option 1) in so much as the external auditor will
only report on those items detailed above with the exception of the need
to give an opinion on value for money; to councils coming in line with the
private sector and producing an annual report which the external auditor
would be required to review and provide assurance on, together with an

opinion on the financial statements (option 4). Option 3 most closely
mirrors the current arrangement.

Draft response to the consultation

2.19 The full Consultation Paper is available on:

http://www.communities.gov.uk/publications/localgovernment/local

publicauditconsult?view=Standard. A hard copy (63 pages) is also
available from the Head of Internal Audit if required.

2.20 A draft response to the Consultation Paper has been prepared and is
attached as Appendix 1. The Committee is asked to review the draft
response and consider whether they wish to ad any further comment.

Alternative Options
Not Applicable

Risk Management
Financial and Procurement Implications

o The Government’s intention is that future arrangements will reduce costs.
There is some concern that this could lead to greater risk if it impacts on
audit standards.

o There could be greater cost if payment is required to attract independent
members of the appropriate calibre.

Legal/Human Rights Implications

o EU Procurement Regulations would need to be adhered to if the proposed
regime is introduced.

Links to Corporate Plans and Policies

o Effective internal control arrangements help ensure that the Council’s
objectives are achieved.
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Consultees:

The Director of Finance (Section 151 Officer) and the Director of Law and
Democratic Services (Monitoring Officer) are consulted on all reports.

Appendices / Background papers

Appendix 1 — Draft response to the Department for Communities and Local
Government Consultation Paper on the ‘Future of local public audit’.

Key Decision/Decision in Forward Plan
Not Applicable
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Agenda ltem 9
Audit Committee: Annual Report for the year 2010/11.

AUDIT COMMITTEE Date: 28™ June 2011

Author: Head of Internal Audit
Wards Affected: None

Purpose
To present Members with the Audit Committee’s annual report for 2010/11.

Recommendation
e |tis recommended that the contents of the report be noted.

1 Reasons

1.1 Itis important to ensure that the Council has a sufficiently independent
and effective Audit Committee that follows best practice. Audit
Committees are a key component of corporate governance. The Audit
Committee is a source of assurance about the organisation’s
arrangements for managing risk, maintaining an effective control
environment, and reporting on financial and non-financial performance

1.2 The annual reports sets out what the role of the Committee is and what
work it has undertaken during 2010/11.

2 Detail

Introduction

2.1 The Council established the Audit Committee as a full Committee with
effect from May 2006, it formerly being a Sub-Committee of Scrutiny.
Whilst there is no statutory obligation to have such a Committee, they are
widely recognised as a core component of effective governance and
internal control.

Terms of Reference

2.2 The Council has a duty to ensure that it is fulfilling its responsibility for
having adequate and effective risk management, internal control and
governance arrangements for the economy, efficiency and effectiveness
of its activities. The Audit Committee has a key role in assessing the
extent to which this responsibility is being met and advising the Council on
the adequacy and effectiveness of these arrangements.
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AUDIT COMMITTEE Date: 28™ June 2011

2.3 The Committee’s Terms of Reference are to provide independent
assurance to the Council in relation to:

e The effectiveness of the Council’s risk management, internal control
and its overall assurance framework.

e The effectiveness of the Council’s financial and non-financial
performance to the extent that it might impact on the above.

¢ Reviewing the performance of the Council’s Internal Audit section

¢ Receipt and review of External Audit reports and liaison with external
auditors on significant matters identified.

e Advising upon and/or reviewing the effectiveness of any other matters
referred to the Audit Committee by the Executive, the Overview and
Scrutiny and Regulatory Committees.

e To consider, accept and take a view on the Statement of Accounts and
the Annual Governance Statement.

Membership

2.4 The membership of the Audit Committee has comprised of the following
Elected Members:
Councillor Michael Dickinson (Chair)
Councillor Des Moffatt (Vice-Chair)
Councillor Junab Ali
Councillor Mary Martin
Councillor Nick Martin
Councillor Eric Shaw
Councillor Peter Stoddart

2.5 The Director of Finance and the Head of Internal Audit regularly attend
meetings of the Committee. The Council’s External Auditors (the Audit
Commission) also attend meetings on a regular basis. Steve Jones
(Senior Committee Clerk) supports the committee.

2.6 The committee met six times during 2010/11. Committee agenda papers
and minutes are available on the Council’'s website at
www.swindon.gov.uk.

What have we done in 2010/11?

Internal Audit Assurance:

2.7 Internal Audit is a key source of assurance for both Members and officers
on the effectiveness of the Council’'s governance, risk management and

internal control arrangements. The Audit Committee has a responsibility
for ensuring the effectiveness of Internal Audit in providing this assurance.
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AUDIT COMMITTEE Date: 28™ June 2011

2.8 The Committee has received regular reports from the Head of Internal Audit
including:

e Annual Internal Audit Plan 2010/11
¢ Annual Governance Statement 2009/10
o CIPFA Benchmarking on Internal Audit
e Work on the National Fraud Initiative
¢ Review of part of the Wi-Fi project
o Effectiveness of the system of internal audit
e Approval of the terms of reference for Audit Committee
e Approval of the Head of Internal Audit's annual report
e Regular progress reports
2.9 The Committee has also received full Internal Audit reports on the
following service areas where an audit has been carried out and an
opinion of ‘significant’ or ‘of concern’ risk has been identified. For all these
reports relevant Members and officers have attended to provide

explanations and details of progress made in implementing agreed audit
recommendations:

e Payroll
e Corporate Manslaughter
e Section 106 Agreements

2.10 Members also requested the report on Section 38 Agreements. The
opinion for this audit was satisfactory giving an overall moderate risk.

External Audit Assurance — Governance and Statement of Accounts:

2.11 External Audit is an essential part of the assurance process providing an
independent opinion on the financial statements, and reviewing aspects of
governance and financial management as well as arrangements for
securing economy, efficiency and effectiveness across the Council.
External Audit works closely with Internal Audit to ensure that statutory
responsibilities are delivered.

2.12 The following reports were received from External Audit during 2010/11:
¢ Annual Audit Letter
e Annual Audit and Inspection Fee
¢ Audit Opinion plan
e Compliance with International Auditing Standards

Page 51



Audit Committee: Annual Report for the year 2010/11.

AUDIT COMMITTEE Date: 28™ June 2011

In addition to the above External Audit have also provided briefing notes
and regular progress update reports.

Other reports:

2.13 The Committee have also considered the following reports:

The Committee’s Annual report for 2009/10
Corporate Risk Management Updates
The work of other committees

Treasury Management Strategy, Prudential Indicators and Investment
Strategy

Update on the account changes and financial accounts process
Statement of Accounts 2009/10
Componentisation and IFRS update

The Future

2.14 During the coming year the Committee will further develop the assurances
they are able to provide and also their contribution to an effective control
framework.

Alternative Options

Not Applicable

Risk Management

Financial and Procurement Implications

There are no direct financial implications arising from this report.
Legal/Human Rights Implications

Internal Audit is a statutory requirement of the Accounts and Audit Regulations
2011. The Internal Audit service also provides assurance to the Director of
Finance regarding the requirements of Section 151 of the Local Government Act

1972.

Links to Corporate Plans and Policies (in particular to Swindon 2010 Promises)

Effective systems of internal control within the Council will help to ensure that the
objectives set out in the Corporate Plan and Swindon 2010 are achieved.
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Consultees:

The Director of Finance (Section 151 Officer) and the Director of Law and
Democratic Services (Monitoring Officer) are consulted on all reports.

Appendices / Background papers
None

Key Decision/Decision in Forward Plan
Not Applicable

Page 53



This page is intentionally left blank

Page 54



Agenda Item 10

Audit Committee - Terms of Reference

AUDIT COMMITTEE Date: 28" June 2011

Author: Head of Internal Audit
Wards Affected: None

Purpose

To present updated Audit Committee terms of reference and work programme
for approval.

Recommendation

e That the Audit Committee approves the revised terms of reference and
work programme.

1 Reasons

1.1 It is important that the Council has a sufficiently independent and effective
Audit Committee that follows best practice. Audit Committees are a key
component of corporate governance. They are a key source of assurance
about the organisation’s arrangements for managing risk, maintaining an
effective control environment, and reporting on financial and non-financial
performance.

1.2 It is therefore essential that the terms of reference and work programme

ensure that the Committee receives information on assurance regarding
the above areas so that it is in a position to provide assurance itself.

2 Detail
2.1 The terms of reference for Audit Committee are attached as Appendix 1.
These include the additional responsibility for oversight of treasury
management, which was agreed last year. No further amendments are
recommended
2.2 The planned work programme for the Committee for 2010/11 is attached
as Appendix 2.

Alternative Options

Not Applicable
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AUDIT COMMITTEE Date: 28" June 2011

Risk Management

Financial and Procurement Implications

There are no direct financial implications from this report.
Legal/Human Rights Implications

Internal Audit is a statutory requirement of the Accounts and Audit Regulations
2003. The Internal Audit service also provides assurance to the Director of
Finance regarding the requirements of Section 151 of the Local Government Act
1972. An Audit Committee is seen as an essential element of corporate
governance.

Links to Corporate Plans and Policies (in particular to Swindon 2010 Promises)

Effective systems of internal control within the Council will help to ensure that the
objectives set out One Swindon are achieved.

Consultees:

The Director of Finance (Section 151 Officer) and the Director of Law and Democratic
Services (Monitoring Officer) are consulted on all reports.

Appendices / Background papers
Appendix 1 — Terms of reference.

Appendix 2 — Work programme

Key Decision/Decision in Forward Plan
Not Applicable
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Terms of Reference:

The purpose of the Audit Committee is to provide independent assurance to the
Council on the following responsibilities:

(i)
(ii)

(iii)
(iv)

(v)

(vi)

the effectiveness of the Council’s risk management, internal control and it’s
overall assurance framework;

the effectiveness of the Council’s financial and non-financial performance to
the extent that it might impact upon (i) above;
reviewing the performance of the Council’s Internal Audit section

receipt and review of External Audit reports and liaison with external auditors
on significant matters identified.

advising upon and/or reviewing the effectiveness of any other matters
referred to the Audit Committee by the Executive, the Overview and Scrutiny
and Regulatory Committees.

To consider, accept and take a view on the Statement of Accounts and the
Annual Governance Statement.

(vii)  Ensuring effective scrutiny of treasury management policies and practices

including the annual investment strategy.

Accountability:

1.

The Audit Committee will be a stand alone Committee of the Council. All Audit
Committee members will act in the interests of the Council and not on behalf of
any political party, constituency, ward, or interest group.

The Chair of the Audit Committee will be appointed by Full Council, who will
ensure that relevant issues are promptly brought to the attention of the
Executive, Overview and Scrutiny and Regulatory Committees, or the Full
Council.

The Chair of the Audit Committee will present an Annual Report on the work of
the Audit Committee to the Full Council

Authority and Access:

4.

The Audit Committee has a right to request relevant information from any
Members / Officers.

The Committee can require any member of the Cabinet or, senior officer (Chief
Executive, Group Director, or Director) to attend before it to facilitate
consideration by the Committee of matters within the remit of such Member or
officer.

The Audit Committee will not be able to transact the powers, functions and duties

reserved to the Council, the Cabinet, Overview and Scrutiny and other
Regulatory Committees.

Page 57



Audit Committee APPENDIX 1

The Audit Committee will have access to in-house legal and other professional
advice.

The Chair of the Audit Committee, external and internal auditor will meet as
necessary and the Head of Internal Audit will provide necessary services /
support and assistance to the Audit Committee.

Any Member, Officer or member of the public, who has any concern covered by
the Terms of Reference of the Audit Committee, may raise the matter with the
Chair of the Committee who will obtain, if necessary, relevant advice from the
Monitoring Officer, or the Section 151 Finance Officer before taking any action
with regard to the same.

Membership

10.

11.

Audit Committee members will be appointed by the Council and consist of at
least 5 members in accordance with the rules governing political balance. A
member of the Cabinet shall not be eligible to be a member of the Audit
Committee. The Council may co-opt other non-voting members, as required.

The decisions of the Audit Committee will not be of an executive nature, and like
other Regulatory Committees, the decisions will not be the subject of Scrutiny
call-in. If any Member is concerned about any decision of the Audit Committee,
s/he should raise the matter with the Chair of the Audit Committee, the
Monitoring Officer, or the Section 151 Finance Officer and/or ask an oral question
of the Chair of the Audit Committee at the Council meeting in accordance with
relevant Standing Orders.

Attendance

12.

13.

The Audit Committee shall meet on a regular basis. Council officers and others
may attend all or part of the meeting at the invitation of the committee.
Attendees may include:

e Deputy Leader or nominee

e Chief or Deputy Chief Executive

e Director of Finance

¢ Monitoring Officer (Director of Law and Democratic Services)
e Head of Internal Audit

e An observer from the Scrutiny Committee

e Other Directors and Managers, as required

Subject to the relevant meeting complying with the Access to Information
paragraphs for the exclusion of members of the public, the Committee will meet,
at least, annually with:

e the external and internal auditors together; and/or
e in private, with the external auditor.
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Meetings

14. Subject to there being sufficient business to transact, the Audit Committee will
meet, at least, four times a year. The External Auditor, or Head of Internal Audit
may request a meeting if they consider it necessary. Appendix 2 contains an
outline Audit Committee timetable.

15. The members of the Audit Committee will commit to receiving appropriate
training and development necessary to fulfil their roles.

Quorum

16. The quorum for any meeting will be in accordance with the Council’'s Standing
Order 26 (Council Procedure).

Work Profile of the Audit Committee

17. The Audit Committee will take a strategic view on the Council’'s assurance
framework and to this end is likely to receive and advise upon the following areas
of work:

Whether there is an appropriate culture of risk management and related
control throughout the Council,

The Annual Governance Statement (AGS)

The Annual Statement of Accounts, including changes in and compliance with
accounting policies and practices, major judgemental areas and significant
adjustments resulting from the audit;

Significant changes required to Financial Regulations and the Accounting
Procedures Manual;

The framework and processes for risk assessment, analysis and
management within the Council;

The effective co-ordination between internal and external audit;

The budget needed to resource effective internal and external audit and other
responsibilities of the Audit Committee; and

Agreement of the annual Internal Audit Plan and the performance against the
completion of this plan

Ensuring effective scrutiny of treasury management policies and practices
including the annual investment strategy.

