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Access to Information - Your Rights

The Local Government
(Access to Information) Act
1985 widened the rights of
press and public to attend
Local Authority meetings
and to see certain
documents. Recently the
Freedom of Information Act
2000, has further broadened
these rights, and limited
exemptions under the 1985
Act.

Your main rights are set out
below:-

e Automatic right to attend
all Council and
Committee meetings
unless the business
would disclose
confidential or “exempt”
information.

e Automatic right to inspect
agenda and public reports
at least five days before
the date of the meeting.

e Automatic right to inspect
minutes of the Council
and its Committees (or
summaries of business

undertaken in private) for
up to six years following a
meeting.

e Automatic right to inspect

lists of background
papers used in the
preparation of public
reports.

Access, upon request, to
the background papers
on which reports are
based for a period of up
to four years from the
date of the meeting.

e Access to a public

register stating the names
and addresses and
electoral areas of all
Councillors with details of
the membership of all
Committees etc.

e A reasonable number of

copies of agenda and
reports relating to items to
be considered in public
must be made available
to the public attending
meetings of the Council
and its Committees etc.

Access to a list specifying
those powers which the
Council has delegated to its
Officers indicating also the
titles of the Officers
concerned.

Access to a summary of the
rights of the public to attend
meetings of the Council and
its Committees etc. and to
inspect and copy
documents.

In addition, the public now
has a right to be present
when the Council
determines “Key Decisions”
unless the business would
disclose confidential or
“exempt” information.

Unless otherwise stated, all
items of business before the
Executive Committee are
Key Decisions.

(Copies of Agenda Lists are
published in advance of the
meetings on the Council’s
Website:
www.redditchbc.gov.uk

If you have any queries on this Agenda or any of the decisions taken or wish to
exercise any of the above rights of access to information, please contact

Denise Sunman
Democratic Services

Town Hall, Walter Stranz Square, Redditch, B98 8AH
Tel: (01527) 64252 ext 3270 Fax: (01527) 65216
e.mail: denise.sunman@bromsgroveandredditch.gov.uk



Welcome to today’s meeting.
Guidance for the Public

Agenda Papers

The Agenda List at the front
of the Agenda summarises
the issues to be discussed
and is followed by the
Officers’ full supporting
Reports.

Chair

The Chair is responsible for
the proper conduct of the
meeting. Generally to one
side of the Chair is the
Committee Support Officer
who gives advice on the
proper conduct of the
meeting and ensures that
the debate and the
decisions are properly
recorded. On the Chair’s
other side are the relevant
Council Officers. The
Councillors (“Members”) of
the Committee occupy the
remaining seats around the
table.

Running Order

Items will normally be taken
in the order printed but, in
particular circumstances, the
Chair may agree to vary the
order.

Refreshments : tea, coffee
and water are normally
available at meetings -
please serve yourself.

Decisions

Decisions at the meeting will
be taken by the Councillors
who are the democratically
elected representatives.
They are advised by
Officers who are paid
professionals and do not
have a vote.

Members of the Public

Members of the public may,
by prior arrangement, speak
at meetings of the Council or
its Committees. Specific
procedures exist for Appeals
Hearings or for meetings
involving Licence or
Planning Applications. For
further information on this
point, please speak to the
Committee Support Officer.

Special Arrangements

If you have any particular
needs, please contact the
Committee Support Officer.

Infra-red devices for the
hearing impaired are
available on request at the
meeting. Other facilities may
require prior arrangement.

Further Information

If you require any further
information, please contact
the Committee Support
Officer (see foot of page
opposite).

Fire/ Emergency
instructions

If the alarm is sounded,
please leave the building
by the nearest available
exit — these are clearly
indicated within all the
Committee Rooms.

If you discover a fire,
inform a member of staff
or operate the nearest
alarm call point (wall
mounted red rectangular
box). In the event of the
fire alarm sounding, leave
the building immediately
following the fire exit
signs. Officers have been
appointed with
responsibility to ensure
that all visitors are
escorted from the
building.

Do Not stop to collect
personal belongings.

Do Not use lifts.

Do Not re-enter the
building until told to do
SO.

The emergency
Assembly Area is on
Walter Stranz Square.




Declaration of Interests:
Guidance for Councillors

DO I HAVE A “PERSONAL INTEREST” ?

o Where the item relates or is likely to affect your registered interests
(what you have declared on the formal Register of Interests)

OR

o Where a decision in relation to the item might reasonably be regarded as affecting your
own well-being or financial position, or that of your family, or your close associates more
than most other people affected by the issue,

you have a personal interest.

WHAT MUST | DO? Declare the existence, and nature, of your interest and stay

o The declaration must relate to specific business being decided -
a general scattergun approach is not needed

o Exception - where interest arises only because of your membership of another public
body, there is no need to declare unless you speak on the matter.

. You can vote on the matter.

IS IT A “PREJUDICIAL INTEREST” ?

In general only if:-

o It is a personal interest and

o The item affects your financial position (or conveys other benefits), or the position of your
family, close associates or bodies through which you have a registered interest (or
relates to the exercise of regulatory functions in relation to these groups)
and

o A member of public, with knowledge of the relevant facts, would reasonably believe the
interest was likely to prejudice your judgement of the public interest.

WHAT MUST | DO? Declare and Withdraw

BUT you may make representations to the meeting before withdrawing, if the public have similar
rights (such as the right to speak at Planning Committee).
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Governance 23rd April 2012
www.redditchbe.gov.uk ] 7.00 pm
Committee Committee Room 3 Town Hall
Agenda Membership:
Clirs: Bill Hartnett (Chair) Andrew Brazier
Rebecca Blake (Vice-Chair)  Malcolm Hall
Peter Anderson William Norton
Michael Braley Luke Stephens
1 Apologies To receive the apologies of any Member who is unable to
) attend the meeting.
2 Declarations of Interest To invite Councillors to declare any interests they may have
' in items on the agenda.
3 Minutes To confirm as a correct record the minutes of the meeting of
) the Audit & Governance Committee held on 23rd January
(Pages 1 - 6) 2012.
(Minutes attached)
. fecinm - To consider the Audit Commission’s progress update in
4. Audit Commission- 1» | relaion o the 201112 Audit
(Pages 7 - 22) (Copy attached)
Exec Director (Finance and | a1 wards:
Corporate Resources) ’
5 Audit Commission - To consider the Audit Commission’s Opinion Audit Plan
Opinion Audit Plan 2011- | 2011-12.
12 (Report attached)
(Pages 23 - 46)
Exec Director (Finance and | a1 wards:
Corporate Resources) ’
. i To consider the Certificate of Claims and Returns Annual
6. ﬁzg:}a(li%r:lgltzs;‘oer;ort Report, that were undertaken during 2009/10 by the Audit
2010/11 Commission.
(Pages 47 - 62) (Report attached)
Exec Director (Finance and | a1 wards:
Corporate Resources) ’
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o To consider the Internal Audit Monitoring Report for the
7. :\rlliziri?g:iﬁ;dlqlteport period 1% April to 31 March 2012; and the Internal Audit
2011/12 Operational Programme for 2012/13.

(Pages 63 - 78) (Report attached and Appendix 1, 2 and 4 attached.

_ _ Appendix 3 to follow.)
Exec Director (Finance and

Corporate Resources) All Wards:

. e To consider an update on the current position with regard to
8. zd;;:;)?%lpl;r:tl;d Initiative the work undertaken by officers in response to the NFI data
matching exercise 2011/12.
(Pages 79 - 80)
_ (Report attached)
Head of Finance and

Resources All Wards:
3

0. Risk Management - To consider the Corporate Risk Register and consider the
Update current arrangements for risk management within the
Council.
(Pages 81 - 84)
. (Report attached)
Head of Finance and

Resources All Wards;

. To consider a review of the work of the Audit and
10. E?f‘e"cet‘iﬂ\’/:rfu’;zz of the Governance Committee during the Municipal Year 2011/12.