Generally, on how the Audit Committee could add value to the Council and
how it can best work with other Council bodies such as Overview and
Scrutiny and Standards.

18. To consider: Audit Activity

The Head of Internal Audit's Annual Audit report and opinion, and a summary
of Internal audit activity (actual and proposed) and the level of assurance it
can give over the Council's corporate governance arrangements.

Page 59



19.

20.

Audit Committee APPENDIX 1

Internal Audit's Charter, the Annual Plan and to monitor the management and
performance of internal audit and the delivery of the plan.

Whether the Internal Audit function is adequately resourced.
Summaries of specific Internal Audit reports.

A report from Internal Audit on agreed recommendations not implemented
within a reasonable timescale.

The External Auditor's Annual Letter, relevant reports and the report to those
charged with governance.

Specific Audit Commission reports as agreed with the External Auditor.

To review the planned programme of work with the External Auditor
commenting on the scope and depth of external audit work and to ensure that
it gives value for money.

To liase with the Audit Commission over the appointment of the Council’s
external auditor.

To receive and respond to, relevant external inspection reports and gain
assurance that agreed recommendations made have been implemented.

To commission work form internal and external audit.

To consider: Regulatory Framework

To review and advise the Cabinet on the embedding and maintenance of an
effective system of corporate governance in relation to internal control and
risk management.

To review and advise the Council on the Council’s Constitution in respect of
contract procedure rules, financial regulations etc.

To review the Council’'s assurance framework ensuring that it details the
strategic objectives of the Council identified risks to meeting these objectives,
mitigating controls and levels of assurance.

To obtain assurance from relevant bodies of the proportionality,
independence and appropriateness of the Council’s Anti-fraud and Corruption
strategy including the Whistleblowing process.

To oversee the production of the authority’s Annual Governance Statement
and to recommend its adoption.

To review the Council’'s own compliance with its own and other published
standards and controls.

To review any issue referred to it by the Chief Executive, a Director, the
Monitoring Officer, Head of Internal Audit, or any Council body.

To consider: Accounts

To consider, accept and take a view on the annual Statements of Accounts.
Specifically to consider whether appropriate accounting policies have been
followed and whether there are concerns arising from the financial statements
or from the audit that need to be brought to the attention of the Council.

To consider, accept and respond to the External Auditors’ report on the
Statement of Accounts.

Page 60



Audit Committee

Audit Committee — Draft Work Plan for 2011/12

APPENDIX 2

2011

2012

Agenda Item / Issue

June

September

November

January

April

Review of internal audit annual plan.

X

Review of internal audit progress reports and summary of key
findings.

X

X

X

Review of final accounts timetable, plans, progress and any
updates on changes to financial procedures.

X

X

N

Review of final accounts and financial statements.

(@]

Review and approval of audited final accounts and financial
statements.

rorebeg

(0]

Approval of the Annual Governance Statement

\l

External Audit:

Progress report

Annual Governance report
Annual Audit Letter

Opinion Audit Plan and Assurance from those charged with
governance

Receipt of Head of Internal Audit's annual report.

Review of the effectiveness of the system of internal audit (inc.
self-assessment of Audit Committee)

10

Agree Audit Committee terms of reference and work
programme.

11

Risk Management update and review of losses and special
payments.




Audit Committee

APPENDIX 2
2009 2010
Agenda Item / Issue June September November January April
12 | Agree Internal Audit Strategy and terms of reference X
13 | Receipt of assurance reports i.e. Performance Management; X X X X X
Standards; Overview & Scrutiny; or Monitoring Officer as
appropriate.
14 | Review of other reports and policies as appropriate e.g. X X X X X
Internal Audit reports identifying significant risks, changes to
Financial Regulations, Inspection Reports.
15 | Receipt of report on CIPFA Benchmarking exercise for X

Internal Audit

29 ebeg

Private discussions with internal and external audit can be held as required by the Audit Committee.
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Introduction

This annual report provides a summary of the work completed by Swindon Internal Audit
Services for 2010/2011 and provides the Head of Internal Audit's overall opinion on the
Council’s system of internal control.

The aim of Internal Audit is to help the Council meet high standards of service delivery,
conduct and governance by examining, evaluating and reporting on the internal control
environment. This then allows us to provide assurance and support to the:

o Audit Committee in discharging its responsibilities for:

(a) advising on the adequacy and effectiveness of the Authority’s internal control
environment in accordance with the requirements of The Accounts and Audit
Regulations 2011.

(b) supporting the Director of Finance with his delegated responsibility for ensuring
arrangements for the provision of an adequate and effective internal audit.

(c) monitoring the adequacy and effectiveness of the Internal Audit Service and
Director’s responsibility for ensuring an adequate control environment.

. Council Leader and Chief Executive in their annual certification of the Annual
Governance Statement.

o Director of Finance in discharging his statutory responsibilities under Section 151 of
the Local Government Act 1972.

o Director of Partnership, Policy and Communications in his capacity as Chair of the
Council’'s Corporate Risk Management Group.

° External Auditor in relation to our work on the managed (main financial systems)
audits.

Legal framework

Internal Audit is a statutory requirement for local authorities. There are two principal pieces
of legislation that impact upon internal audit in local authorities:

o Section 151 of the Local Government Act 1972 requires every authority to make
arrangements for the proper administration of its financial affairs and to ensure that
one of the officers has responsibility for the administration of those affairs.

o Section 6 of the Accounts and Audit Regulations 2011 (England and Wales) states
that ‘a relevant body must undertake an adequate and effective internal audit of its
accounting records and of its system of internal control in accordance with the
proper practices in relation to internal control. The Regulations also require the
Council to conduct a review of the effectiveness of its system of internal audit at
least once a year as part of its review of its review of the system of internal control.

. All principal local authorities subject to the Accounts and Audit Regulations 2011
must make provision for internal audit in accordance with the CIPFA Code of
Practice for Internal Audit in Local Government in the UK 2006.

o
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Definition of Internal Audit

Internal Audit is ‘an assurance function that provides an independent and objective opinion
to the organisation on the control environment, by evaluating its effectiveness in achieving
the organisation’s objectives. It objectively examines, evaluates and reports on the
adequacy of the control environment as a contribution to the proper, economic, efficient and
effective use of resources’ (source: CIPFA Code of Practice for Internal Audit in Local Government in the
UK 2006).

Annual Governance Statement

The outcome of the audits performed during 2010/11 help to inform Internal Audit’s overall
opinion on the adequacy of the Council’s systems of governance and internal control which
will then feed in to the Council’s Annual Governance Statement. Internal Audit is only one
of a number of areas of assurance that contribute to the Council’'s Assurance Framework.

The Accounts and Audit Regulations 2011 for local government bodies in England require
an Annual Governance Statement (AGS) to be published, in accordance with proper
practices, following the Council’s review of its system of internal control. The AGS is
required to include the following disclosures:

e an acknowledgement of responsibility for ensuring there is a sound system of
governance (incorporating the system of internal control).

¢ an indication of the level of assurance that the systems and processes that comprise the
authority’s governance arrangements can provide.

e a brief description of the key elements of the governance framework, including
reference to group activities where those activities are significant.

o a brief description of the process that has been applied in maintaining and reviewing the
effectiveness of the governance arrangements.

e an outline of the actions taken, or proposed, to deal with significant governance issues,
including an agreed action plan.

Audit Committee

It is important to ensure that the Council has a sufficiently independent and effective Audit
Committee that follows best practice. Audit Committees are a key component of corporate
governance. They are a key source of assurance about the organisation’s arrangements for
managing risk, maintaining an effective control environment, and reporting on financial and
non-financial performance. In turn Internal Audit provide a key source of assurance to the
committee as to whether controls are operating effectively. Audit Committees are not just
the concern of auditors; they are about the governance, financial reporting and financial
performance of the whole authority.

Effective corporate governance depends, in part, on a systematic strategy, framework and
processes for managing risk. Governance is also about increasing public confidence in the
objectivity and fairness of financial and other reporting. This in turn depends upon
assurance that issues raised in preparing and auditing annual accounts and other reports
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have been dealt with. It is important that local authorities have independent assurance
about the mechanisms underpinning these aspects of governance.

The existence of an independent and effective audit committee helps to convey to staff and
to the public the importance Members and Directors attach to governance arrangements
and internal control.

Swindon BC has adopted best practice in implementing a stand alone Audit Committee that
is independent of the Executive. Members promote the need for internal control and risk
management. The Chief Executive, Group Directors, Directors and other relevant officers
have attended meetings of the Committee to update Members on the progress in
implementing audit recommendations thereby helping to raise the profile of the work of
internal audit.

The Committee has an agreed set of terms of reference that encompass the
recommendations/guidance issued by CIPFA, the CAA Use of Resources and External
Audit. These terms of reference set out the following main responsibilities of the Audit
Committee:

(a) the effectiveness of the Council's risk management, internal control and its overall
assurance framework.

(b) the effectiveness of the Council’s financial and non-financial performance to the extent
that it might impact upon (a) above.

(c) reviewing the performance of the Council’s Internal Audit section.

(d) receipt and review of External Audit’s reports and liaison with external auditors on
significant matters identified.

(e) advising upon and/or reviewing the effectiveness of any other matters referred to the
Audit Committee by the Executive, the Overview and Scrutiny and Regulatory
Committees

The Committee also has the responsibility of agreeing the Council’s statement of accounts,
the Annual Governance Statement and reviewed the effectiveness of the system of internal
audit (as required by the Accounts and Audit Regulations 2006).

Members have self-assessed the Audit Committee arrangements against the Toolkit for
Local Authority Audit Committees produced by the CIPFA Better Governance Forum.

Meetings of the Committee have been well attended and Members have ensured that there
has been debate on a range of topics. The Committee has produced an annual report to
Council setting out their activity over the past year.

External Audit

The Council’s External Auditors, the Audit Commission, examine the work of Internal Audit
on an annual basis and seek to place reliance on that work when they come to audit the
Council’s financial statement of accounts.

External Audit are no longer required to carry out a full review of Internal Audit every three

years, or to refer specifically to Internal Audit, except by exception, in any of their external
reporting i.e. their Annual Governance Report or Annual Audit Letter.
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However the Audit Commission were able to confirm that they are able to place reliance on
our work (as regards to our work on financial systems) and that in their internal
documentation relating to the overall control environment they have concluded that Internal
Audit at Swindon Borough Council continues to be effective and consistently meets the
CIPFA standards.

The CIPFA standards are those set out in the CIPFA Code of Practice for Internal Audit in
Local Government in the United Kingdom (2006). The Code sets out the following eleven
standards:

e Scope of Internal Audit e Audit Strategy and Planning

¢ Independence e Undertaking Audit Work

e Ethics for Internal Auditors e Due Professional Care

e Audit Committees ¢ Reporting

¢ Relationships e Performance, Quality and Effectiveness

o Staffing, Training and Development

The section works closely with the Council’s External Auditor, the Audit Commission, to
ensure that we can provide the required assurance both as far as coverage and quality of
our work.

Internal Audit — Coverage

The level of internal audit resources required to examine all the Council’s activities far
exceed those available each year. It is, therefore, essential that the work of Internal Audit
be properly planned to ensure that maximum benefit is gained from the independent
appraisal function that internal audit provides.

Resources must be appropriately targeted by assessing the Council’s total audit needs and
preparing a plan that ensures systems are reviewed on a risk basis according to the impact
they have on service delivery.

The internal plan for 2010/11 was based to a large extent on the Council’s Corporate and
Group Directorate risk registers. These were complemented by priorities identified by
Directors and the requirements of the Director of Finance in his role as Section 151 Officer
and those of External Audit and those concerns/issues raised by internal Audit in previous
audits and our knowledge of potentially high-risk areas. The plan was submitted to
Corporate Board before being approved by the Council’'s Audit Committee.

We managed to complete 86% of the number of audits included in the plan against a target
of 92%. This coverage included 100% of the audits required by the Council’'s External
Auditors on the main financial systems.

Details of all the internal audit reports issued during 2010/11 are set out in Appendix 1.
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System of Internal Audit — Review of Effectiveness

The Accounts and Audit Regulations 2011 require the Council, at least once a year to
conduct a review of the effectiveness of its system of internal audit. The Regulations state
that a relevant body or committee should carry out the review. The Audit Committee carried
out the review in June 2011.

Internal Audit is one of the key areas of assurance for the Audit Committee and therefore it
is important that it can be assured that the system of internal audit is effective. The report
to Committee set out various areas of assurance that could be examined when considering
the effectiveness of the system. These include:

Compliance with the CIPFA Code of Practice for Internal Audit in Local
Government 2006. A self-assessment checklist taken from the Code of Practice was
presented to the Audit Committee. The checklist indicated that the Council were
adopting best practice with regard to the system of Internal Audit and the Committee
endorsed the assessment.

The Council’s External Auditor carries out an annual review of Internal Audit. These
reviews have shown that the section operates in accordance with the CIPFA Code of
Practice, that they have been able to place reliance on our work and that an effective
audit function is in place (see also the section on External Audit, above).

My overall opinion as Head of Internal Audit (see below).

Client Feedback is an important source of assurance. Is the Internal Audit service
providing what the client wants and at the right level/standard? After each audit is
completed and the report issued a customer feedback form is sent to the client manager
asking them to rate the service received as either excellent (4); good (3); average (2) or
poor (1), under a number of headings i.e. value of the audit to you as a manager;
conduct of auditor; additional comments regarding improvement to services; whether
the manager considers audit to be a supportive process. Our target is to achieve an
overall rating of at least good on 85% of the audits. From those feedback forms returned
for 2010/11 86.21% rated the audit as either ‘good’ or ‘excellent’ whilst the remaining
13.79% rated it as between ‘average’ and ‘good’, thereby exceeding our target.

Coverage - Corporate Board and the Audit Committee approve the annual audit plan. A
significant part of the plan for 2010/11 was based on the Council’'s Corporate risk
register and the Group Directorate registers that support this, thereby demonstrating
that the plan was risk-based, i.e. concentrating on risks to the Council achieving its main
objectives. In 2010/11 86% of the number of audits in the annual plan were completed
against a target of 92%. Two Principal Auditors were out for a significant period of time
during the year (one on adoption leave the other part-time officer on long-term
sickness), the adoption leave was partly accounted for when planning the audit
resources available.

Audit Committee - When looking at the system of internal audit it incorporates more
than just the internal audit section. The Audit Committee is a key element of this
process. The Audit Committee has been established as a full committee and has
adopted new terms of reference that reflect current guidance and best practice.
Members of the Committee are able to call Group Directors/Directors and indeed the
Chief Executive to account when considering individual audit reports. Members also
monitor the performance of internal audit by reviewing the Head of Internal Audit’s
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monthly update report to Committee. Members carried out a self-assessment against
the checklist provided by the CIPFA Better Governance Forum during 2010.

e Contribution by Officers — Officers contribute to individual internal audits including
agreeing the scope of the audit, providing relevant documentation, explanations and
evidence to the auditor, agreeing the audit report and providing management responses
to the recommendations. Officers also attend Audit Committee, including the Chief
Executive, Group Directors and Directors to provide updates on the progress in
implementing agreed audit recommendations and providing relevant explanations.

Having reviewed the above sources of assurance the Committee confirmed its satisfaction
with the effectiveness of the Council’'s system of internal audit and that no areas of non-
compliance with best practice had been identified.

Internal Audit - Overall Opinion

Our work in 2010/11 identified that ten (Treasury Management, Asset Management,
Housing Rents, Debtors, Cash Collection, Main Accounting, Creditors, Housing Benéefits,
Council Tax and NNDR) of the twelve main financial systems audited annually were of
moderate risk to the Council. This shows improvements in Council Tax, NNDR and
Creditors and a significant improvement in Housing Benefits.

It should be noted that the scope of the audits of Benefits, Council Tax and NNDR did not
include reference to the IT controls. These have been dealt with under a separate review
being undertaken in 2010/11.

Two systems (Payroll and Risk Management) remain of concern. Reports on these
systems have been provided to relevant managers and agreed action plans have been
produced.

The audit report for the Payroll system recognised that further improvements had been
made following the previous audit. However, the significant issue identified within the
Payroll system is that there is no authorised signatory process. The Risk Management
process is currently being reviewed and the audit opinion reflects that progress is still
required in implementing agreed recommendations.

Therefore, based on our work carried out during the year, my overall opinion is that the
Council's overall internal control arrangements during 2010/11 are considered to be
satisfactory, resulting in a ‘Moderate’ level of risk.

Our overall opinion on a system is based on both the materiality and impact of the system
and our opinion on the internal control arrangements within the system. The combination of
these factors then results in a category of risk to the Council as shown in Table 1 below:
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Table 1:

MATERIALITY AND IMPACT

SYSTEM CONTROL

1 High standard

2 Satisfactory

3 Significant improvements
required

Moderate

4 Fundamental weaknesses

identified Moderate

A number of the other areas audited during 2010/11 did indicate an ‘Of Concern’ risk to the
Council. However, it should be noted that as the audit plan is risk-based and has been
compiled with input from Directors on areas that they have concern then it is to be expected
that the level of audit opinion for these areas would be lower.

Those systems reported during the year where potentially ‘of concern’ risk to the Council
in addition to those listed above were: Payment Card Industry Standards, Property
Compliance, Section 106, Street Smart, EOTAS and Compliance with Procurement
regulations.

The key recommendations relating to these systems have been reported to Audit
Committee and full reports with agreed action plans have been reported to the relevant
Director/Group Director.

Internal Audit — Successes

In addition to achieving 100% of the fieldwork on the main financial systems as required by
External Audit, some of our other successes during 2010/11 include:

e External Audit assessment — External Audit have been able to place reliance on our
work and assessed our work as complying with the standards set out in the Code of
Practice for Internal Audit in local government in the UK.

¢ The Audit Committee has assessed that the system of internal audit is effective.

¢ FMSIS — we completed to hit the Department for Education’s targets for the external
assessment of schools prior to the removal of FMSIS in 2010. The feedback from the
schools regarding our audits (and assessments) continues to be positive.

e 86.21% of the feedback from our customers rated the audits as GOOD or
EXCELLENT, the remaining audits were ranked between above average.

e We have completed the first year of our two-year extension of our contract with the
Wiltshire and Swindon Fire Authority providing their Internal Audit service. We have
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had very good feedback on our work from both the client and their External Auditor
(KPMG).

¢ We have continued to support our staff in their continuing professional development
(CPD) and have ‘approved trainer status from the ACCA. We now have two Audit
Trainees who are progressing through the PIIA/MIIA qualifications.

Internal Audit — Whistleblowing and investigations

The Internal Audit section continues to support the Council's Whistleblowing process in
liaison with the Director of Law and Democratic Services. The section was involved in three
new whistleblowing cases during the year and four carried over from the previous year.
Reports are issued to Standards Committee on the progress of these investigations. The
investigations can be both time consuming, and lengthy. A summary of the findings relating
to the whistleblowing cases is set out below:

Ref Date Comment
reported to
Standards
WB 09/10-8 January An allegation was made regarding inappropriate staff conduct.
2010 The relevant line manager completed the initial investigation and

found that there was sufficient evidence to proceed to a
disciplinary investigation, which is currently underway.

WB 09/10-7 | April 2010 | An anonymous allegation was made regarding improper
recruitment. Internal Audit has completed an initial investigation.
This found that there was sufficient evidence to proceed to a
disciplinary investigation. A disciplinary hearing has now been
held and the employee received an informal reprimand.

WB 09/10-3| July 2010 | An anonymous allegation was received that inappropriate
awards of work had been made to a company. Internal Audit
investigated the matter and found that there was no evidence to
substantiate the claim. However, a number of recommendations
were made to improve internal control arrangements.

WB 10/11-1 July 10 An allegation was made from an employee that threats had been
made against a colleague by their manager. Internal Audit
investigated the matter and found no evidence to substantiate
the allegation.

WB 09/10-10, September | This allegation, made by an employee, is now being considered
2010 under the Council’'s Grievance Policy.

WB 09/10-11| September | Allegations were received that a manager was providing benefits
2010 to friends/colleagues to which they were not entitled The
investigation has been completed and a report issued to
management. The report raised a number of control weaknesses
and appropriate disciplinary action has been taken.

WB 09/10-12|  January This allegation related to an SCS employee and referred to
2011 events after SCS had decoupled from the Council. Therefore, the
allegation was passed over to SCS to investigate.
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Ref Date Comment
reported to
Standards
WB 09/10- January Internal Audit carried out an investigation in to a number of
13 2011 allegations made by a member of the public. A number of issues
regarding procedures were found and recommendations made to
improve internal control arrangements, accountability and to
improve transparency in the process.
WB 10/11- January Allegations relating to inappropriate conduct regarding the award
2 2011 of work to contractors were referred to the Police to investigate
who found that there was insufficient evidence with which to
proceed with an investigation.
WB 10/11- January An initial investigation identified that the allegation related to a
4 2011 Capita member of staff. The investigation was therefore passed
over to Capita to investigate who found that there was no case to
answer.

In addition to these whistleblowing cases the section has also been involved in a further
eight separate investigations.

Internal Audit - Other activity

Anti-Fraud - the Internal Audit section continues to assist in promoting an anti-fraud
and corruption culture. We have issued a quarterly Fraud Bulletin to all staff
highlighting recent scams and frauds that had occurred in both the public and private
sectors. The feedback on these documents has been encouraging. In conjunction
with the Director of Law and Democratic Services we have reviewed the Council’'s
anti-fraud and corruption strategy and whistleblowing policy. We have also produced
a Fraud Response Plan and a Fraud Awareness guide for managers.

National Fraud Initiative - The Council, via Internal Audit, has again participated in
the Audit Commission's National Fraud Initiative (NFI) as part of the statutory
external audit requirements. The NFI brings together data from across the public
sector including local authorities, NHS, the Home Office/other government
departments and other agencies to detect “matches” i.e. anomalies in the data which
may or may not be indicative of fraud, for further investigation.

For the 2010/11 exercise, data sets in respect of the following sources were
nationally obtained and matched:

Housing Benefit; Housing Tenancy; Student Loans; Payroll; lllegal immigrants;
Individuals with no recourse to public funds; Pensions; Licence holders - Taxi
Drivers, Market Traders and Alcohol; Blue Badge Records; Deceased persons;
Concessionary fares; Residential Care; Insurance and Creditor Records.

In the latest exercise the Council had 11,714 matches of which 1,396 were ‘priority
hits’. The largest savings identified to date have been in relation to people on the
housing benefit to payroll data matches.
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The scheme has identified around £450million of fraud and overpayments nationally
since 1996. More information can be obtained at: www.audit-commission.gov.uk/nfi
or from the Head of Internal Audit.

Raising Fraud Awareness — in addition to the Fraud Bulletins regular use of the
Council’'s Core Brief has also been used to raise staff awareness of the Council’s
anti-fraud and corruption strategy and whistleblowing policy.

Internal Audit staff continue to make use of fraud awareness groups, both nationally
and regionally, to maintain awareness of frauds occurring that could affect the
Council. Internal Audit has also started to roll out a series of fraud awareness
sessions for management teams.

Fraud Benchmarking and Fraud Statistics — The annual Audit Commission survey
was completed and submitted in May 2011. The survey will be used as an additional
source of information to inform Internal Audit’'s proactive fraud work.

As members of the West of England Chief Auditors Fraud Sub-Group a fraud
benchmarking exercise was undertaken in 2010 that concentrated on identifying and
comparing numbers and types of fraud and the amount of time spent on anti-fraud
activities. This will help inform the Council’s own risk assessment of fraud as well as
give an indication of the effectiveness of our anti-fraud arrangements.

e Advice and consultancy — members of the Internal Audit continue to provide
advice both during the course of audits and responding to ad-hoc queries.

e Attendance at and contribution to, working groups etc. — members of the
section continue to contribute to the development of the Council and ensuring that
we are up-to-date with best practice by attending the following committees, working
groups etc.

- Audit Committee

- Standards Committee

- Business Transformation Senior Management Team (as a guest)
- Manager’s Panel

- West of England Chief Internal Auditors Group and its sub groups —
Children Services, Adult Services, Contract Audit, 1. T. Audit and Fraud

- Western Unitaries Audit Group

Review of Performance Management and
Quality Assurance Framework

The CIPFA Code of Practice for Internal Audit in Local Government in the UK 2006 requires
that Internal Audit should have a ‘Performance Management and Quality Assurance
Framework’ and that the results of which should be included in the Head of Internal Audit’s
Annual report. The Framework has been presented to, and approved by, the Audit
Committee.

(a) Performance Management — the section’s key performance indicators are set out in
the section below.
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(b)  Quality Assurance — each individual audit report and supporting working
papers/documents are reviewed by either a Principal Auditor or the Head of Internal
Audit. Appropriate standards have been set by the Head of Internal Audit in
accordance with the Code of Practice. The file reviews ensure the audits comply with
the code’s requirements and where necessary corrective action is taken.

Internal Audit — Performance Indicators

The section had three key performance indicators in 2010/11:

o The percentage of audits completed against the number identified in the
agreed Audit Plan.

Justification for this performance indicator: to ensure that Internal Audit provides
sufficient coverage to ensure that the requirements of the Council’s section 151
Officer and External Audit are met and that Internal Audit can give sufficient
assurance to the Audit Committee regarding the Council’s systems of internal control
and the completion of the Annual Governance Statement.

Target: 92% Achievement: 86%

Therefore target not achieved in 2010/11

o The percentage of audits of the Council’s main financial systems completed
against the number identified in the agreed Audit Plan.

Justification for this performance indicator: fo ensure that Internal Audit provides
sufficient coverage and assurance to the Council’s External Auditors regarding the
systems of controls in place in relation to the main financial systems.

Target: 100% Achievement: 100%

Therefore target achieved in 2010/11

e 85% of feedback forms rated the audit as GOOD or EXCELLENT.

Justification for this performance indicator: to ensure that Internal Audit provides
sufficient the level of service required by its clients.

Target: 85% Achievement: 86.21% (the other 13.79% rated the
service as above average)

Therefore target achieved in 2010/11
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Acknowledgement

| would like to take this opportunity to thank all Members and Officers for their help in
putting the audit plans together and for the courtesy shown to members of the audit section
during the course of their reviews.

We do try and make the audit process as constructive and positive as possible by working
with Members and Officers. | would welcome any feedback you may have on our
performance both on individual audits (where customer feedback forms are provided), or
generally. We are always looking to improve our service.

Many thanks,

Nick Hobbs
Head of Internal Audit
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Agenda ltem 12

Audit Committee: Effectiveness of the system of Internal Audit
Audit Committee Date: 28™ June 2011

Author: Head of Internal Audit

Wards Affected: None

Purpose

In order to comply with The Accounts and Audit (Amendment) (England)
Regulations 2011 the Council must, at least once a year, conduct a review of
the effectiveness of its system of internal audit.

Recommendation

¢ |tis recommended that the Audit Committee agree that they should carry
out this review of effectiveness.

¢ |tis recommended that Members review the effectiveness of internal audit
using the sources of assurance detailed in this report and against the
checklist provided in the CIPFA Code of Practice for Internal Audit in
Local Government in the UK 2006 (see Appendix A attached) and the
CIPFA Audit Committee Toolkit self-assessment checklist.

¢ |tis recommended that where Members note any non-compliance with
best practice they request the Head of Internal Audit to bring back a future
meeting of the Committee details of changes to procedures or
amendments to documents for approval.

1 Reasons

1.1 The Accounts and Audit Regulations 2011 state that ‘the relevant body shall,
at least once in each year, conduct a review of the effectiveness of its system
of internal audit’. The regulations go on to state that the findings of this review
be considered by a committee of the relevant body, or by members of the
relevant body as a whole, as part of the wider consideration of an
organisation’s system of internal control.