Audit and Governance

Comnmittee - Chair's (Verbal report)

Report (Constitution - Audit and Governance Committee Procedure
(Pages 85 - 88) Rules and Terms of Reference attached)
. To consider the Audit and Governance Committee’s Work
1. g:)or;rr':;:?:evgg':;m Programme for the Municipal Year 2012/13 and make any

additions or amendments.
(Pages 89 - 90)

Report attached
Chief Executive (Report attached)

(No Specific Ward Relevance);
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12. Exclusion of the Public

Should it be necessary, in the opinion of the Chief Executive,
to consider excluding the public from the meeting in relation
to any items of business on the grounds that exempt
information is likely to be divulged, it may be necessary to
move the following resolution:

“that, under S.100 | of the Local Government Act 1972,
as amended by the Local Government (Access to
Information) (Variation) Order 2006, the public be
excluded from the meeting for the following matter(s) on
the grounds that it/they involve(s) the likely disclosure of
exempt information as defined in the relevant
paragraphs (to be specified) of Part 1 of Schedule 12 (A)
of the said Act, as amended.”

These paragraphs are as follows:
Subject to the “public interest” test, information relating
to:

e Para 1 - any individual;

e Para 2 — the identity of any individual;

e Para 3 - financial or business affairs;

e Para 4 - labour relations matters;

e Para5 - legal professional privilege;

e Para 6 — a notice, order or direction;

e Para 7 - the prevention, investigation or

prosecution of crime;

may need to be considered as ‘exempt’.
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Committee

MlNUTES Present:

Councillor Bill Hartnett (Chair), Councillor Rebecca Blake (Vice-Chair)
and Councillors Peter Anderson, Michael Braley, Andrew Brazier and
William Norton

Also Present:
E Cave (Audit Commission)
Officers:

A Bromage (Worcestershire Internal Audit Shared Service), T Kristunas,
J Pickering

Committee Services Officer:

D Sunman

24. APOLOGIES

Apologies for absence were received on behalf of Councillor
Stephens.

25. DECLARATIONS OF INTEREST
There were no declarations of interest.

26. MINUTES
RESOLVED that
the minutes of the meeting of the Committee held on 15th
November 2011 be confirmed as a correct record and signed
by the Chair.

27. ANNUAL AUDIT LETTER 2010/11

The Committee received and considered the Annual Audit Letter for
20010/11as prepared by the Council’s external auditors.
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The Letter provided a generally positive assessment of the
Council’s performance during the past financial year.

An unqualified opinion had been issued on the accounts of the
authority in September 2011 and the Value for Money conclusion
for the authority was also unqualified as the Council had been
determined to have adequate arrangements to secure value for
money.

The Letter noted that Bromsgrove District Council and Redditch
Borough Council were part way through an ambitious programme of
developing shared services and business transformation and that
this was being carried out at a time of significant pressure on
finances both because of the economic downturn and reductions in
government support for local councils.

It noted that the timetable for completion of the programme for
shared services had been brought forward and would be completed
by April 2012. In addition the Business Transformation Project,
which aims to significantly improve operational efficiency and
customer service, would run alongside the implementation of the
shared service programme. It was acknowledged that progress to
date had been good but the accelerated timetable would be very
challenging for both management and staff.

Members noted that the Letter for 2010/11 contained just two
recommendations as follows:

e All savings for 2012/13 should be identified before the start of
the financial year; and

e Council members should keep focussed on performance to
ensure that it does not deteriorate.

The District Auditor updated the Committee on future provision of
external audit services including the timetable for their introduction.
She reported that all contracts were currently out to tender and that
it was expected that the successful bidder would be identified in
March for the West Midlands region. A period of consultation would
then take place.

RESOLVED that

the recommendations included in the Annual Audit Letter
2010/11 be noted.
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28.

29.

INTERNAL AUDIT - PROVISIONAL AUDIT ANNUAL PLAN
2012/13

The Committee received a report which sought approval for the
Provisional Internal Audit Operational Plan 2012/13 and also the
Internal Audit Shared Service’s set of key performance indicators
for the same period.

Officers reported that the Internal Audit Operation Plan had been
based on a resource allocation of 484 chargeable days.

RESOLVED that

the provisional programme of work, attached at Appendix 1 of
the report, be approved.

BENEFITS FRAUD TEAM - ANNUAL REPORT

The Committee considered a report on the performance of the
Benefit's Service Fraud Investigation Service for the period 1st April
to 31st December 2011.

Members were informed that there are approximately 8000 live
benefits claims at any one time with, on average, 99 new claims
and 557 changes in circumstances decided each week.

Officers reported that between 1st April and 31st December 2011
there had been 882 fraud referrals received by the team. Of these
25% had been referred by the public, 40% through data matching
between Housing Benefits and the Department of Work and
Pensions (DWP) and the remainder from internal sources.

Results of the investigation of these referrals during the period were
as follows:

a) 256 positive closures during the period and 6 negative
closures where fraud / error was not proven;

b) 12 customers were prosecuted:

C) Cautions were accepted by customers in 26 cases, with the
DWP recording the caution in their records.

d) Administrative penalties were accepted by customers in 3
cases;
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30.

e) 147 cases were closed as fraud / error proven with a change
to entitlement and / or overpayment of benefit established.

Members were advised that the team had identified £170,363.15 in
overpaid Housing Benefit and £49,305.18 in excess Council Tax
Benefit.

Officers reported that, as part of the Government’s Welfare Reform
plans, it has been proposed that local authority fraud investigation
staff be combined with those of the DWP and Inland Revenue and
Customs into a Single Fraud Investigation with local authority
investigation staff moving to the DWP between 2015 and 2017.

Additional proposals include:

i) Abolition of cautions as a penalty for fraud and increased
seizure of assets;

ii) Introduction of a three year loss of benefit for those convicted
of serious fraud;

iii) Imposition of a minimum fraud penalty of £350 and
introduction of a Civil Penalty of £50 for customer
negligence;

iv) Work closely with Crimestoppers; and

V) Name and shame local fraudsters.

A further impact of the Welfare Reform Bill would be that Council
Tax Benefit would not form part of the Universal Credit with local
schemes being introduced from April 2013. Consultation was
ongoing to identify what investigative powers would be required to
detect and investigate fraud within local schemes.

RESOLVED that
1) the report be noted; and

2) Officers circulate a definition of negligence to members
of the Committee.

TREASURY MANAGEMENT, PRUDENTIAL INDICATORS AND
MINIMUM REVENUE PROVISION 2012/13

The Committee received report which sought approval of the
Treasury Management Strategy, Prudential Indicators and Minimum
Revenue Provision Policy for 2012/13.

Members were informed that the report included a number of
significant changes resulting from the Department for Communities
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31.

32.

and Local Government (CLG) requirements as part of Housing
Revenue Account reforms.

RECOMMENDED that

the Treasury Management Strategy, Prudential Indicators and
Minimum Revenue Provision Policy for 2012/13, be approved.

COMMITTEE WORK PROGRAMME 2012
The Committee received an updated Work Programme for 2012/13.

In response to a Member’s query in relation monitoring of corporate
risk, and the proposal for a new joint Corporate Risk Register in
relation to shared services and business transformation, the
Committee agreed that this task should be included on the Work
Programme at the meeting of this Committee on 28th June 2012.

RESOLVED that subject to the comments in the preamble
above,

1) the report be noted; and

2) monitoring of the Corporate Risk Register be added to
the agenda for the meeting of the Audit and Governance
Committee on 28th June 2012.