1.2 Internal Audit is one of the key areas of assurance for the Audit Committee
and therefore has a significant impact on the Council’'s Annual Governance
Statement. It is important that the Committee can be assured that the system
for Internal Audit itself is effective.

Further information on the subject of this report can be obtained from Nick Hobbs on
Direct Dial No. 01793 463940 or Email nhobbs@swindon.gov.uk.
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Audit Committee: Effectiveness of the system of Internal Audit
Audit Committee Date: 28™ June 2011

1.3  The regulations and guidance relating to the assessment of the system of
internal audit allow for different methods of review but it is accepted that
where an Audit Committee exists that this would be an appropriate body to
conduct the review.

2 Detail
Introduction
2.1 The Audit Committee is considered to be an appropriate body to review the
effectiveness of the system of internal control, although other methods of
review can be considered.
2.2 This report sets out various areas of assurance that the Audit Committee can
look to rely on when reviewing whether the system of internal audit is

effective.

The Accounts and Audit (Amendment) (England) Regulations 2011

2.3  The Accounts and Audit Regulations have put greater emphasis on internal
audit’s role beyond looking at just financial controls.

2.4 Internal Audit is therefore a key source of assurance to the Audit Committee
when it considers the Council’s Annual Governance Statement (a requirement
of the regulations).

2.5 The Annual Governance Statement will be presented to Audit Committee in
September before being signed off by the Leader and Chief Executive.

CIPFA Code of Practice for Internal Audit in Local Government in the UK 2006.

2.6 This publication updates the 2003 Code. It reflects the changes arising from
the amendments to the Accounts and Audit Regulations in 2006 and practice
relating to corporate governance that further emphasise the importance of
internal audit to the proper management of organisations. It more closely
aligns practice with current approaches for auditors, particularly in respect of
developments in risk management and the impact on planning internal audit
activity.

2.7  All principal local authorities’ internal audit sections should comply with the
requirements set out in this Code.

2.8 The Code of Practice contains eleven standards as follows:
e Scope of Internal Audit

¢ Independence

Further information on the subject of this report can be obtained from Nick Hobbs on
Direct Dial No. 01793 463940 or Email nhobbs@swindon.gov.uk.
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Audit Committee Date: 28" June 2011

2.9

e Ethics for Internal Auditors

e Audit Committees

¢ Relationships

e Staffing, Training and Continuing Professional Development

¢ Audit Strategy and Planning

e Undertaking Audit Work

e Due Professional Care

e Reporting

e Performance, Quality and Effectiveness

These standards are summarised in a checklist that is attached as Appendix
1. The Head of Internal Audit has completed answers to the checklist that

members of the Audit Committee are asked to consider as part of their review
of the effectiveness of Internal Audit.

Director of Finance

2.10

The Director of Finance has stated that: ‘as Director of Finance | am satisfied
that the current system for internal audit provides me with the necessary
assurance regarding the Council's internal control arrangements’.

External Audit

2.1

2.12

2.13

2.14

Last year the Government announced that the Audit Commission’s
Comprehensive Area Assessment (CAA) regime was to cease and, as a
result, the External Auditor’s requirement to provide a Use of Resources
scored judgement was removed. However, they have reported in the past that
‘Internal control is generally strong with an effective Internal Audit .

The last assessment of the arrangements regarding Internal Control under
CAA (UoR section 4.2) were rated as a level 3 i.e. performing well —
consistently above minimum requirements.

External Audit are no longer required to carry out a full review of Internal Audit
every three years, or to refer specifically to Internal Audit, except by
exception, in any of their external reporting i.e. their Annual Governance
Report or Annual Audit Letter.

However the Audit Commission were able to confirm that they are able to
place reliance on the work of Internal Audit (as regards to our work on
financial systems) and that in their internal documentation relating to the
overall control environment they have concluded that Internal Audit at

Further information on the subject of this report can be obtained from Nick Hobbs on
Direct Dial No. 01793 463940 or Email nhobbs@swindon.gov.uk.
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Swindon Borough Council continues to be effective and consistently meets
the CIPFA standards.

2.15 The CIPFA standards are those set out in the CIPFA Code of Practice for
Internal Audit in Local Government in the United Kingdom (2006). The Code
sets out the following eleven standards:

e Scope of Internal Audit e Audit Strategy and Planning

¢ Independence e Undertaking Audit Work

e Ethics for Internal Auditors e Due Professional Care

e Audit Committees e Reporting

e Staffing, Training and e Performance, Quality and
Development Effectiveness

e Relationships

2.16 The Internal Audit section works closely with the Council’'s External Auditor,
the Audit Commission, to ensure that we can provide the required assurance
both as far as coverage and quality of our work.

2.17 Members can gain assurance from the Council’'s External Auditor that the
Council has an effective Internal Audit.

Client Feedback

2.18 After each audit is completed and the report finalised a customer feedback
form is sent to the client manager asking them to rate the service they
received as either excellent (4); good (3); average (2); poor (1) under a
number of headings i.e.

¢ Value of the audit to you as a manager: pre-audit arrangements; coverage
of audit; timeliness of report; accuracy and clarity of report; practicality of
recommendations.

e Conduct of auditor: professionalism of approach; communication skills;
timeliness, competency and manner of auditor; friendliness, helpfulness
and approachability.

¢ Additional comments regarding improvement to services.

¢ Whether the manager considers audit to be a supportive process.

Further information on the subject of this report can be obtained from Nick Hobbs on
Direct Dial No. 01793 463940 or Email nhobbs@swindon.gov.uk.
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Audit Committee

Date: 28" June 2011

2.19 Our target is to achieve an overall rating of at least 3 (good) in over 85% of
the customer feedback forms we receive. From those feedback forms
returned for 2010/11 our average score was 3.31. 86.21% rated the service
as either ‘GOOD’ or ‘EXCELLENT’. The remaining 13.79% rated the service
as above average. Detailed results are as follows:

Area of assessment Score
[excellent (4); good (3);
average (2); poor (1)]
Pre-audit arrangements 3.07
Scope of audit 3.17
Timeliness of report 3.00
Accuracy of report 3.17
Practicality of recommendations 3.03
Professionalism of audit staff 3.66
Communication skills 3.48
Competence, manner, timeliness of auditor 3.45
Friendliness, helpfulness, approachability 3.72
Average score: 3.31

2.20 This shows that clients are happy with the service provided to them by

Internal Audit.

Coverage

2.21 Corporate Board and the Audit Committee approve the annual audit plan. The
client makes a significant contribution to the audit plan. A significant part of
the plan for 2010/11 was based on the Council’s Corporate risk register and
the Group Directorate plans that supported this thereby demonstrating that
the plan was risk-based i.e. concentrating on risks to the Council achieving its

main objectives.

2.22 86% of the planned number of audits from the 2010/11 audit plan were

completed.

Audit Committee

2.23 When looking at the system of internal audit it incorporates more than just the
internal audit section. The Audit Committee is a key element of this process.
The Audit Committee has been established as a full committee and has
adopted terms of reference that reflect current guidance and best practice.

Further information on the subject of this report can be obtained from Nick Hobbs on
Direct Dial No. 01793 463940 or Email nhobbs@swindon.gov.uk.
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2.24

2.25

2.26

Members of the Committee are able to call Group Directors/Directors and
indeed the Chief Executive to account when considering individual audit
reports.

Members also monitor the performance of internal audit by reviewing the
Head of Internal Audit’s monthly update report to Committee.

Formal guidance on the expected role of an Audit Committee was published
by CIPFA in 2005 entitled ‘Audit Committees — Practical Guidance for Local
Authorities’. Members have assessed the Committee against this guidance

annually since its publication (see Appendix 2).

Alternative Options

Not Applicable

Risk Management
Financial and Procurement Implications

e There are no direct financial implications arising from this report however
individual audit reports address the suitability of internal controls within the
systems examined.

Legal/Human Rights Implications

¢ Internal Audit is a statutory requirement of the Accounts and Audit
Regulations 2003. The Internal Audit service also provides assurance to
the Director of Finance regarding the requirements of Section 151 of the
Local Government Act 1972. The Accounts and Audit (Amendment)
(England) Regulations 2011 the Council must, at least once a year,
conduct a review of the effectiveness of its system of internal audit.

Links to Corporate Plans and Policies (in particular to Swindon 2010 Promises)

e [nternal Control, Audit Committee and the Statement on Internal Control all
feature significantly in the CPA Use of Resources Assessment.

o Effective systems of internal control within the Council will help to ensure
that the objectives set out in the Corporate Plan and Swindon 2010 are
achieved.

Consultees

The Director of Finance (Section 151 Officer) and the Director of Law and Democratic
Services (Monitoring Officer) are consulted on all reports.

Further information on the subject of this report can be obtained from Nick Hobbs on
Direct Dial No. 01793 463940 or Email nhobbs@swindon.gov.uk.
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Appendices / Background papers
Appendix 1: Internal Audit Compliance with Code of Practice

Appendix 2: Audit Committee Self-Assessment Checklist

Key Decision/Decision in Forward Plan
Not Applicable

Further information on the subject of this report can be obtained from Nick Hobbs on
Direct Dial No. 01793 463940 or Email nhobbs@swindon.gov.uk.
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e

APPENDIX 1. CHECKLIST — COMPLIANCE WITH THE CODE

Please tick to indicate Y = YES, P = PARTIAL, N = NO. Where ‘partial’ or ‘no’, you should give reasons for any non-
compliance, and any compensating measures in place or actions in progress to address this.

Ref. Refers to paragraph number in the code.

Ref Adherence to the Standard Y P N |Evidence
1 Scope of Internal Audit
11 Terms of Reference
1.1.1 Do terms of reference:
(a) establish the responsibilities and objectives of Internal Audit? v Terms of Reference
(b) establish the organisational independence of Internal Audit? v
(c) establish the accountability, reporting lines and relationships between
the Head of Internal Audit and: v
(i) those charged with governance?
(i) those parties to whom the Head of Internal Audit may report? Y
(d) recognise that Internal Audit’s remit extends to the entire control
environment of the organisation? Y
(e) identify Internal Audit’s contribution to the review of the effectiveness of
the control environment? Y
(f) require and enable the Head of Internal Audit to deliver an annual audit
opinion? v
(g) define the role of Internal Audit in any fraud-related or consultancy work Y
(see also 1.3.2)?
(h) explain how Internal Audit’s resource requirements will be assessed?
(i) establish Internal Audit’s right of access to all records, assets, personnel Y
and premises, including those of partner organisations, and its authority
to obtain such information and explanations as it considers necessary to
fulfil its responsibilities? Y
1.12 |Does the Head of Internal Audit advise the organisation on the content and Y This is part of that
the need for subsequent review of the terms of reference? process.
1.1.3 |Have the terms of reference been formally approved by the organisation? Y Audit Committee
agreed Audit Charter
1.1.3 | Are terms of reference regularly reviewed? Y
1.2 Scope of Work
1.2.1 | Are the organisation’s assurance, risk management arrangements and Y Risk mgmt audited
monitoring mechanisms taken into account when determining Internal Audit's a”g“ggy- .Ckorpo.ratte
work and where effort should be concentrated? and L rsk registers
used in audit planning.
1.2.3 | Where services are provided in partnership has the Head of Internal Audit Not Applicable
identified:
(a) how assurance will be sought?
(b) agreed access rights where appropriate?
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1.3 Other Work

1.3.1 | Where Internal Audit undertakes consultancy and/or fraud and corruption Auditors have received
work, does it have the: regular fraud training.
(a) skills, and
(b) resources
to do this?

1.3.2 | Do the terms of reference define Internal Audit’s role in:

(a) fraud and corruption?
(b) consultancy work?

1.4 Fraud and Corruption

1.42 |Has the Head of Internal Audit made arrangements, within the organisation’s Stated in revised Ant-
anti-fraud and anti-corruption policies, to be notified of all suspected or Er"’l‘,“d and Corruption
detected fraud, corruption or impropriety? olicy

2 Independence

21 Principles of Independence

211 Is Internal Audit:

(a) independent of the activities it audits?
(b) free from any non-audit (operational) duties?

2.1.2 | Where internal audit staff have been consulted during system, policy or Where suitable
procedure development, are they precluded from reviewing and making resources allow.
comments during routine or future audits?

2.2 Organisational Independence

2.21 Does the status of Internal Audit allow it to demonstrate independence?

2.2.2 |Does the Head of Internal Audit have direct access to:

(a) officers?
(b) members?

2.2.2 |Does the Head of Internal Audit report in his or her own name to members
and officers?

2.2.3 |(a) Isthere an assessment that the budget for Internal Audit is adequate? Draft plan is drawn up
(b) Does any budget delegated to service areas ensure that: |nd|cat|ng audits Ithatd

(i) Internal Audit adherence to the Code is not compromised? gig ?ﬂim?tggmp ete

(i) the scope of Internal Audit is not affected? N/A |resource. The plan is

(iii) Internal Audit can continue to provide assurance for the Statement N/A | approved by Corporate
on Internal Control? N/A | Board and Audit

Committee
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23 Status of the Head of Internal Audit

2.3.1 |Is the Head of Internal Audit managed by a member of the corporate Y Chief Executive
management team?

2.5 Independence of Internal Audit Contractors

251 Does the planning process recognise and tackle potential conflicts of interest Y
where contractors also provide non-internal audit services?

2.6 Declaration of Interest

26.1 Do audit staff make formal declarations of interest? Y

26.2 Does the planning process take account of the declarations of interest Y
registered by staff?

3 Ethics for Internal Auditors

3.1 Purpose

3.1.1 Does the Head of Internal Audit regularly remind staff of their ethical Y
responsibilities?

3.2 Integrity

3.2.1 Has the internal audit team established an environment of trust and Y
confidence?

3.21 Do internal auditors demonstrate integrity in all aspects of their work? Y

3.3 Objectivity

3.3.2 | Are internal auditors perceived as being objective and free from conflicts of Y
interest?

3.3.3 |Is atime period set by the Head of Internal Audit for staff where they do not Y At least a year.
undertake an audit in an area where they have had previous operational
roles?

3.3.4 | Are staff rotated on regular/annually audited areas? Y

3.4 Competence

3.4.1 Does the Head of Internal Audit ensure that staff have sufficient knowledge
of:
(a) the organisation’s aims, objectives, risks and governance Y

arrangements?

(b) the purpose, risks and issues of the service area? Y
(c) the scope of each audit assignment? Y
(d)relevant legislation and other regulatory arrangements that relate to the Y

audit?
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3.5 Confidentiality
3.51 Do internal audit staff understand their obligations in respect to Y
confidentiality?
4 Audit Committees
4.1 Purpose of the Audit Committee
411 Does the organisation have an independent audit committee? Y
4.2 Internal Audit’s Relationship with the Audit Committee
421 Is there an effective working relationship between the audit committee and Y
Internal Audit?
4.2.2 |Does the committee approve the internal audit strategy and monitor Y
progress?
4.2.2 |Does the committee approve the annual internal audit plan and monitor Y
progress?
424 |Does the Head of Internal Audit:
(a) attend the committee and contribute to its agenda? z
(b) participate in the committee’s review of its own remit and effectiveness?
(c) ensure that the committee receives and understands documents that
describe how Internal Audit will fulfill its objectives? Y
(d) report on the outcomes of internal audit work to the committee?
(e) establish if anything arising from the work of the committee requires Y
consideration of changes to the audit plan, or vice versa?
(f) present the annual internal audit report to the committee? Y
Y
425 Is there the opportunity for the Head of Internal Audit to meet privately with Y
the audit committee?
5 Relationships
5.1 Principles of Good Relationships
5.1.2 |lIs there a protocol that defines the working relationship for Internal Audit
with:
(a) management? Y
(b) other internal auditors?
(c) external auditors? Y
(d) other regulators and inspectors?
(e) elected members? Y
5.2 Relationships with Management
521 Does the Head of Internal Audit seek to maintain effective relationships Y

between internal auditors and managers?
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5.2.2 |Is the timing of audit work planned in conjunction with management?
5.3 Relationships with Other Internal Auditors
5.31 Do arrangements exist with other internal auditors that include joint working, N/A
access to working papers, respective roles and confidentiality?
5.4 Relationships with External Auditors
542 |lsit possible for Internal Audit and External Audit to rely on each other’s
work?
5.4.3 | Are there regular meetings between the Head of Internal Audit and the
External Audit Manager?
5.4.3 |Are the internal and external audit plans co-ordinated?
5.5 Relationships with Other Regulators and Inspectors
5.5.1 |Has the Head of Internal Audit sought to establish a dialogue with the Ext Audit & BFI - yes.
regulatory and inspection agencies that interact with the organisation? Others —no.
5.6 Relationships with Elected Members
5.6.1 Do the terms of reference for Internal Audit define the channels of
communication with members and describe how such relationships should
operate?
5.6.1 Does the Head of Internal Audit maintain good working relationships with
members?
6 Staffing, Training and Continuing Professional Development
6.1 Staffing Internal Audit
6.1.1 Is Internal Audit appropriately staffed (numbers, grades, qualifications,
personal attributes and experience) to achieve its objectives and comply with
these standards?
6.1.1 Does the Head of Internal Audit have access to appropriate resources where
the necessary skills and expertise are not available within the internal audit
team?
6.1.2 |Is the Head of Internal Audit professionally qualified and experienced? FCCA and MIIA exam
qualified.
6.1.2 |Does the Head of Internal Audit have wide experience of internal audit and 25 plus years IA
management? experience. 15years
management
experience.
6.1.3 |(a) Do all internal audit staff have up-to-date job descriptions?
5
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Evidence

(b) Are there person specifications that define the required
qualifications, competencies, skills, experience and personal attributes for
internal audit staff?

6.2

Training and Continuing Professional Development

6.2.1

(a) Has the Head of Internal Audit defined the skills and competencies for
each level of auditor?

(b) Are individual auditors periodically assessed against these
predetermined skills and competencies?

(c) Are training or development needs identified and included in an
appropriate ongoing development programme?

(d) Is the development programme recorded, regularly reviewed and
monitored.

In JDs and at
appraisals

IIP also ACCA
approved trainer.

6.2.2

Do individual auditors maintain a record of their professional training and
development activities?

Audit Strategy and Planning

Audit Strategy

(a) Is there an internal audit strategy for delivering the service?
(b) Is it kept up to date with the organisation and its changing priorities?

<<

Does the strategy include:

(a) Internal Audit objectives and outcomes?

(b) how the Head of Internal Audit will form and evidence his or her opinion
on the control environment?

(c) how Internal Audit’'s work will identify and address local and national
issues and risks?

(d) how the service will be provided, ie internally, externally, or a mix of the
two?

(e) the resources and skills required to deliver the strategy?

< < =< =< <

Has the strategy been approved by the audit committee?

7.2

Audit Planning

7.21

Is there a risk-based plan that is informed by the organisation’s risk
management, performance management and other assurance processes?

7.21

Where the risk management process is not fully developed or reliable, does
the Head of Internal Audit undertake his or her own risk assessment
process?

7.21

Are stakeholders consulted on the audit plan?

7.2.2

Does the plan demonstrate a clear understanding of the organisation’s
functions?
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7.2.3 |Does the plan:
(a) cover a fixed period of no longer than one year? Y
(b) outline the assignments to be carried out? Y
(c) prioritise assignments? Y
(d) estimate the resources required? Y
(e) differentiate between assurance and other work? Y
(f) allow a degree of flexibility? v
7.2.4 |lfthere is an imbalance between the resources available and resources Corporate Board and
needed to deliver the plan, is the audit committee informed of proposed AC made aware of
solutions? audits notinc. in
i 2011/12 plan.
7.2.4 |Has the plan been approved by the audit committee? Y
7.2.5 |If significant matters arise that jeopardise the delivery of the plan, are these Y
addressed and reported to the audit committee?
8 Undertaking Audit Work
8.1 Planning
8.1.1 (a) Is a brief prepared for each audit? Y
(b) Is the brief discussed and agreed with the relevant managers? Y
8.1.1 Does the brief set out:
(a) objectives? ¥
(b) scope? Y
(c) timing? v
(d) resources? Y
(e) reporting requirements?
8.2 Approach
8.21 Is a risk-based audit approach used? Y
8.2.3 |Does the audit approach show when management should be informed of Y
interim findings where key (serious) issues have arisen?
8.2.4 |Does the audit approach include a quality review process for each audit? Y
8.3 Recording Audit Assignments
8.3.1 Has the Head of Internal Audit defined a standard for audit documentation Y
and working papers?
8.3.1 Do quality reviews ensure that the defined standard is followed consistently Y
for all audit work?
8.3.2 | Are working papers such that an experienced auditor can easily:
(a) identify the work that has been performed? ¥
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(b) re-perform it if necessary?
(c) see how the work supports the conclusions reached?

8.3.3

Is there a defined policy for the retention of all audit documentation, both
paper and electronic?

8.3.3

Do all retention and access policies conform to appropriate legislation, ie
Data Protection Act, Freedom of Information Act, etc and any organisational
requirements?

8.3.3

Is there an access policy for audit files and records?

Due Professional Care

9.2

Responsibilities of the Individual Auditor

9.2.1

Are there documents that set out the requirements on all audit staff in terms

of:

(a) being fair and not allowing prejudice or bias to override objectivity?

(b) declaring interests that could be perceived to be conflicting or could
potentially lead to conflict?

(c) receiving and giving gifts and hospitality from employees, clients,
suppliers or third parties?

(d) using all reasonable care in obtaining sufficient, relevant and reliable
evidence on which to base conclusions?

(e) being alert to the possibility of intentional wrongdoing, errors or
omissions, poor value for money, failure to comply with management
policy or conflict of interest?

(f) having sufficient knowledge to identify indicators that fraud or corruption
may have been committed?

(g) disclosing all material facts known to them which, if not disclosed, could
distort their reports or conceal unlawful practice?

(h) disclosing any non-compliance with these standards?

(i) not using information they gain in the course of their duties for personal
use?

9.3

Responsibilities of the Head of Internal Audit

9.3.1

Has the Head of Internal Audit established a monitoring and review
programme to ensure that due professional care is achieved and
maintained?

9.3.2

Are there systems in place for individual auditors to disclose any suspicions
of fraud, corruption or improper conduct?

Council w/blowing
process.

10

Reporting

10.1

Principles of Reporting

10.1.1

Is an opinion on the control environment and risk exposure given in each

8
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audit report?
10.1.3 | Has the Head of Internal Audit determined the way in which Internal Audit Y
will report?
10.1.4 |Has the Head of Internal Audit set out the standards for internal audit Y
reporting?
10.1.5 | Are there laid-down timescales for reports to be issued? Y Pls set to monitor.
10.2 Reporting on Audit Work
Do the reporting standards include:
10.1.4 |(a) format of the reports? $
10.1.4 |(b) quality assurance of reports? Y
10.2.2 |(c) the need to state the scope and purpose of the audit? Y
10.2.1 |(d) the requirement to give an opinion?
10.1.4 |(e) process for agreeing reports with the recipient? Y
10.2.1 |(f) an action plan or record of points arising from the audit and, where
appropriate, of agreements reached with management together with Y
appropriate timescales?
10.2.3 | Does the audit reporting process include discussion and agreement of Y
reports?
10.2.4 |Has the Head of Internal Audit determined a process for prioritising Y
recommendations according to risk?
10.2.5 |Are areas of disagreement recorded appropriately? Y
10.2.5 |Are those weaknesses giving rise to significant risks that are not agreed Y
drawn to the attention to senior management?
10.2.6 |ls the circulation of each audit report determined when preparing the audit Y
brief?
10.2.6 |(a) Does the reporting process include details of circulation of that particular Y
audit report? y
(b) Is this included in the brief for each individual audit?
10.2.7 | Does the Head of Internal Audit have mechanisms in place to ensure that:
(a) recommendations that have a wider impact are reported to the
appropriate forums? v
(b) risk registers are updated? Now part of the QBR
Y process
10.3 Follow-up Audits and Reporting
10.3.1 | Has the Head of Internal Audit defined the need for and the form of any Y
follow-up action?
10.3.2 |Has the Head of Internal Audit established appropriate escalation Y Working in to QBR

9
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procedures for internal audit recommendations not implemented by the process
agreed date?

10.3.3 | Where appropriate, is a revised opinion given following a follow-up audit and
reported to management?

10.3.4 | Are the findings of audits and follow-ups used to inform the planning of future
audit work?

10.4 Annual Reporting and Presentation of Audit Opinion

10.4.1 | Does the Head of Internal Audit provide an annual report to support the
Statement on Internal Control?

10.4.2 | Does the Head of Internal Audit’s annual report:

(a) include an opinion on the overall adequacy and effectiveness of the
organisation’s control environment?

(b) disclose any qualifications to that opinion, together with the reasons for
the qualification?

(c) present as summary of the audit work from which the opinion was
derived, including reliance placed on work by other assurance bodies?

(d) draw attention to any issues the Head of Internal Audit judges
particularly relevant to the preparation of the Statement on Internal
Control?

(e) compare the actual work undertaken with the planned work and
summarise the performance of the internal audit function against its
performance measures and targets?

(f) comment on compliance with the standards of the Code?

(g) communicate the results of the internal audit quality assurance
programme?

10.4.3 |Has the Head of Internal Audit made provision for interim reporting to the QBR and monthly AC
organisation during the year? meetings

11 Performance, Quality and Effectiveness

111 Principles of Performance, Quality and Effectiveness

11.1.1 |ls there an audit manual? Currently being

updated

11.1.1 | Does the audit manual provide guidance on:

(a) carrying out day-to-day audit work?

(b) complying with the Code?

11.1.1 |ls the audit manual reviewed regularly and updated to reflect changes in In process of being
working practices and standards? reviewed.

11.1.2 | Does the Head of Internal Audit have arrangements in place to assess the This report is part of

performance and effectiveness of:
(a) each individual audit?
(b) the internal audit service as a whole?

the process; also part
of CIPFA Bench-
marking club (results
reported to Audit cmte

10
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11.2 Quality Assurance of Audit Work
11.2.1 | Does the Head of Internal Audit have a process in place to ensure that work Y
is allocated to auditors who have the appropriate skills, experience and
competence?
11.2.2 | Does the Head of Internal Audit have a process in place to ensure that all staff Y
are supervised appropriately throughout all audits?
11.2.2 | Does the supervisory process cover:
(a) monitoring progress? z
(b) assessing quality of audit work?
(c) coaching staff? Y
11.3 Performance and Effectiveness of the Internal Audit Service
11.3.1 | Does the Head of Internal Audit have a performance management and Y
quality assurance programme in place?
11.3.2 | Does the performance management and quality assurance framework
include as a minimum:
(a) acomprehensive set of targets to measure performance:
(i) which are developed in consultation with appropriate parties? Y
(i) which are included in service level agreements, where appropriate? | N/A
(iii) against which the Head of Internal Audit measures, monitors and Y
reports appropriately on progress?
(b) user feedback obtained for each individual audit and periodically for the Y
whole service?
(c) a periodic review of the service against the strategy and the Y
achievement of its aims and objectives, the results of which are used to
inform the future strategy?
(d) Internal quality reviews to be undertaken periodically to ensure Y
compliance with this Code and the audit manual?
(e) an action plan to implement improvements? Y
11.3.3 | Does the Head of Internal Audit compare the performance and the Y
effectiveness of the service over time, in terms of both the achievement of
targets and the quality of the service provided to the user?
11.3.1 | Do the results of the performance management and quality assurance
programme evidence that the internal audit service is:
(a) meeting its aims and objectives? Y
(b) compliant with the Code? Y
(c) meeting internal quality standards? Y
(d) effective, efficient, continuously improving? Y
(e) adding value and assisting the organisation in achieving its objectives? Y
11.3.4 | Does the Head of Internal Audit report on the results of the performance Y
management and quality assurance programme in the annual audit report?
11.3.5 | Does the Head of Internal Audit provide evidence from his or her review of the Y Part of this report.

performance and quality of the internal audit service to the organisation for
consideration as part of the annual review of the effectiveness of the system of

11
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internal audit?