EXCLUSION OF THE PUBLIC
RESOLVED that

under S.100 | of the Local Government Act 1972, as amended
by the Local Government (Access to Information) (Variation)
Order 2006, the public be excluded from the meeting for the
following matter on the grounds that it involves the likely
disclosure of exempt information as defined in the relevant
paragraphs 3 and 7 of Part 1 of Schedule 12 (A) of the said Act,
as amended:

e Internal Audit - Interim Monitoring Report 2011/12 (As
detailed in Minute 33 below)
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33. INTERNAL AUDIT - INTERIM MONITORING REPORT 2011/12

The Committee received an Internal Audit Interim Monitoring Report
for the period 1st April to 31st December 2011 together with a
Revised Internal Audit Plan for 2011/12.

Officers gave assurances that sufficient resources had been
allocated to ensure delivery of the Revised Internal Audit Plan for
2011/12.

RECOMMENDED that
the report be noted.

(During consideration of this item Members discussed matters that
necessitated the disclosure of exempt information. It was therefore
agreed to exclude the press and public prior to any debate on the
grounds that information would be revealed relating to the financial
affairs (including the authority holding that information) and the
prevention, investigation or prosecution of crime. However, there is
nothing exempt in this record of the proceedings.)

The Meeting commenced at 7.00 pm
and closed at 8.45 pm
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AUDIT COMMISSION - PROGRESS REPORT 2011/12

Relevant Portfolio Holder Councillor Michael Braley, Portfolio
Holder for Corporate Management

Portfolio Holder Consulted No

Relevant Head of Service Jayne Pickering, Executive Director
for Finance and Corporate Resources

Wards Affected All

Ward Councillor Consulted None specific

1. SUMMARY OF PROPOSALS

To present to members the Audit Commission progress update in
relation to the 2011/12 Audit. A copy of this document is attached to
this report as Appendix A.

2. RECOMMENDATIONS

The Committee is asked to RESOLVE that
subject to any comments, the report be noted.

3. KEY ISSUES

Financial Implications

3.1 The fee associated with the External Audit Opinion and audit of
accounting statements and consideration of the Councils arrangements
for securing economy, effectiveness and efficiency is £127k. This
reflects an 11% reduction from 2010/11 Audit fee.

Leqgal Implications

3.2 The Council has a statutory responsibility to formally prepare accounts
in compliance with national guidelines and ensure these are audited by
an audited body.

Service / Operational Implications

3.3 Attached at Appendix A is the 2011/12 Audit Progress Update. The
report reflects the work undertaken in relation to the audit of the
2011/12 accounts and general information on the national issues that
may impact on the Council. In addition the report updates members on
the changes to external audit arrangements in the future.

D:\moderngov\Data\AgendaltemDocs\O\8\8\AI00007880\AUditGovACPROGRESSREPORT2304120.doc.10.04.12sc.
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3.4  Officers will continue to work with the Audit Commission to ensure that
accounts are produced in a timely and accurate way to enable the
Audit to be undertaken as smoothly as possible.

Customer / Equalities and Diversity Implications

3.5 None as a direct result of this report.

4, RISK MANAGEMENT

The Financial Services risk register includes the preparation of the
accounts and the controls in place to ensure the accounts are treated
in compliance with accounting standards. Risk management
arrangements in place across the organisation ensure that risks are
addressed and mitigated.

5. APPENDICES

Appendix 1 — Audit Progress report 2011/12.

6. BACKGROUND PAPERS

There were none identified.

AUTHOR OF REPORT

Name: Jayne Pickering — Exec Director Finance and Resources
E Mail: |.pickering@bromsgroveandredditch.gov.uk
Tel: 01527-881400

D:\moderngov\Data\AgendaltemDocs\O\8\8\AI00007880\AUditGovACPROGRESSREPORT2304120.doc.10.04.12sc.



Page 9

Audit and
Governance
Committee

update

Redditch Borough Council
Audit 2011/12

‘M gcl)'nq%ission




Page 10

The Audit Commission is a public corporation set up in

1983 to protect the public purse.

The Commission appoints auditors to councils, NHS
bodies (excluding NHS foundation trusts), police
authorities and other local public services in England,
and oversees their work. The auditors we appoint are
either Audit Commission employees (our in-house
Audit Practice) or one of the private audit firms. Our
Audit Practice also audits NHS foundation trusts under

separate arrangements.

We also help public bodies manage the financial
challenges they face by providing authoritative,

unbiased, evidence-based analysis and advice.
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Introduction

1 The purpose of this paper is to provide the Audit and Governance
Committee with a report on progress in delivering our responsibilities as
your external auditors. It includes an update on the externalisation of the
Audit Practice.

2 This paper also seeks to highlight key emerging national issues and
developments which may be of interest to members of the Audit and
Governance Committee. The paper concludes by asking a number of
questions which the Committee may wish to consider in order to assess
whether it has received sufficient assurance on emerging issues.

3 If you require any additional information regarding the issues included
within this briefing, please feel free to contact me or your Audit Manager
using the contact details at the end of this update.

4 Finally, please also remember to visit our website
(www.audit-commission.gov.uk) which now enables you to sign-up to be
notified of any new content that is relevant to your type of organisation.

Liz Cave
District Auditor
30 March 2012

Audit Commission Audit Committee update
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Progress report

Financial statements

5 My audit plan will be presented to the April Audit and Governance
Committee. This plan outlines the key risks | have identified both in relation
to my opinion on the accounts and the value for money conclusion.

6 My team is currently undertaking the interim visit. This involves
updating our assessment of the Council's control environment and also
reviewing the controls operating around the Council's key financial systems.
We are also reviewing internal audit as part of that work.

7 We have agreed with officers the dates of our final accounts visit. We
have also provided a copy of our suggested working papers requirements
(draft testing schedule) to key officers involved in the audit to assist them in
their closedown. We have arranged to meet with key officers involved in the
audit in March and will continue to liaise with these officers in the run up to
the production of the accounts and the audit.

VFM conclusion

8 | have completed my risk assessment and this has influenced the areas
to be considered as part of the work. We have started this work and plan to
complete it by mid April 2011.

| will report any matters arising from our interim work to the next Audit and
Governance Committee in June.

Other areas of work

9 We undertake certification of claims work in the autumn, when we have
completed the majority of the opinion work. This year we will be transferring
our work to the new auditors in November 2012. It is likely that our work on
the benefits claim will not be complete at this stage and arrangements will
be put in place to hand over this work, we will endeavour to minimise the
impact on the Council.

Audit Commission Audit Committee update
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Government response to consultation on the
future of local public audit

10 In August 2010, the government announced its intention to bring
forward legislation to abolish the Audit Commission and put in place a new
framework for local public audit. In March 2011 the government published a
consultation paper and, in January 2012, announced its response to the
consultation to which it received 453 responses, the majority from audited
bodies.

11 The Audit Commission has recently announced the outcome of the
procurement exercise to outsource the work currently undertaken by the
Audit Practice for the period 2012/13 to 2016/17 (see ‘update on the
externalisation of the Audit Practice’ below). The government envisages the
retention of the Audit Commission as a small residuary body until the end of
those contracts, to oversee them and to make any necessary changes to
individual audit appointments.

12 Thereafter, the government proposes that a new local public audit

regime will apply, the key features of which are as follows.

m Local government bodies will appoint their own auditor on the advice of
an independent audit appointment panel, with a maximum of two terms
of five years permissible.

m  The audit will continue to cover arrangements for securing economy,
efficiency and effectiveness, but without imposing further burdens on
audited bodies. There will be further consultation on the approach to
value for money.

m The power to issue a public interest report will be retained.

m Audit firms will be able to provide non-audit services to audited bodies,
subject to complying with ethical standards and gaining approval from
the independent auditor appointment panel.

m  The National Audit Office will be responsible for developing and
maintaining audit codes of practice and providing support to auditors.

m The National Fraud Initiative will continue. Discussions on how this will
be achieved are ongoing.

13 The government response provides little detail on the audit
arrangements for local health bodies. The Department of Health is working
through the implications of Monitor’s changing role and the proposed
establishment of Clinical Commissioning Groups, and will specify the
detailed arrangements for the audit of local health bodies, under the new
framework, in due course.