12
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Appendix 2

ESTABLISHMENT, OPERATION AND DUTIES

Role and remit

Priority | Issue Yes No N/A | Comments

1 Does the audit committee have written Yes Due for review in June 2011.

terms of reference?

1 Do the terms of reference cover the core Yes Considered and implemented

functions of an audit committee as identified as part of the last review.
in the CIPFA guidance?

1 Are the terms of reference approved by the | Yes Approved by Cabinet.

council and reviewed periodically?
1 Has the audit committee been provided with | Yes
sufficient membership, authority and
resources to perform its role effectively and
independently?

1 Can the audit committee access other Yes
committees and full council as necessary?

1 Does the authority’s statement on internal Yes Referred to in SIC including
control (SIC) include a description of the establishment as a full
audit committee’s establishment and committee. However, more
activities? detail can be included on the
Note: SIC now replaced by the annual Audit Committee’s activities.
governance statement.

2 Does the audit committee periodically Yes Was completed March 2010

assess its own effectiveness? and will be again in June 2011.
2 Does the audit committee make a formal Yes On agenda for June 2011
annual report on its work and performance meeting.
during the year to full council?
Membership, induction and training
1 Has the membership of the audit committee | Yes
been formally agreed and a quorum set?

1 Is the chair independent of the executive Yes Chair is Clir Michael Dickinson

function? who is not a Cabinet member.

1 Has the audit committee chair either Yes

previous knowledge of, or received
appropriate training on, financial and risk
management, accounting concepts and
standards, and the regulatory regime?

1 Are new audit committee members provided | Yes Training was given during

with an appropriate induction? 2010/11. Need to develop
further.

1 Have all members’ skills and experiences No Not formally.

been assessed and training given for
identified gaps?

1 Has each member declared his or her Yes Requirement of all Members.

business interests? Also requirement at the start of
each meeting.

2 Are members sufficiently independent of the | Yes

other key committees of the council?

1 Does the audit committee meet regularly? Yes Plan to meet five times this
yearCurrent meets six times a
year.

1 Do the terms of reference set out the Yes

frequency of meetings?
1 Does the audit committee calendar meet the | Yes Timetable for 2011/12

authority’s business needs, governance
needs and the financial calendar?

prepared to align these
requirements.

2011/12 timetable to be
agreed by Audit Committee.
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Priority | Issue [Yes |[No |N/A | Comments
Meetings

1 Are members attending meetings on a Yes
regular basis and if not, is appropriate action
taken?

1 Are meetings free and open without political | Yes
influences being displayed?

1 Does the authority’s S151 officer or deputy | Yes S151 Officer attends meetings.
attend all meetings?

1 Does the audit committee have the benefit Yes Relevant Group
of attendance of appropriate officers at its Directors/Directors attend.
meetings?

Internal Control

1 Does the audit committee consider the Yes The review of the effectiveness
findings of the annual review of the of Internal will be carried out in
effectiveness of the system of internal June 2011 meeting of the
control (as required by the Accounts & Audit Committee.

Regulations) including the review of the
effectiveness of the system of internal
audit?

1 Does the audit committee have Yes
responsibility for review and approval of the
SIC (now annual governance statement)
and does it consider it separately from the
accounts?

1 Does the audit committee consider how Yes
meaningful the SIC (now annual
governance statement) is?

1 Does the audit committee satisfy itself that Yes
the system of internal control has operated
effectively throughout the reporting period?

Has the audit committee considered how it Yes N/A | The Audit Committee has
integrates with other committees that may responsibility for risk
have responsibility for risk management? management.

1 Has the audit committee (with delegated Yes This was published in 2006.
responsibility) or the full council adopted The Council’s Anti-Fraud and
“Managing the Risk of Fraud — Actions to Corruption Strategy has been
Counter Fraud and Corruption?” reviewed.

The Cipfa publication is very
onerous and the West of
England Heads of IA group
consider it unrealistic to meet
all the requirements of the
document.

1 Does the audit committee ensure that the Yes No See above.

“Actions to Counter Fraud and Corruption”
are being implemented?

2 Is the audit committee made aware of the Yes A significant part of the Internal
role of risk management in the preparation Audit plan is based on the
of the internal audit plan? Corporate and Group

Directorate risk registers.
Audit Committee approves the
annual Internal Audit plan.

2 Does the audit committee review the Yes Risk Manager reports to the

authority’s strategic risk register at least
annually?

Audit Committee quarterly
includes reference to strategic
risk register.
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Audit Committee: Self-Assessment Checklist

Appendix 2

Priority | Issue Yes No N/A | Comments
2 Does the audit committee monitor how the Yes
authority assesses its risk?
2 Do the audit committee’s terms of reference | Yes
include oversight of the risk management
process?
FINANCIAL REPORTING AND REGULATORY MATTERS
1 Is the audit committee’s role in the Yes Annual accounts approved by
consideration and/or approval of the annual Audit Committee.
accounts clearly defined?
1 Does the audit committee consider Yes Where relevant
specifically:
+ the suitability of accounting policies and
treatments
* major judgements made
* large write-offs
+ changes in accounting treatment
« the reasonableness of accounting
estimates
the narrative aspects
of reporting?
1 Is an audit committee meeting scheduled to | Yes
receive the external auditor’s report to those
charged with governance including a
discussion of proposed adjustments to the
accounts and other issues arising from the
audit?
1 Does the audit committee review Yes External Audit's management
management’s letter of representation? letter is presented to and
discussed at Audit Committee.
2 Does the audit committee annually review No At the last review Members
the accounting policies of the authority? considered this to be within the
remit of the Director of Finance
2 Does the audit committee have a Yes
mechanism to keep it aware of topical legal
and regulatory issues, for example by
receiving circulars and through training?
INTERNAL AUDIT
1 Does the audit committee approve, annually | Yes The Audit Committee approves
and in detail, the internal audit strategic and the Annual Audit Plan.
annual plans including consideration of
whether the scope of internal audit work Approval of the strategy will be
addresses the authority’s significant risks? included in a future committee
meeting.
1 Does internal audit have an appropriate Yes Direct to Audit Committee.
reporting line to the audit committee? Head of Internal Audit also has
access to Chair of Audit
Committee if required.
1 Does the audit committee receive periodic Yes Head of Internal Audit provides

reports from the internal audit service
including an annual report from the Head of
Internal Audit?

an update at each Audit
Committee meeting.

Head of Internal Audit's Annual
report is also presented to
Audit Committee.
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Audit Committee: Self-Assessment Checklist

Appendix 2

Priority | Issue Yes No N/A | Comments

1 Are follow-up audits by internal audit Yes Results of follow up audits
monitored by the audit committee and does would be reported to Audit
the committee consider the adequacy of Committee.
implementation of recommendations?

Responsible officers can be
called in by Audit Committee to
explain progress with
implementing internal audit
recommendations.

1 Does the audit committee hold periodic No Members were given the
private discussions with the Head of Internal option but this has not been
Audit? taken up to date.

1 Is there appropriate cooperation between Yes Yes with the Audit
the internal and external auditors? Commission.

1 Does the audit committee review the Yes Internal Audit is a member of
adequacy of internal audit staffing and other the Cipfa Benchmarking club.
resources? Benchmarking report

presented to Audit Committee.

1 Has the audit committee evaluated whether | Yes This is covered by External
its internal audit service complies with Audit’s review of Internal Audit.
CIPFA’s Code of Practice for Internal audit Any issues highlighted by
in Local Government in the United External Audit would be
Kingdom? reported to the Audit

Committee.

2 Are internal audit performance measures Yes Performance against plan is

monitored by the audit committee? reported to Audit Committee.
However, Members may wish
to consider whether they would
like more performance
information provided.

2 Has the audit committee considered the Yes Included in terms of reference.
information it wishes to receive from internal
audit?

EXTERNAL AUDIT

1 Do the external auditors present and Yes External Audit’s plan is
discuss their audit plans and strategy with presented to Audit Committee.
the audit committee (recognizing the
statutory duties of external audit)?

1 Does the audit committee hold periodic No Same as for Internal Audit —
private discussions with the external offered but not taken up by
auditor? Audit Committee to date.

1 Does the audit committee review the Yes External Auditor’s report
external auditor's annual report to those presented to Audit Committee.
charged with governance?

1 Does the audit committee ensure that Yes
officers are monitoring action taken to
implement external audit recommendations?

1 Are reports on the work of external audit Yes Yes for External Audit i.e.
and other inspection agencies presented to annual audit and inspection
the committee, including the Audit letter. However, limited
Commission’s annual audit and inspection reporting of other inspection
letter? agencies i.e. Joint Area

Review etc.

1 Does the audit committee assess the No Not formally but reviews

performance of external audit? regular progress reports.
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mittee: Self-Assessment Checklist

Appendix 2

Priority

Issue

Yes

No

N/A

Comments

1

Does the audit committee consider and
approve the external audit fee?

Yes

This is included in the External
Audit’s plan that is presented
to Audit Committee.

ADMINISTRATION

| Agenda management

1

Does the audit committee have a
designated secretary from
Committee/Member Services?

Yes

Stephen Jones (Senior
Committee Clerk).

Are agenda papers circulated in advance of
meetings to allow adequate preparation by
audit committee members?

Yes

Within prescribed timescales.

Are outline agendas planned one year
ahead to cover issues on a cyclical basis?

Yes

Outline agenda submitted with
terms of reference approved in
2007. Regularly reviewed —
agenda item for June 2011.

Are inputs for Any Other Business formally
requested in advance from committee
members, relevant officers, internal and
external audit?

Yes

Papers

Do reports to the audit committee
communicate relevant information at the
right frequency, time, and in a format that is
effective?

Yes

Does the audit committee issue guidelines
and/or a proforma concerning the format
and content of the papers to be presented?

Yes

Papers are in the Council
approved format.

Actions A

rising

1

Are minutes prepared and circulated
promptly to the appropriate people?

Yes

1

Is a report on matters arising made and
minuted at the audit committee’s next
meeting?

Yes

Do action points indicate who is to perform
what and by when?

Yes
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Agenda Item 13

Anti Bribery Information for the Audit Committee

AUDIT COMMITTEE Date: 28" June 2011

Author: Head of Internal Audit
Wards Affected: None

Purpose
The Bribery Act comes in to force on 1%t July 2011. The purpose of this paper is

to:
[ ]
[ ]

Brief Members on the Act.

Highlight bribery as a risk.

Summarize how the Council is addressing bribery and what further action
is planned.

Demonstrate links to other anti-fraud initiatives and policies

Recommendation

It is recommended that the contents of the report be noted.

1 Reasons

1.1 The Council’s Audit Committee has a strategic role to ensure that the

Council’'s assurance framework is operating effectively. To this end it
should seek assurance that key areas that contribute to this framework
are operating properly.

1.2 The Bribery Act comes in to force on 1% July 2011 and may have an

impact on the activities of the organisation.

2 Detail

What is Bribery?

2.1 Bribery is an inducement or reward offered, promised or provided to gain

personal, commercial, regulatory or contractual advantage.

The Bribery Act

2.2  There are four key offences under the Bribery Act:

o Bribery of another person (section 1)
e Accepting a bribe (section 2)

¢ Bribing a foreign official (section 6)

e Failing to prevent bribery (section 7)

Further information on the subject of this report can be obtained from Nick Hobbs on Direct Dial No.
01793 463940 or email nhobbs@swindon.gov.uk
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Anti Bribery Information for the Audit Committee

AUDIT COMMITTEE Date: 28" June 2011

2.3

24

2.5

The Bribery Act 2010

(http://www.opsi.gov.uk/acts/acts2010/ukpga 20100023 en_1) makes it
an offence to offer, promise or give a bribe (Section 1). It also makes it
an offence to request, agree to receive, or accept a bribe (Section 2).
Section 6 of the Act creates a separate offence of bribing a foreign public
official with the intention of obtaining or retaining business or an
advantage in the conduct of business.

There is also a corporate offence under Section 7 of failure by a
commercial organisation to prevent bribery that is intended to obtain or
retain business, or an advantage in the conduct of business, for the
organisation. An organisation will have a defence to this corporate
offence if it can show that it had in place adequate procedures designed
to prevent bribery by or of persons associated with the organisation.

The offences carry criminal penalties for individuals and organisations.
For individuals, a maximum prison sentence of ten years and/or an
unlimited fine can be imposed; for organisations, an unlimited fine can
be imposed.

Commercial Organisation

2.6

The guidance states that a ‘commercial organisation’ is any body formed
in the United Kingdom and ‘it does not matter if it pursues primarily
charitable or educational aims or purely public functions. It will be caught
if it engages in commercial activities, irrespective of the purpose for
which profits are made’. Therefore the Council, with regards to the Act, is
a ‘commercial organisation’.

Adequate Procedures

2.7

Whether the procedures introduced by the Council are adequate will
ultimately be a matter for the courts to decide on a case-by-case basis. It
is for the Council to determine proportionate procedures in the
recommended areas of the six principals (see below), based on the level
of risk of bribery in the organisation.

¢ Proportionate procedures

e Top level commitment

¢ Risk assessment

e Due diligence

o Communication (including training)

¢ Monitoring and review

Further information on the subject of this report can be obtained from Nick Hobbs on Direct Dial No.
01793 463940 or email nhobbs@swindon.gov.uk
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Anti Bribery Information for the Audit Committee

AUDIT COMMITTEE Date: 28" June 2011

What action are we taking?

2.8  The Council already has some procedures that mitigate the risk of
bribery. These include the Code of Conduct (including reference to
conflicts of interest), the policy on Gifts and Hospitality, the Council’s
Whistleblowing Policy etc. However, the Council are also taking the
following further action to ensure compliance with the Bribery Act:

e The Council’s Anti-Fraud and Corruption Strategy is currently being
reviewed and will reference to the Bribery Act will be included. The
revised Strategy is planned to go to Standards Committee in July and
will be presented to this Committee in September. Once finalised this
will be communicated to all staff.

e Standing Orders are currently being reviewed to ensure that relevant
changes are made.

e The Council’'s Procurement Toolkit is being reviewed to ensure that it
reflects the new Act where needed.