Audit Commission Audit Committee update
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14 The government is holding further discussions with audited bodies and
audit firms to develop its proposals. The government intends to publish draft
legislation for pre-legislative scrutiny in Spring 2012.

Audit Commission Audit Committee update
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Update on the externalisation of the Audit
Practice

15 The Audit Commission’s Managing Director, Audit Policy wrote to
audited bodies on 6 March 2012 on the outcome of the procurement
exercise to outsource the work currently undertaken by the Audit Practice
and on the process for making auditor appointments for 2012/13 and
subsequent years.

16 The key points are as follows.
m Contracts will be let from 2012/13 on a five-year basis to the following

firms.
[

DA Partnership North East & North Yorkshire

Ernst and Young Eastern
South East

Grant Thornton North West
West Midlands
London (South), Surrey & Kent
South West

KPMG Humberside & Yorkshire

East Midlands
London (North)

m  The Commission has been able to secure very competitive prices
that will save local public bodies over £30 million a year for a
minimum of five years. The savings secured will be passed back to
audited bodies through significant reductions in scales of audit fees.
The Commission intends to publish the final scales of audit fees for
2012/13 in April 2012.

m  The Commission Board will confirm the ‘interim’ auditor appointments
for the first five months of 2012/13 on 22 March 2012.

m  The Commission will then write to all audited bodies on or shortly after
23 April 2012 to set out its proposals for ‘permanent’ auditor
appointments for 2012/13 and subsequent years. WWhere a body is
currently audited by an auditor from the Audit Practice, the
Commission will propose as the appointed auditor the firm that was
awarded the contract in each area, unless there are good reasons
that to do so would be inappropriate.

Audit Commission Audit Committee update
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m To support the consultation process, the Commission is arranging a
series of introductory meetings in each contract area between 30
April 2012 and 16 May 2012. The purpose of these meetings is to
give audited bodies in each area an opportunity to meet the new firm
proposed as their auditor and its senior partners, and hear how the
firm plans to manage its new portfolio and its approach to the audits.

17 The Commission is working with auditors to ensure a smooth transfer
between the Audit Practice and the incoming firm. In particular, the new
auditor will be expected to place maximum reliance on the work of the
current auditor. Audited bodies can also help by ensuring they plan their
2011/12 accounts closedown effectively to enable auditors to issue their
opinion by the statutory deadline for publication of accounts,

30 September 2012.

18 Audit Practice staff in each lot area will in the main transfer to the
successful bidders on 31 October 2012.

19 Further details are available on the Commission’s website. We will
continue to keep you updated on developments.

20 Against this background, the Audit Practice’s focus remains.

m Fulfilling our remaining responsibilities — completing our work for
2010/11 and delivering your 2011/12 audit - to the high standards you
expect and deserve.

m Managing a smooth transition from the Audit Practice to your new audit
provider.

Audit Commission Audit Committee update
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Other matters of interest

Annual fraud and corruption survey 2011/12

21 On 2 April 2012 the Audit Commission will be issuing its annual survey
to collect information regarding all detected fraud and corruption for the
2011/12 financial year.

22 The electronic survey will be open for audited bodies to complete and
submit between 2 April 2012 and 11 May 2012.

National Fraud Initiative consultation

23 The Audit Commission is currently consulting on its proposed work
programme and scales of fees for the 2012/13 National Fraud Initiative
(NFI).

24 The NFI, which takes place biannually, has helped trace over £650
million in fraud, error and overpayments since it began in 1996 and has
attracted international recognition.

25 The work programme will remain unchanged from NFI 2010/11 and, in
recognition of the financial pressures that public bodies are facing, the Audit
Commission proposes that the scale of fees for mandatory participants will
remain the same as for NFI 2010/11. For Redditch Borough Council this is
£2,200.

26 The consultation will close on 23 March 2012 and the final work
programme and scales of fees will be published in May 2012.

Local government capital finance system

27 In late 2011 the Department for Communities and Local Government
(DCLG) issued a consultation document on proposed changes to the Local
Government capital finance system.

28 A summary of the consultation responses was published on 8 February
2012 and the Regulations, which come into force on 31 March and 1 April
2012, have been laid before Parliament.

29 DCLG’s commentary confirms the intended effects of the amended

Regulations are:

m to bring securitisation (the exchange of future revenues for an
immediate lump sum payment) within the capital finance framework;

Audit Commission Audit Committee update
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m to relax the rules on bond investments; and
m to clarify the definition of capital expenditure.

30 DCLG has also published an updated edition of Capital Finance:
Guidance on Minimum Revenue Provision. The amendments to the
statutory guidance relate to Housing Revenue Account (HRA) reform only
and impact from 2012/13. The changes to the guidance are to ensure that
authorities taking on new debt do not face any inappropriate increase in
their minimum revenue provision liability.

Openness and accountability in local pay

31 On 17 February 2012 DCLG published guidance which sets out the key
policy principles that underpin the pay accountability provisions in the
Localism Act.

32 For each financial year, beginning with 2012/13, the Council will be
required to prepare a pay policy statement that must articulate its policies on
the pay of its workforce, particularly its senior staff (or 'chief officers') and its
lowest paid employees.

33 The statement must be:
m approved by full Council; and
m published on its website.

Accounting for HRA Self Financing

34 In March 2012 CIPFA produced guidance on the required accounting
entries for councils making or receiving settlement payments to or from the
Secretary of State in preparation for the commencement of self-financing of
the Housing Revenue Account (HRA) from 1 April 2012. These transactions
take place in the 2011/12 financial year and will therefore be reflected in the
Council’s financial statements for the year ended 31 March 2012.

Audit Commission Audit Committee update



Page 20

Key considerations

35 The Audit and Governance Committee may wish to consider the

following questions in respect of the issues highlighted in this briefing paper.

m Has the Council completed the Audit Commission’s annual fraud and
corruption survey?

m Has the Council considered the implications of the amendments to the
capital financing regulations?

m Has the Council considered the guidance from CIPFA regarding the
settlement payment to the Secretary of State in preparation for the
commencement of self-financing of the HRA?

Audit Commission Audit Committee update
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Contact details

36 If you would like further information on any items in this briefing, please
feel free to contact either your District Auditor or Audit Manager.

37 Alternatively, all Audit Commission reports - and a wealth of other
material - can be found on our website: www.audit-commission.gov.uk.

Liz cave

District Auditor
0844 798 7552
0781 801 5963

|-cave@audit-commission.gov.uk

Zoe Thomas

Audit Manager
0844 798 7557
07837 385 337

z-thomas@audit-commission.gov.uk

Audit Commission Audit Committee update
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If you require a copy of this document in an alternative
format or in a language other than English, please call:
0844 798 7070

© Audit Commission 2012.
Design and production by the Audit Commission Publishing Team.
Image copyright © Audit Commission.

The Statement of Responsibilities of Auditors and Audited Bodies issued by
the Audit Commission explains the respective responsibilities of auditors
and of the audited body. Reports prepared by appointed auditors are
addressed to non-executive directors, members or officers. They are
prepared for the sole use of the audited body. Auditors accept no
responsibility to:

m any director/member or officer in their individual capacity; or

= any third party.

m audit.

commission

Audit Commission

1st Floor
Millbank Tower
Millbank
London

SW1P 4HQ

Telephone: 0844 798 3131
Fax: 0844 798 2945
Textphone (minicom): 0844 798 2946

www.audit-commission.gov.uk

March 2012
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REDDITCH BOROUGH COUNCIL

AUDIT & GOVERNANCE

COMMITTEE 23rd April 2012

AUDIT COMMISSION OPINION - AUDIT PLAN 2011/12

Relevant Portfolio Holder Councillor Michael Braley, Portfolio
Holder for Corporate Management

Portfolio Holder Consulted No

Relevant Head of Service Jayne Pickering, Executive Director
for Finance and Corporate resources

Wards Affected All

Ward Councillor Consulted None specific

1. SUMMARY OF PROPOSALS

To present to members the Audit Commission 2011/12 Opinion Plan.
A copy of this document is attached to this report as Appendix A.