¢ Internal Audit will include the risk of bribery in its proactive anti-fraud
and corruption work.

Alternative Options

Not Applicable

Risk Management

Financial and Procurement Implications

There are no direct financial implications arising from this report.

Legal/Human Rights Implications

The legal implications of the Bribery Act have been referred to in the report. The
Act comes in to force on 1% July 2011.

Links to Corporate Plans and Policies

Effective internal control arrangements contribute to the delivery of the Council's
objectives.

Consultees

The Director of Finance (Section 151 Officer) and the Director of Law and Democratic
Services (Monitoring Officer) are consulted on all reports.

Head of Procurement

Further information on the subject of this report can be obtained from Nick Hobbs on Direct Dial No.
01793 463940 or email nhobbs@swindon.gov.uk
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Anti Bribery Information for the Audit Committee

AUDIT COMMITTEE Date: 28" June 2011

Background papers

Bribery Act 2010 (http://www.opsi.gov.uk/acts/acts2010/ukpga 20100023 en_1)
Ministry of Justice — The Bribery Act 2010 Guidance

CIPFA Better Governance: The Bribery Act Briefing and model policies

Institute of Internal Auditors — Professional guidance for internal auditors: The Bribery
Act 2010

The Law Society Guidance: The Bribery Act 2010

Key Decision/Decision in Forward Plan
Not Applicable

Further information on the subject of this report can be obtained from Nick Hobbs on Direct Dial No.
01793 463940 or email nhobbs@swindon.gov.uk
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The Audit Commission is an independent watchdog,
driving economy, efficiency and effectiveness in local

public services to deliver better outcomes for eve
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Introduction

1 The purpose of this paper is to provide the Audit Committee with a
report on progress in delivering our responsibilities as the Council's external
auditor. Section 2 of this report is a schedule of the progress on each area
of work to be undertaken as part of the 2010/11 audit, together with
deadlines and key contacts.
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Progress schedule 2010/11 audit

Table 1: Progress schedule

Work Area Description Planned completion

Actual Audit Practice [ SBC Contacts Current status
completion jj Lead

Planning Audit fees letter April 2009 April 2009 Gavin Completed
summarising key Jones/Stuart
audit risks and McKellar
proposed audit fee. \
VFM Conclusion Risk based review  Risk assessment N/ \} }‘e% Stuart Work almost
Financial of criteria February 2011 Smith736hn McKellar/Nick complete. No issues
Resilience and Opinion Bevan Hobbs arising to date. We
Value for Money Septemfer, have. to consider any
/ new issues that may
b arise up to the date of
/ the opinion.

Opinion - interim  Review of contr. ebruary 2041 N/A Peter Stuart Understanding of
environment d/ Smith/Paul McKellar/Darren  systems and

Audit Commission Progress report 3
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Work Area

Description

system controls

Planned completion

Actual
completion jj Lead

Benfield

Vo

Audit Practice

SBC Contacts

Current status

walkthrough
completed apart from
SWIFT system. No
control issues for
reporting at this stage.

Opinion plan Identification of key March 2011 N/A Peér Stu}ﬁ% Completed due to go
opinion risks < Smith/P McKellaDarren  to March Audit
\Be\nfi d Stevens Committee
Opinion - final Substantive testing  September 2011 N/A er Stuart Work underway.
of financial Smith{Paul McKellar/Darren Planning meeting held
statements enfiel Stevens with finance staff on 8
June 2011.
Whole of Agreement of September 20 N/A \/ Peter Stuart Not started
Government consolidation Smith/Paul McKellar/Darren
Accounts returns , Benfield Stevens
Annual Audit Summary of audit  October SN\/ %\) Martin Robinson  Gavin Not started
Letter work during the Jones/Stuart
year McKellar
Audit Commission Progress report 4
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Head of Internal Audit Update

AUDIT COMMITTEE Date: 28" June 2011

Author: Head of Internal Audit
Wards Affected: None

Purpose

To present Members with a summary of the main issues arising from the Internal
Audit reports finalised since the Audit Committee meeting in April 2011, and to
update Members with regard to progress against the annual internal audit plan.

Recommendation

e |tis recommended that the contents of the report be noted.

1 Reasons

1.1 The Council’'s Audit Committee has a strategic role to ensure that the
Council’s assurance framework is operating effectively. To this end it
should seek assurance that key areas that contribute to this framework
are operating properly.

1.2 The Council’s Internal Audit section is a key component of the assurance
framework and therefore it is essential that this Committee monitor its
performance against the annual plan along with the implementation of
agreed recommendations by Client departments.

2 Detail

Reports Issued

2.1 Details of Internal Audit reports finalised since the April Audit Committee
are set out in Appendix 1. The appendix sets out the key audit
recommendations made along with the overall risk assessment to the
Council.

Progress on completion of Internal Audit Plan 2010/11

2.2  The Head of Internal Audit's Annual Report sets out the achievement
against the 2010/11 plan (this is a separate agenda item for this
meeting). The section completed 86% of the number of planned audits.

Progress on completion of Internal Audit Plan 2011/12

2.3 As atthe end of May 2011 we have completed 13% of the number of
audits in the 2011/12 Internal Audit annual plan against a target of 10%
(see Appendix 2).

Further information on the subject of this report can be obtained from Nick Hobbs on Direct Dial No.
01793 463940 or email nhobbs@swindon.gov.uk
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Head of Internal Audit Update

AUDIT COMMITTEE Date: 28" June 2011

Alternative Options

Not Applicable

Risk Management
Financial and Procurement Implications

There are no direct financial implications arising from this report however
individual audit reports address the suitability of internal controls within the
systems examined.

Legal/Human Rights Implications

Internal Audit is a statutory requirement of the Accounts and Audit Regulations
2011. The Internal Audit service also provides assurance to the Director of
Finance regarding the requirements of Section 151 of the Local Government Act
1972.

Links to Corporate Plans and Policies

Effective systems of internal control within the Council will help to ensure that the
Council’s objectives are achieved.

Consultees

The Director of Finance (Section 151 Officer) and the Director of Law and Democratic
Services (Monitoring Officer) are consulted on all reports.

Appendices / Background papers
Appendix 1 — Internal Audit Reports finalised since the April 2011 Audit Committee.
Appendix 2 — Progress against 2011/12 Internal Audit plan.

Key Decision/Decision in Forward Plan
Not Applicable

Further information on the subject of this report can be obtained from Nick Hobbs on Direct Dial No.
01793 463940 or email nhobbs@swindon.gov.uk

Page 118



"M3IASJ B} JO JNSaJ B SE SpeW SJaM SUOIJepUSWIWOIal A3) ON

SuoneEpuUaWIiodsy pue sbulpuily Aay|

- :(qs1y) :uoiuido :uoiuido IsuollepuaWwIWoddYy
[etutuln uoljenjeAs |jeldAQ Hpny snoiAaid Hpny juaiing 0 fAuolid ybiH jo JaquinN
Loz Rew :Ipny jo ajeq Josyuog anbayo 3L Hpny

:Buissaiboud alojoq DS Ag pasioyjne Ajjew.oy aq 0} %G uey} aiow jo spuadsiano j0afoid pue swwesbouid |eydes ayj 0} suonippy e

")JOM @oueUsluUlewWw pue Jledal uo papircid g pinoys uonewloul Juswabeuew parocidw| e

'siseq AlJauenb e uo sAanins uoljipuod Jo ssalbold yum saeoinieg Auadold ajepdn 0] SpUOWAS ejde) e

:sJasn

[1e Ag Ajjuaisisuod pasn si Ul ainsua 0} padojansp ag pjnoys sassasoud pue sainpadold swalsAs om] ay) Jo uolelbajul ay) Buimojo4 e

‘ooe|d auo ul pjay

Auadoud yoes Joj UoiEWIOUI oUBUSUIEW pUe sliedal 8y} [[B YlIM pJodal Josse auo Ajuo aAey O} swiaisAs om) ay) ajebajul 0} pesu ay] e
‘2Je MaIABI 8U]} JO JNSal e se apew suoljepuswwosal ey ay |

"$J92140 |1oUn0) Aq panoidde Ajjew.oy jou ale paalbe usaq sey siiedas jo swwelboid jeyded |eniul ayy Jaye
pappe sjoaloid pue usyeuspun Bulaqg dJom asueusiulew pue siiedas uo papinoid si uoijewloul Juswabeuew pajiwi| (pajos]|0o Bulag ) pajesipul
ajep ayj 1sulebe paplooal AjJUalsISUOD Jou SI UOIDS||00 Blep 8y} asnedaq pasiuelend ag Jou Ued ajnpayos aoueusuiew Bopoeq ay) Jo Aoeinooe

ay} ‘a|gejawy paalbe ay} 0} Buipiodoe Ino palied Buiag jou ale shkanins uoipuod (abio4 ABojouyoss ) saipadoud Jo soueusjuiew ay} pue

(S19 — waysAg uonewdoyu) [eaiydelboan) isysibal Jasse ay) abeuew 0} swalsAs pajelbajul ou ale aiayj jeyy ale Jpne ay} wody sbuipuly ulew ay |

SuoepuUaWILLIoddy pue sbulpuiy Aoy

5121500 :(1s1y) :uoiuido :uoiuido :suoiepusawWWoIdY
JEISPOIN uonen|eAs ||eddAQ }Ipny shoiaaid }pny juaiing s Auoud ybiH jo sJaquinN
| L0Z Atenuga4/Aienuep :JIpny jo 9jeq juswabeuey Jossy 1911 Upny

1102 AVIN — TTIRIdV A3SITTVNIA S1H0d3¥ LIdNV TTVNY¥ALNI

:panssi sjodai Jipne jeui4

Page 119



‘panalyoe si Asuow 1o} anjeA pue Ayjenb Alessaosu sy} Jey} ainsus [|IM SIY] "8ABY PINOYS WQGZF JoA0 Je panjeA e Jey) Aljiqisia ajeudoidde
ay} sey pue s|qissod se Ajuaiole se pabeuew si }oBJUOD 8} 8INSUS 0} }8S 89 p|noys sjuswalinbal Buipiodas pue saAjoslqo ajelodio) e

‘SEM M3IAB] B} JO JjNSal e Sk apelw suollepuswiwodal ey suo ay |

suonepusWlioday pue sbuipuly Asy

ajelapop

:01s1y)
uoljenjeAd ||e42A0

e/u

:uoiuido
JIpny SnoiAald

:uoiuido
}pny juaun)

I

:SUOIJEPUBWILIOIDY
fuoud ybiH jo Jaquiny

1 102 Yose/Areniga

31PNy o ajeq

Juswabeuel }9e3U0D |4d :9PIL HpNY

"SpEeW 8J9M SUOIIEPUSWILLIODa] OU PUE ‘| Dd 8} WO} Jjejs JO Jajsuel) a8y} Joy apew usaq pey sjuswabuelle Aiojoejsies jey) pawliuod jpne ay |

"‘aoueul} pue ‘(3d4n.L) uswAhojdw3 jo uoijosjoid
— Bujeuspun Jo Jajsuel] YIM pauiaduod sanssi UO pajejuaduod pue suoljesiueblo mau 0} jyels poddns pue aled Jo Jajsuel) ay} 1oj padojansp
sIsI|398yo Jo asn ay} ybnouy} N0 pallied Sem Jipne sy "S92IAISS JO UOISIN0Id 10a1Ip 8SEaD 0} | Dd 9y} 10} Juswalinbal ay} Jo asnedaq ‘Ajpuodas

pue ‘gooz @ouls ade|d ul usaq sey Jey} Bunjiom pajesbajul ay) anoidwi Jaypuny 0} Ajisiiy ‘@sole pue ‘|10z dy | wol) aoejd %00} Jajsuel siy |
suonjepuswilioday pue sbuipuij As)

:(1s1y) :uoiuido :uoiuido :suoiepuawWWOoIdY

VIN uoljenjeAd |jeldaAQ VIN }JIpny SnoiAald VIN Jpny juaiing 0 Aioud ybiH jo JaquinN
S92IAI9S S,uaIplIYy9 03 (Lod)

(110Z udy ows| [euld) | L0Z Yoiep :}Ipny jo @jeq | 3snhi] aled Alewlid UOPUIMS WO} Jje)s JO Jdjsuel ] dPLNPNY

1102 AVIN — TTIRIdV A3SITTVNIA S1H0d3¥ LIdNV TTVNY¥ALNI

Page 120



‘suolje|nbay |eloueulq yim asueldwod uil Jo uspum Ajjewloy aq pjnoys sajou
}paId 8y} ‘palanodal 8g Jouued swns pue ssauisng ul Jabuo| ou aie sialddns §| ‘sueaw }sax2Inb ay} sI yoiym uo Buipuadap ‘@210AUIl SI10}98p
e Jo Aem Aq Jaiiddns ay} wol} palanodal anjea ayj Jo sjuawAhed jsuiebe sanjea Bulispualins Jaylie Aq passadold aq pjnoys sajou Jipal) e

"S)iWlI| 8p0o9o pue ainjipuadxs ajelidoidde ayy yum sisoiyo Agq pasiioyine aq pjnoys suswhed [y e
:2Je M3INBJ BU]} JO }NSal B SE apew suoljepuswiwodal Aay ay |

‘Alanooal Jo sueaw }saxoinb

8y} sjuasaidal Jans yoiym ‘sadioAul sio)qap Buisies Ag paianodsas swins ay} Jo ‘sjuswied jsuiebe 19sy0 aq Jayya pjnoys }sal ay} ‘uolyepinbi| ojul
auob sey siaiddns asayj Jo auo Is|IYpA “Jalddns swes sy} Joy pajewebjewe sajou JIpald JO SaYdjeq Jo Sajou Jpald Q| Ag Joj pajunodde Sem anjea
[BJO} U} JO %G/ "19qo100 pue Jaqualdag uil sialddns om) Aq pasiel AjJuadal usaq pey GzZ0'ZSF UOIUM JO ‘pG'Z/ L F SEM SB)0U JIpaJd pasnun Jo
an|eA |ejo} 8y} ‘010Z 4890300 JO pud ay} }y ‘d|gehed SjUN029Yy WO S8J0U JIpald pasnun Jo spodal Jejnfal Mainal pue Ssjoelixa adueul{ ajelodio)

"pPaoNpal UoI}081109 10} pauln}al

S8J10AUI JO JBqWINU 3y} pue ‘panosdwi sey sjuswalinbas uonjesyiad JuswAed suoljenbal [eioueuly ypm asueldwod Jo [9AS] 8Y} ‘SY28Yd asauy} Jo
}nsal e Sy ‘Jiwi| Uoljeslioyine alay Jo SSa0Xa Ul sanjeA jJuswAed paubis aney siao1y0 aiaym Jo Alojeubis paslioyine ue se panoidde jou Jay)ie ale
oym sJ1ao1jo Aq paubis asoy) sjun ssauisng Buijeuibluo 0} uin}al pue Sadl0AUl J0}IPaID JO uoiesuoyine ajeudoidde 1oy syoayd jods jno Aued ejde)

"sjuswalinbai suoienbal [eloueuly Yyoealq SUoISSIWOo asay| ‘|9A8] uonjesiioyine ajeldoidde ayi inoyyum jeis Aq panoisdde se paubis
usaq pey (GGZ' 9L 3 anjeA |ejo}) OM] ‘Sa2I0AUI ZZ 1o ajdwes e wol4 "papincid sepod alnjipuadxa pue siaqwnu Jalddns Jo (ajgeoldde aiaym)
paniaoal Ajuojoeysijes alam a2IAI8S/SPOOD Jey} WIUoD ‘Jaquinu Japlo ue apnjoul 0} pajajdwod Ajjualsisuod jou ale spub uoijeslyiuad juswied

SuoneEpuUaWILiodsy pue sbulpuiy Aoy

5181500 :(1s1y) :uoiuido :uoiuido :suoiepuawWWOoIdY

JeIopoI uoljenjeAd |jeldaAQ € }JIpny SnoiAald ¢ Jpny juaiing ¢ Aioud ybiH jo JaquinN
$)29Y9 uondniiod pue pnelj-ijue paje|d0sse pue

(1L10Z Aey Hoday [euld) |10z Areniged :)Ipny jo ajeq (s10ypain) ajqehed syunosoy DL Hpny

1102 AVIN — TTIRIdV A3SITTVNIA S1H0d3¥ LIdNV TTVNY¥ALNI

Page 121



‘sJajoeleyd

dljaqeyd|e-uou pue ased Jamo| pue Jaddn jo pawuo} spiomssed Buisn ul Ao1jod Ajinoag | D S,|IoUNOYD 8y} 0} alaype 0} pue ‘spiomssed
}IOM}BU SMOPUINA SE USYO Se Jses| Je splomssed abueyds 0} pasu ay} ajels pjnoys Auinoas | H| Buiulasuod siasn | JIMS 01 @ouepinb UspLpy e
'SI MaIABJ BU]} JO }INSal B SE apewl uoljepuswiwodal Aay ay |

‘pIESUNS YNIM Juswaaibe A1aA0o31 J8ISESIP S,[10Un0) 8y} Ul papn|oul SI Wa)sAs ay) pue ‘paisal A||nyssaoons
usaq sey A1anooay 'a)is-40 Ajainoas palois si elpaw dn yoeq pue ‘Ajybiu dn paxoeq ale weaysAs Buielado pue aseqelep | 4IAMS dUL

‘leanjoeld pue Jes|o ,uo spuey, SI UoIIBIUSWINIOP 9SIN0Y "Salll|Ioe)
wiasAs o110ads Jo 8sn sy} UO S|ge|IeAE 2l S8SIN0D [BUOIPPE JO Jaqwinu e pue ‘papiroid os|e si Buiuied; dn mojjo4 “8sinod Buiuiely .| 4IMS
01 UOI}oNPOUIU|, 8Y) papuaye aAey siasn Ja)e pamojje AjUo SI SS800. [BllUI PUB P3||0JIU0D ||aM SI | JIAAS UO siybll SSad0. Jasn JO UoIedo||y

's1asn Aq Alueinbal pabueyo jou ale Jo ssanb o) Ases ale
spiomssed | 4|A\NS 41 181ealb si SIy} JO 3sU 8y "elep [eljuapiuod pue jeuosiad 0} saba|inlid ss890€ JSpIM YNM JSSN Jayjoue Se ] |A\S O} Uy} pue
SaA|aSWaY} Se SMOPUIAA 0} uo Boj 0} suoawos 1o} a|qissod aq ||13S pPINOM }| ‘sJajoeleyd dljageydje-uou pue ased Jamo| pue Jaddn jo xiw e alinbal

spiomssed pue sAep 09 Alons paolojus ase sabueyd piomssed YdIym UO ‘HIOMJBU SMOPUIAA S,]1ouno) ay} ybnouyy ajgissod Ajuo si ssaooe jey)
u1 joJjuod Bunesuadwod e si a1ay] "siajoeleyd Jo xiw pue yjbus| se yons spiepuels piomssed Jo spijomssed Jo sabueyd a21ojus Jou saop 1 4IMS
suonepuawiwioday pue sbuipuiq As)

TETEEG :(qs1y) :uoiuido :uoiuido IsuolepuaWWOoINY
1EI9POI uonjen|eAs ||eddAQ VIN }Ipny shoiaaid 4 }pny juaiing r Ayuoud ybiH jo sJaquinN
L10Z Yoiey :Mipny jo 9jeQ sjoJ3uod wiadysAs :14IMS dPLNPNY

1102 AVIN — TTIRIdV A3SITTVNIA S1H0d3¥ LIdNV TTVNY¥ALNI

Page 122



‘suoljelien se paalbe
pue paliuapl g Ued ‘IN220 A3y} Usym ‘suoljelien Jeyl os ‘| 4|AAS UO paslioyine ale sajnpayos pue sueld aled ||e Jey} painsua aq pjnoys}| e
‘wid)sAs a8y} UO Yons Se UMOYS pue paslLoyine aq pinoys | 4|AAS Ul dn }as suojelleA ||y e

"SJapIn0Jd 1BD YIM S}OBIUOD ainjny Jo Wed wioy pjnoys aouepinbd siy| ‘suoljelieA se jdadoe Jou [|IM [19uno) ay) Jey)
SJa)ew [ejuapIoul JNO }8S OS|e pjnoys aouepinb ay| "aslie sa|Npayds aJed WOy SuoljelieA Moy Jnoge Holjdxa aq o) paau ay} o} ‘Jejnoiyed
ul Bulliagal ‘pred aq 03 S82I0AUI MOJ|e 0} JopJo Ul palinbal uoijewloul ay) Builjielep ‘siapinoid aied o) panssi ag pjnoys aosuepinb ies|) e

‘2Jed Jo
1S00 8y} uo aAes Ajqissod pue ‘spaau yum aul| ul uejd aies sy Bulig ‘UoiNQUIUOD S Jasn 82IAIas ay) 1o} Buljjiq pue Japiaoid ay) 0} JuswAed

1dwoud aAsIyoe ‘uoljesiioyine Bululelqo Ul Hoye aAlje)sIUILIPE 8y} 9oNnpal 0} SI SIY| ‘Papasdxa SI Pjoysa.y} }SOD B 92U0 10 SUOHELIBA JE|ILIS

JO Jaquinu paalbe ue Jsye "a'l 8|Npayds aled pue ue|d aied sy} maiAal 0} Juswalinbal e 1abBl) pjnoys Jasn S0IAISS B J0j SUOHELIEA JeinBay e

‘2Je MaIABI 8U]} JO JNsSal e se apew suoljepuswwosal ey ay |

‘pastioyine aq o} }aA pey yaIym Ing
‘0L0Z YoJep ul papels usag pey Yoiym paiijuspl osje sem uejd aled s Jasn 99IAI8S Y "UOIIeSLIOYINE JNOYIM | ]A\S UO paiajua 8 O} SUoljeLien
Joy ajqissod s )l ey} pajesisuowap siy] paplodal UoiiesLoyjne ou pey Yoliym palyjuspl aiem suolelea €91 ‘010z AINf pue Alenuer usamieg

"salianb aAISUSIXa 0} pes| UBD puB ‘SeNPaYDs aJed WoJ) suoljeleA pue papiroid aies Buluiaouod siopiroid wouy
uonew.oyul Jo Ayienb Jood ui synsai sy ‘siepiroid a1ed 1oy aouepinb 1o spiepuels ou os|e ale alay] ‘siapiroid aied yum Buisiel ag pjnoys
aleD |e100g Jnpy Jo ended Jaylaym pue ‘uonestioyine saibe pue salenb sAj0sal 0} UOIOE 8)e) P|NoYys OyMm O} Se souepinb Jes|o ou si alay |

‘euden yym pasies buieq

salanb jeuonyippe ul Buiynsal ‘s|jiq jeuoiyippe Juas Buiaq Jaje| 8y} - suoINQLIJUOD JIBY} 104 Siash ad1AI8s Buljiq uo joedwi ue aney skejap asay}
‘siapinoid a1ed 0} JuswAed yoeq Buipjoy wouy pedy ‘suoljelieA 8say} SSLOYINE 0} SHS9M |BJaASS aye} Aew }| “||e} e pey sey Jo || S| 18sh 32IAIaS
ay} JI ‘sjdwexa 1o} ‘@sealoul Ue 1o ‘@oue)sisse Buipinoid ase Ajiwey) s Jasn 90IAI8s ay} JI ‘ajdwexa 1o} ‘papincid sad1AI8s Ul uolonpal e 0} Buipes)
aslie Aew suoljelieA ‘a|npayos aled ay} BulisAlap u| "Yyoea je uayeuapun aq 0} YI0M pue S)ISIA JO 8|npayds aied e sapnjoul uejd aied ay ]

*Jasn 921AISS 3y} Yum siy} saibe pue ue|d aied e dn melp wea} JJoM |el100s ay} ‘aied Aleljioiwop Buipasu se paijijuapl sl 18sh a2IAI8S B USUAA

SuoEepuUaWILLIoddy pue sbulpuiy Aoy

5181800 :(qs1y) :uoiuido :uoiuido IsuolepuaWWOoINY
1EISPOIN uonjen|eAs ||eddAQ VIN }Ipny shoiaaid € }pny juaiing v Ayuoud ybiH jo sJaquinN
0102 Joquisydeg Jipny jo 9jeq suoneuep aled dPLNPNY

1102 AVIN — TTIRIdV A3SITTVNIA S1H0d3¥ LIdNV TTVNY¥ALNI

Page 123



This page is intentionally left blank

Page 124



L1/90/0C G¥-ClL

Hpny [eulsu

O peaH ‘sqqoH YoIN Aq paledaid

%EL %EL %EL %€l %EL %EL %EL %€EL %EL %EL %EL %9 % JUBWA3IYIY ue|d Jiphy
Z6 08 Ll €9 95 14 (114 (43 |44 Ll oL g % ueld Jo uonajdwo) jabie]
vl ¥l vl vl vl vl 142 vl 142 ¥l 142 A s}ipny |ejo] [|edaAQ
0 0 0 0 0 0 0 0 0 0 L L S}ipny |ejo] YjuoN ||essAQ

yaiep Areniqo4 Kienuep laquialag J9(UIBAON 1370320 Jaquivydag j3snbny Anp aunp Aepy judy
4" 4’ 4" 4’ 4" 4’ 4 4’ 14 4’ 4 L SHpTTE
pabeuew uou aAejnWIWNYD
0 0 0 0 0 0 0 0 0 0 L L yuouw Ioy |e3o) pabeuew-uoN
senbayy gH Bunuud| Arewud |yjool
€T/ AUl Juswabeuely ysiy
Aut punoyAsi9 G-1LL/0L aM
/-11/01 AU dnyj Juswdnooay
(z) sssuipeay
ZzLiLL Ayl Buidnooaq oSy
Buissaooid
L-ZL/LL AUl SWIEIS GH
Em;mmuum_wéotm 4|5/31e7 pue sivEls panssj| s)pny Jay3o
yaiep Areniqo4 Kienuep laquialag J9(UIBAON 1370320 Jaquivydag j3snbny Anp aunp Aepy judy
yeiq - (yo1) pajejdwog sypny pabeuepy uon |ejoL

%0 %0 %0 %0 %0 %0 %0 %0 %0 %0 %0 %0 % PaAdIYdy pabeuepy

001 S. S. 0S 0S ST 0 0 0 0 0 0 % jobie] pabeuep
0 0 0 0 0 0 0 0 0 0 0 0 [e30L @AnEINWN) pabeuepy
0 0 0 0 0 0 0 0 0 0 0 0 leJo] yjuo| pabeuep

pejajdwo) syipny pabeuep
yaiep Areniqo4 Kienuep laquialag J9(UIBAON 1370320 Jaquivydag i3snbny Anp aunp Aepy judy

yeiq - (sppny g) pajajdwon sypny pabeuely

Page 125



This page is intentionally left blank

Page 126



	Agenda
	4 Minutes
	5 Treasury Management Strategy Statement 2011/12
	TMgt Strategy Appendix 1

	6 Internal Audit reports identifying significant risk or 'of concern': Corporate manslaughter/ Health Safety and Wellbeing Update
	7 Draft Accounts 2010-11
	Audit Committee 28-06-11 - Draft Accounts 2010-11 - Appendix 1

	8 Future of local public audit
	Appendix 1  - draft responses to consultation

	9 Audit Committee: Annual Report for the year 2010/11
	10 Audit Committee - Terms of Reference
	Appendices 1 & 2

	11 Internal Audit's Annual Report 2010/11
	HoIA Update - Appendix 1

	12 Audit Committee: Effectiveness of the system of Internal Audit
	Effectiveness of IA Appendix 1
	Audit committee self assessment - appendix 2

	13 Anti Bribery Information for the Audit Committee
	14 External Audit Progress report
	15 Head of Internal Audit Update
	Appendix 1 - audit summaries
	HoIA Update - Appendix 2 - June