2. RECOMMENDATIONS

The Committee is asked to RESOLVE that
the 2011/12 Audit Opinion Plan be noted and approved.

3. KEY ISSUES

Financial Implications

3.1 The fee associated with the External Audit Opinion and audit of
accounting statements and consideration of the Councils arrangements
for securing economy, effectiveness and efficiency is £127k. This
reflects an 11% reduction from 2010/11 Audit fee.

Legal Implications

3.2  The Council has a statutory responsibility to formally prepare accounts
in compliance with national guidelines and ensure these are audited by
an audited body.

Service / Operational Implications

3.3  Attached at Appendix A is the 2011/12 Audit Opinion Plan. The Plan
sets out work that the Audit Commission propose to undertake in
2011/12 in relation to the Audit and any significant and specific risks
that have will require additional review and consideration.

D:\moderngov\Data\AgendaltemDocs\1\8\8\A100007881\AuditGovACAUDITPLAN2304120.doc.10.04.12sc.
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REDDITCH BOROUGH COUNCIL

AUDIT & GOVERNANCE
COMMITTEE 23rd April 2012
3.4 There is 1 significant risk and 3 specific risks that have been identified

3.5

3.6

by the Audit Commission which will be reviewed by the Commission as
part of the Audit. These include:

Significant:
o HRA Reform and the financial transactions relating to the
funding of the new arrangements
Specific
e  Abbey Stadium development and the capital costs
relating to the project
e  Shared service allocation of costs between the Councils
o Disclosure of Heritage Assets

The work by the Audit Commission will enable a robust opinion to be
made across all the internal control and accounting arrangements that
the Council has in place.

Customer / Equalities and Diversity Implications

None as a direct result of this report

RISK MANAGEMENT

The Financial Services risk register includes the preparation of the
accounts and the controls in place to ensure the accounts are treated
in compliance with accounting standards. Risk management
arrangements in place across the organisation ensure that risks are
addressed and mitigated.

APPENDICES

Appendix 1 — Annual Audit Plan 2011/12

BACKGROUND PAPERS

None identified.

AUTHOR OF REPORT

Name:
E Mail:
Tel:

Jayne Pickering — Exec Director Finance and Resources
j.pickering@bromsgroveandredditch.gov.uk
01527-881400

D:\moderngov\Data\AgendaltemDocs\1\8\8\A100007881\AuditGovACAUDITPLAN2304120.doc.10.04.12sc.
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Page 47 Agenda ltem 6

REDDITCH BOROUGH COUNCIL

AUDIT & GOVERNANCE

COMMITTEE 23rd April 2012

AUDIT COMMISSION - ANNUAL GRANTS REPORT 2010/11

Relevant Portfolio Holder Councillor Michael Braley, portfolio
Holder for Corporate Services

Portfolio Holder Consulted No

Relevant Head of Service Jayne Pickering, Executive Director
for Finance and Corporate Resources

Wards Affected All

Ward Councillor Consulted None specific

1. SUMMARY OF PROPOSALS

To advise the Committee of the Certification of Claims and Returns —
Annual Report, that were undertaken during 2009/10 by the Audit
Commission.

2. RECOMMENDATIONS

Members are asked to RESOLVE that

1) the Certification of Claims and Returns — Annual Report be
considered; and

2) Officers be requested to respond to the recommendations
following the Committee meeting.

3. KEY ISSUES

Financial Implications

3.1 Areview is undertaken on all grant related claims that the Council
submits. There are 5 claims that are subject full reviews by External
Audit due to their value; Housing Benefit Claim, Pooling of Housing
Capital Receipts, HRA Subsidy, National Non Domestic Rates claim
and Disabled Facilities Grants claims. The cost associated with the
Audit is £34k.

Leqgal Implications

3.2 The Council has a statutory responsibility to include an audit certificate
alongside certain grant claims due to the scheme terms and conditions.

D:\moderngov\Data\AgendaltemDocs\2\8\8\A100007882\AuditGovGRANTSREPORTRBC2304120.doc.11.04.2012sc.
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Service / Operational Implications

3.3  The Audit Commission have recognised that the Council has good
arrangements in place to ensure claims are prepared compliantly and
the officers cooperate well with their auditors.

3.4 A number of recommendations have been made by the commission in
previous years and progress against these are included within the
report.

Housing and Council Tax Benefits Claim

3.5  This claim was subjected to a full review as it was valued at
£29 million.

3.6  An estimated error of £68k was identified which represents 0.3% of the
value and is within the parameters of error for the claims of this size
and complexity. A qualification letter was issued as the guidelines
state any overpayment error found results in a qualification of the
claim.

HRA Subsidy Base Data Return

3.7 A qualification letter was received in relation the lack of supporting
evidence in relation to the housing numbers and therefore the
Commission could not complete their testing. Officers are looking into
this issue with the aim to respond to the DCLG and the Audit
Commission shortly.

National Non Domestic Claim

3.8 A qualification letter was received in relation to the additional level of
assurance that was sought by the Commission which was not prepared
for the claim. This is to be addressed by the Revenues Manager.

Disabled Facilities Grant

3.9 No concerns were raised. The claim was certified.

Customer / Equalities and Diversity Implications

3.10 None as a direct result of this report.
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4, RISK MANAGEMENT

The Financial Services risk register includes the preparation of the
accounts and the controls in place to ensure the accounts are treated
in compliance with accounting standards.

5. APPENDICES

Appendix 1 — Annual Grant Claim report

6. BACKGROUND PAPERS

None identified.

AUTHOR OF REPORT

Name: Jayne Pickering — Exec Director Finance and Resources
E Mail: [.pickering@bromsgroveandredditch.gov.uk
Tel: 01527-881400
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REDDITCH BOROUGH COUNCIL

AUDIT & GOVERNANCE

COMMITTEE 23rd April 2012

INTERNAL AUDIT — MONITORING REPORT 2011/12

Relevant Portfolio Holder Councillor Michael Braley, Corporate
Management

Portfolio Holder Consulted No

Relevant Head of Service Jayne Pickering, Executive Director
(Finance and Corporate Resources)

Wards Affected All Wards

Non-Key Decision

1. SUMMARY OF PROPOSALS

To present to Members:

a) the Internal Audit Monitoring Report for the period 1st April 2011
to 31st March 2012; and

b) the Internal Audit Operational Programme for 2012/13

2. RECOMMENDATIONS

The Committee is asked to RESOLVE that
1) the report be noted; and
2) the Annual Audit Operational Plan for 2012/13 be approved

3. KEY ISSUES

Financial Implications

3.1 There are no direct financial implications arising out of this report.

Leqgal Implications

3.2 The Accounts and Audit (Amendment) (England) Regulations 2006
state that Local Authorities must maintain an adequate and effective
system of Internal Audit to ensure its systems of internal control are
operating effectively. The interim audit report is one way the Council
can monitor its Internal Audit Service.

Service/Operational Implications

3.3  There are no direct operational implications arising out of this report.

D:\moderngov\Data\AgendaltemDocs\0\4\9\Al00007940\RedditchMonitoringReport0.doc/13.04.12/LW



Page 64
REDDITCH BOROUGH COUNCIL

AUDIT & GOVERNANCE

COMMITTEE 23rd April 2012
Customer / Equalities and Diversity Implications

3.4  There are no implications arising out of this report.
Performance against Internal Audit Plan 2011/12.

3.5 AUDIT REPORTS ISSUED/COMPLETED FOR 2011/12 SINCE

JANUARY 2012:

a)

d)

Council Tax: This was a high level overview audit with testing
concentrating on the interaction with Housing Benefits, application
of discounts and exemptions and pro-active pursuit of arrears.

Testing identified that the control environment could be improved
by proactively monitoring inactive recovery suppressions and
monitoring the performance of the Bailiff regarding pursuit of
debts.

Moderate Assurance
Non Domestic Rates: This was a high level overview audit with

testing concentrating on reconciliations and pro-active pursuit of
arrears.

Testing identified that the control environment could be improved
by proactively monitoring and actioning historic arrears, fully
utilising 4Risk and reconciliation of declarations of interests in
relation to user access.

Moderate Assurance

Benefits: This was a high level overview audit with testing
concentrating on new claims, changes in circumstances,
overpayments and backdated claims.

Areas where the control environment could be improved include
restricting user access to prevent staff accessing the accounts of
friends and family and enhanced quality control reviews.

Moderate Assurance
Payroll: This review concentrated on authorisation of starters,
leavers and amendments, accuracy of records and user access to

the Payroll system.

There is generally a sound system of control in operation;
however, testing identified that security around user access to the
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e)

g)

Payroll system could be improved and there is a lack of any
associated risk being recorded within the Council’s risk
management system.

Moderate Assurance

Housing — Rent Arrears, Payments and Collection: This was a full
system audit focusing on the collection and allocation of rents
received, adjustments to tenants’ rent accounts and collection of
arrears.

The control environment is robust and arrears collection rates are
adequate. Rent arrears stood at 2.97% as at January 2012 which,
although above the target of 2.39%, is considered satisfactory in
the current economic climate. Procedures and processes are
working well with the exception of the control and actioning of
current tenant credits. Further recommendations have been made
to strengthen procedural controls and regarding the utilisation of
the Saffron rent system.

Moderate Assurance
Vehicles and Plant: This was a full system audit which focused on

the procurement and disposal of vehicles, maintenance including
repairs, servicing and M.O.T., utilisation and budgetary control.

Areas where the control environment could be improved include:
proactive communication with customers in relation to stock
management, ongoing budget monitoring and management
information in relation to ongoing monitoring of vehicle usage and
efficiency.

Moderate Assurance

Housing Capital Contracts — Interim Valuation and Post Contract
Appraisal: The audit concentrated on payments made to
contractors and contracts that have concluded between April and
November 2011.

A number of audit recommendations have been made to clarify
procedures and ensure a consistent approach is taken to the
allocation and payment of works to contractors.

Moderate Assurance
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h) Housing — Rent Control and Rent Debit: This was a health check
audit and concentrated on calculation of the rent debit, system
reconciliations, documentation to support and authority to action
amendments (specifically reductions) to the rent debit.

Testing indicated that the overall control environment is robust with
reconciliations being performed timely and accurately, and
variances are identified and cleared promptly.

Full Assurance

i) Treasury Management: This was a high level overview audit
focusing on investment and borrowing transactions (specifically
short term), bank and General Ledger reconciliations,
management information, system access and authorisation levels.

All of the key controls tested are in place and operating effectively
and no weaknesses were identified in the design or operation of
the system.

Full Assurance

Summary of Assurance Levels:

Audit Assurance Level
Council Tax Moderate
Non Domestic Rates Moderate
Benefits Moderate
Payroll Moderate

Housing — Rent Arrears, Payments | Moderate
and Collection
Vehicles and Plant Moderate
Housing Capital Contracts — Moderate
Interim Valuation and Post
Contract Appraisal

Housing — Rent Control and Rent Full
Debit
Treasury Management Full

3.6 AUDITS IN PROGRESS AS AT 5th April 2012:

The following audits are currently at the completion stage:

a) Creditors:_this was a high level overview audit focusing on supplier
amendments, reconciliations and user access to financial system.

Current status: draft report issued 29.03.12
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b) Sundry Debtors (including former tenant arrears): This review

concentrated on the setting up of sundry debtor accounts, raising
of invoices, the debt collection and write off processes.

Current status: draft report issued 19.03.12

Bank Reconciliations: This audit concentrated on the resolution of
anomalies, aged items in suspense and user access.

Current status: draft report issued 07.03.12

Procurement: The review assessed whether the previous audit
recommendations have been implemented, specifically; all
relevant Council documents have been revised and compulsory
officer Contract Procedure Rules training is robust, ongoing and
assessed for its effectiveness.

Additionally, a ‘high level’ assessment was made as to how it can
be demonstrated that the procurement principles of Contract
Procedure Rules have been adopted by officers of the Authority.

Current status: draft report issued 06.03.12

Renovation Grants - Festival Housing Contract: This was a high
level overview audit focusing on contract compliance, eligibility of
applicants, quality of works undertaken and management
reporting.

Current status: draft report issued 05.04.12

Budgetary Control: This was a ‘light touch’ review which focuses
on the budget setting and approval process, the effectiveness of
the budget monitoring process and reporting levels and
procedures.

Current status: Clearance meeting to be arranged

Market Service (follow up): The review assessed whether the
previous audit recommendations have been implemented,
specifically; reconciliation and recording of income, traders’
insurance records, reporting of new stall allocations and income
collection procedures.

Current status: Clearance meeting to be arranged
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h) Maintenance Contracts: The review concentrates on contracts are

3.7

3.8

3.9

in line with an appropriate framework, quality monitoring and
certification of works, invoicing of scheduled and referral works,
recharges to tenants and Health & Safety risk assessments.
Current status: Clearance meeting to be arranged

The following audits are currently at the fieldwork stage:

Section 106 Agreements: This is a full scope review to assess the

effectiveness of controls that are operated within the Planning,
Finance and Legal sections. A key area is to review controls in
connection with the collection of monies and ensuring that they are
used for the stated purpose.

The following audit is currently at the planning stage:
Value Added Tax: This is a high level overview audit with testing

concentrating on compliance with legislation, reconciliations and
documentation.

As work on the above audits is on going an ‘Assurance’ level will
be assigned on completion. As soon as these audits have been
finalised the revised plan that was brought before and agreed by
Committee in January 2012 has been fully completed.

The tables in Appendices 1 and 2 show the progress made towards
delivering the Internal Audit Plan. For example chargeability has
continued to increase; from 59% to 70%. As at 31st March 2012 a total
of 511 chargeable days had been delivered against a target of 487
days for 2011/12. In addition to this 100% of the customer satisfaction
surveys received have been good or above.

Appendix 2 shows the performance indicators for the service. These
indicators were agreed by Committee.

Appendix 3 shows the ‘high’ and ‘medium’ priority recommendations
which have been reported against 2011/12 audits and are reported to
the Committee for information.

3.10 Appendix 4 shows the 2012/13 Internal Audit Operational Plan.
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3.11

4.1

4.2

Other Key Audit Work

Much internal audit work is carried out “behind the scenes” but is not
always the subject of a formal report. Productive audit time is
accurately recorded against the service or function as appropriate.
Examples include:

a) Governance for example assisting with the Annual Government
Statement

b) Risk management

C) Dissemination of information regarding potential fraud cases
likely to affect the Council

d) Drawing managers’ attention to specific audit or risk issues

e) Audit advice and commentary

f) Internal audit recommendations: follow up review to analyse
progress

Q) Day to day audit support and advice for example control

implications, etc.

h) Networking with audit colleagues in other Councils on
professional points of practice

i) National Fraud Initiative.

RISK MANAGEMENT

The main risks associated with the details included in this report are:

a) Failure to complete the planned programme of audit work
within the financial year; and

b) The continuous provision of an internal audit service is not
maintained.

These risks are being managed via the 4Risk risk management system
within the Finance and Resources risk area. The Acting Service
Manager for the Worcestershire Internal Audit Shared Service is
confident that these risks are being managed appropriately to ensure
that such that management, external audit and members are provided
with the assurances that they require over the system of internal control
and for the Annual Governance Statement and Statement of Accounts.
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5. APPENDICES

Appendix 1 Delivery against the plan for 2011/12 as at 31st March
2012.

Appendix 2  Performance against Key Performance Indicators for
2011/12 at 31st March 2012.

Appendix 3  ‘High’ and ‘Medium’ priority recommendations.
Appendix 4  Operational Audit Programme 2012/13.

6. BACKGROUND PAPERS

Individual Internal Audit reports.

AUTHOR OF REPORT

Name: Andy Bromage, Acting Service Manager - Worcestershire
Internal Audit Shared Service

E Mail: andy.bromage@worcester.gov.uk

Tel: 01905 722051
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APPENDIX 1

Delivery against Internal Audit Plan for 2011/12 as at 31st March 2012

Audit Area

Core Financial Systems
Corporate Audits

Other Systems Audits
TOTAL PRODUCTIVE

Audit Management Meetings
Corporate Meetings / Reading
Annual Plans and Reports
Audit Committee support
Other chargeable

TOTAL CHARGEABLE

Annual leave
Statutory leave
Sickness

Other leave

Training

General administration
General management

Attendance at general meetings

WIASS projects

TOTAL

DAYS USED 2011/12 PLANNED
TO 31/03/12 DAYS
158 122
16 43
269 269
443 434
17 23
2 9
8 12
14 9
27 0
511 487
67 75
27 23
35 21
10 5
14 16
37 32
17 12
11 8
5 4
223 196
734 683
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Performance aqainst Key Performance Indicators as at 31°' March 2012

APPENDIX 2

KPI Asat | Asat As at As at Original Frequency of Frequency of
31 30" 31 31 Target monitoring reporting
March |October December, March
2012 2011 2011 2012
Chargeability % | 17% 55% 59% 70% 71% Monthly by Monthly to
WIASS Client Officer
management Group
Quarterly to
Audit
Committee
Productivity % 35% 48% 51% 60% 63% Monthly by Monthly to
WIASS Client Officer
management Group
Quarterly to
Audit
Committee
% Plan 12% 29% 51% 86% 95% for Monthly by Monthly to
delivered year WIASS Client Officer
excluding management Group
overruns Quarterly to
Audit
Committee
Overruns as a %| 35% 25% 18% 19% 5% Monthly by Monthly to
of time spent WIASS Client Officer
management Group
Quarterly to
Audit
Committee
Customer 100% | 100% 100% 100% | 95% Good | Monthly by Monthly to
satisfaction or above | WIASS Client Officer
surveys management Group
Quarterly to
Audit
Committee
Number of N/a N/a 3(9in [12(10in 41 Annually by Annually to
audits delivered |(Annual)|(Annual)|progress) |progress) WIASS Client Officer
compared to management Group and Audit
plan Committee
Annual survey off N/a N/a N/a  |Monitored Good or | Annually by Annually to
Internal Audit  |(Annual)|(Annual)| (Annual) | by Client above WIASS Client Officer
Service Officer management Group and Audit
Group Committee

The Internal Audit Self-Assessment checklist assessing compliance with the
CIPFA Code of Practice for Internal Audit in Local Government in the UK 2006

has also been completed at the end of the annual cycle.
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APPENDIX 4
DETAILED PROVISIONAL AUDIT PLAN FOR 2012/13
SUMMARY OF DETAILED PROVISIONAL PLAN 2012/13
Planned Days for 2012/13 2012/13 2011/12
Core Financial Systems 70 69
Revenues and Benefits 44 47
Corporate Work 77 43
Other Systems Audits 186 214
Completion of prior year's work 10 12
Advisory / Consultancy inc NFl,
Fraud & investigations 44 41
Sub Total 431 426
Audit management meetings 20 23
Corporate meetings / reading 9 9
Annual plans and reports 12 12
Audit Committee support 12 9
53 53
TOTAL Audit Days
484 479
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DETAILED PROVISIONAL PLAN FOR 2012/2013 AUDIT PROGRAMME

Planned
Audit Area days

2012/13
A - CHARGEABLE AND PRODUCTIVE
Core Financial Systems
Council Tax 15
Benefits 15
NNDR 14
Payroll (inc allowances) 14
Creditors 12
Cash Collection 7
Main Ledger inc Budgetary Control 12
Debtors 12
Bank Reconciliation 6
Treasury Management 7
TOTAL 114
Corporate
Procurement / Contract Compliance 11
IT Services 14
Corporate Governance incl Shared Service arrangements 19
Risk Management 15
Transition Arrangement (Critical Friend) 18
TOTAL 77
Other Systems Audits
Crematorium and Cemeteries 11
Landscape & Grounds maintenance 10
Workshop & Fleet 10
One Stop Shop / Reception Services 10
Rent Arrears/Payment & Collection 12
Waste inc Recycling & Refuse 11
Stores, Depot and Small Plant 15
Street Scene 15
Energy Monitoring 8
Arrow Vale Sports Centre 8
Abbey Stadium 15
Grants to voluntary bodies 10
Housing / Homelessness incl accommodation 12
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Planned
Audit Area days
2012/13
Garages 9
Bus Service Operators Grant 5
Previous Year Work completion 10
Statement of Internal Control 5
Follow Up on recommendations 20
Fraud, Special Investigations incl NFI 20
Advisory and Consultancy / Contingency 24
TOTAL 240
Audit Management Meetings 20
Corporate Meetings / Reading 9
Annual Plans and Reports 12
Audit Committee support 12
TOTAL 53
| TOTAL Audit Days 484

KEY PERFORMANCE INDICATORS 2012/13

The success or otherwise of the Internal Audit Shared Service will be
measured against the following key performance indicators for 2012/13.

KPI Target

Frequency of reporting

1 1% Plar] delivered
excluding
overruns

90% for year

Quarterly

2 | Customer 90% Good or above
satisfaction

surveys

Quarterly

3 | Number of audits 29
delivered
compared to plan

Quarterly

4 | Annual survey of Good or above
Internal Audit

Service

Annually

The Internal Audit Self-Assessment checklist assessing compliance with the
CIPFA Code of Practice for Internal Audit in Local Government in the UK 2006
should also be completed at the end of the annual cycle. Any areas of partial
or non-compliance with the Code should be reported as exceptions to the
Client Officer Group and Audit Committee.
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NATIONAL FRAUD INITIATIVE (NFI) - UPDATE

Relevant Portfolio Holder Councillor Michael Braley, Portfolio
Holder for Corporate Management

Portfolio Holder Consulted No

Relevant Head of Service Teresa Kristunas, Head of Finance
and Resources

Wards Affected All Wards

Ward Councillor Consulted No

Non-Key Decision

1. SUMMARY OF PROPOSALS

To provide members of the Audit and Governance Committee with an
update on the current position with regard to the work undertaken by
officers in response to the NFI data matching exercise 2011/12.

2. RECOMMENDATIONS

The Committee is asked to RESOLVE that
subject to any comments, the contents of the report be noted.

3. KEY ISSUES

3.1.  The NFI exercise compares data from the following sources, payroll,
creditors, concessionary travel passes, council tax, electoral register,
licences, tenancy details, pensions, housing benefits and insurance
claimants. In total 1,954 matches were passed to Redditch Borough
Council for investigation. Of these 1,943 were cleared.

3.2. Interms of Benefits, 824 data matches were examined, 8 cases of
fraud were identified and 3 cases of errors. In total this amounted to
overpayments of £27,362.25. For Council Tax, 332 data matches were
examined resulting in 23 single persons discounts being cancelled
totalling £10,564. The data matches referred to the Creditors and
Payroll Teams did not result in any matters for further investigation.

Financial Implications

3.3 Overpayments of £26,806.88 were identified as part of the above
exercise of which 5 totalling £6,824.10, are in recovery.

Leqgal Implications

3.4  There are no legal implications.
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Service/Operational Implications

3.5 The volume of referrals does result in a significant amount of officer
time being taken up investigating the matches. However, the low
number of cases requiring further more detailed examination does
provide some assurance regarding the level of fraud affecting the
Authority.

Customer / Equalities and Diversity Implications

3.6  There are no implications identified.

4, RISK MANAGEMENT

Any exposures to risk identified through this process should be
reflected in the relevant service Risk Register.

5. APPENDICES

None.

6. BACKGROUND PAPERS

The National Fraud Initiative (NFI) began in 1993. District Audit, in
conjunction with representatives of the local authority treasurers’
societies, ran a pilot exercise at 13 London boroughs to detect housing
benefit and student award fraud. More than 500 cases of fraud were
detected, and in 1994, all London boroughs were invited to join in.

More information can be found on the Audit Commission website.

AUTHOR OF REPORT

Name: Teresa Kristunas, Head of Finance and Resources
E Mail: t.kristunas@bromsgroveandredditch.gov.uk
Tel: (01527) 64252 ext 3295
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RISK MANAGEMENT - UPDATE

Relevant Portfolio Holder Councillor Michael Braley, Portfolio
Holder for Corporate Management

Portfolio Holder Consulted

Relevant Head of Service Teresa Kristunas, Head of Finance
and Resources

Wards Affected All Wards

Ward Councillor Consulted No

Non-Key Decision

1. SUMMARY OF PROPOSALS

To provide members of the Audit and Governance Committee with an
opportunity to consider the Corporate Risk Register and consider the
current arrangements for risk management within the Council.

2. RECOMMENDATIONS

The Committee is asked to RESOLVE that
subject to any comments, the report be noted.

3. KEY ISSUES

3.1.  The Corporate Risk Register attached at Appendix 1 has been
considered by the Corporate Management Team. Apart from the item
relating the self-financing for the HRA, all other items within the
Corporate Risk Register apply to both Redditch Borough Council and
Bromsgrove District Council.

3.2. A number of risks previously included in the Corporate Risk Register
have been downgraded and either removed completely or transferred
to service based risk registers. Examples would include failure to
deliver on the Council’'s procurement agenda and failure to manage the
impact of job evaluation.

3.3. In addition to the corporate risks, all reports to Members include a
section for the consideration of any risk implications arising from the
proposals contained within the report. In addition risks in relation to
shared services are for reported to the Shared Services Board.

3.4. Moving forward the proposal is for the process for managing risk to be
reviewed now that more services are shared. There are benefits to be
gained from standardising the approach to risk management across
both Bromsgrove District Council and Redditch Borough Council.
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Financial Implications

3.5 The Corporate Risk Register recognises the need to monitor the
budget to ensure that the Council is able to deliver against the base
budget. All reports to members include a section requiring officers to
consider the financial implications of any proposals.

Leqgal Implications

3.6  There are no legal implications.

Service/Operational Implications

3.7 Departmental risk registers include service/operational risks.

Customer / Equalities and Diversity Implications

3.8  Failure to manage the risks contained with the Corporate Risk Register
could have implications for customers.

4, RISK MANAGEMENT

The consideration and management of risk is good practice for any
business. Risks need to be considered in order that they can be
monitored and action taken to minimise the impact on the organisation.
The aim of the risk management process is to encourage a downward
shift from Very High to High and then to Medium/Low risk status
through the continued effort of service managers in managing their
risks to bring them down to a corporately acceptable level.

5. APPENDICES

Corporate Risk Register

6. BACKGROUND PAPERS

Risk Register held on 4Risk system.

AUTHOR OF REPORT

Name: Teresa Kristunas, Head of Finance and Resources
E Mail: t.kristunas@bromsgroveandredditch.gov.uk
Tel: (01527) 64252 ext 3295

D:\moderngov\Data\AgendaltemDocs\2\4\9\Al00007942\RiskReporting0.doc13.01.12sc./amended 120412rb



AUDIT & GOVERNANCE
COMMITTEE

REDDITCH BOROUGH COUNCIL

23rd April 2012

Corporate Risk Register

Risk | Risk Title Risk Owner Inherent Risk Residual Risk
ref Priority Priority
1 | Unable to deliver the base budget Jayne Pickering High Low
4 | Failure to implement effective business John Staniland High High
continuity arrangements
32 | Failure to realise the potential benefits of Kevin Dicks High High
implementing shared services
34 | Failure to develop a vibrant Town Centre. Ruth Bamford Very High High
36 | Impact on the Council of a change in political Kevin Dicks High High
direction.
190 | Failure to realise Self-financing for the HRA Teresa Kristunas High Medium
(RBC only)
192 | Failure to realise the benefits of the Deb Poole High Medium
Transformation Programme
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AUDIT & GOVERNANCE COMMITTEE PROCEDURE RULES

These rules are under construction and will be added at a later date.

1. Terms of Reference
1.1 The Council will appoint An Audit & Governance Committee.

1.2 The Terms of Reference of the Committee are set out in Table 2 of Part
3 of the Constitution.

RBC April 2011
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AUDIT & GOVERNANCE COMMITTEE — TERMS OF REFERENCE

Number of members

Politically Balanced Y/N

Quorum

3 (new - to include at least one member of the
Majority Group)

Procedure Rules
applicable

Council Procedure Rules
(with the exception of Council Procedure Rules
1-4,10, 14, 18.2, 20.1 and 22)

Terms of Reference

a. To review and monitor the annual audit plans of
both the internal and external auditors.

b. To receive and comment upon the external
auditors’ reports.

c. To monitor the adequacy and effectiveness of
the Council’s system of internal control by
ensuring that an adequate and effective
system of internal financial controls is
maintained, that financial procedures are
regularly reviewed.

d. To consider and approve the Council’s Annual
Statements Of Accounts.

e. To consider, monitor and review the Council’s
overall corporate governance arrangements.

f. To ensure that a corporate risk management
strategy is in place, to consider, monitor and
review the effectiveness of the Council's risk
management arrangements and seek
assurances that action is being taken to
address identified risk related issues.
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g. To consider any report from the Internal Audit
Manager in pursuance of Financial Regulations.

h. To ensure good stewardship of the Council's
resources and assist the Council to achieve
value for money in the provision of its services.

i. To enhance the profile, status and authority of
the internal audit function which will
demonstrate its independence.

j.  To contribute towards making the Council, its
Committees and Directorates more responsive
to the audit function.

k. To focus audit resources by agreeing, and
periodically reviewing, audit plans and
monitoring delivery of the audit service.

I. To receive and consider such internal audit
reports that the Chair and/or Acting Deputy
Chief Executive considers necessary.

m. To keep under review and make
recommendations on proposed amendments to
Financial Regulations.

n. To consider and make recommendations if
appropriate on, the Annual Governance
Statement.

Special provisions as to
the Chair

For the sake of independence, the Chair will be an
“Opposition” Member.

Special provisions as to
membership

The Committee to comprise elected Members
representing all interests of the Authority,
preferably with relevant areas of expertise, where
possible (such areas as accountancy, audit,
business and commerce.)

Can be members of the Executive Committee.
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WORK PROGRAMME 2012/13

28th June 2012

Scrutiny of the Annual Governance Statement
Risk reporting

Annual audit plan

Annual statement of accounts

Annual audit report, including outturn

Annual report of Risk Monitoring Group
Statement of Accounts

27th September 2012

Audited Statement of Accounts

Scrutiny of the Annual Governance Statement
Risk reporting

Annual audit letter action plan

24th January 2013

Review of effectiveness of Audit & Governance Committee
Risk reporting

Annual report of Risk Monitoring Group

Draft annual audit plan (Internal & External Audit)

Annual report of Benefit Fraud Team

11th April 2013

Review of effectiveness of Audit & Governance Committee
Risk reporting

Draft annual audit plan (Internal and External Audit)
Annual review of effectiveness of Internal Audit

End of Year review of operation of Committee
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To Be Allocated To Suitable Available Dates, Dependent On Agenda

VFM Steering Group reports

Anti-fraud and corruption update

Training on Use of Resources assessment

Best practice — speaker from another authority on operation of their
Audit & Governance Committee
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