South Somerset District Council

Notice of Meeting

Audit Committee

Making a difference where it counts

Thursday 24th May 2012
10.00 a.m.

Main Committee Room,
Council Offices,
Brympton Way,

Yeovil,

Somerset BA20 2HT

The public and press are welcome to attend.

&

If you would like any further information on the items to be discussed, please ring the
Agenda Co-ordinator, Andrew Blackburn on Yeovil (01935) 462462
email: andrew blackburn@southsomerset.gov.uk

Disabled Access is available at this meeting venue.

This Agenda was issued on Wednesday, 16th May 2012

lan Clarke, Assistant Director (Legal & Corporate Services)
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Audit Committee Membership

Chairman Derek Yeomans
Vice-Chairman lan Martin

John Calvert Roy Mills

John Dyke John Richardson
Marcus Fysh Colin Winder
Tony Lock

South Somerset District Council — Corporate Aims

Our key aims are: (ali equal}

Jobs — We want a strong economy which has low unemployment and thriving
businesses

Environment — We want an aftractive environment to live in with increased recycling and
lower energy use

Homes — We want decent housing for our residents that matches their income

Health and Communities — We want communities that are heaithy, self-reliant and have
individuals who are willing to help each other

Members’ Questions on Reports prior to the Meeting

Members of the Committee are requested to contact report authors on points of clarification
prior to the Committee meeting.

Ordnance Survey mapping/map data included within this publication is provided by South Somerset District Councif under
licence from the Ordnance Survey in order fo fulfil its public function to undsrtake its statutory functions on behalf of the district.
Persons viewing this mapping should contact Ordnance Survey copyright for advice where they wish to licence Ordnance
Survey mapping/map data for their own use.
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Information for the Public

The purpose of the Audit Committee is to provide independent assurance of the adequacy of
the risk management framework and the associated control environmenti, independent
scrutiny of the authority's financial and non-financial performance, to the extent that it affects
the authority’s exposure to risk and weakens the control environment and to oversee the
financial reporting process.

The Audit Committee should review the Code of Corporate Governance seeking assurance
where appropriate from the Executive or referring matters to management on the scrutiny
function.

The terms of reference of the Audit Committee are:

Internal Audit Activity

1. To approve the Internal Audit Charter and annual Internal Audit Plan;

2. To receive quarterly summaries of Internal Audit reports and seek assurance from
management that action has been taken;

3. To receive an annual summary report and opinion, and consider the level of
assurance it provides on the council's governance arrangements;

4, To monitor the action plans for Internal Audit reports assessed as “partial” or “no
assurance;”
5. To consider specific internal audit reports as requested by the Head of Intemat Audit,

and monitor the implementation of agreed management actions;

6. To receive an annual report to review the effectiveness of internal audit to ensure
compliance with statutory requirements and the level of assurance it provides on the
council's governance arrangements;

External Audit Activity

7. To consider and note the annual external Audit Plan and Fees;

8. To consider the reports of external audit including the Annual Audit Letter and seek
assurance from management that action has been taken;

Regulatory Framework

9. To consider the effectiveness of SSDC's risk management arrangements, the control
environmeni and associated anfi-fraud and corruption arrangements and seek
assurance from management that action is being taken;

10.  To review the Annual Governance Statement (AGS) and monitor associated action
plans;

11.  To review the Local Code of Corporate Governance and ensure it reflects best
governance practice. This will include regular reviews of part of the Council's
Constitution and an overview of risk management;

12. To receive reports from management on the promotion of good corporate
governance;
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Financial Management and Accounts

13.

14.

15.

To review and approve the annual Statement of Accounts, external auditor's opinion
and reports to members and monitor management action in response to issues
raised;

To provide a scrutiny role in Treasury Management matters including regular
monitoring of treasury activity and practices. The commiitee will also review and
recommend the Annual Treasury Management Strategy Statement and investment
Strategy, MRP Strategy, and Prudential Indicators to Council;

To review and recommend to Council changes to Financial Procedure Rules and
Procurement Procedure Rules;

Overall Governance

10.

17.

18.

The Audit Committee can request of the Assistant Director — Finance and Corporate
Services (S151 Officer), the Assistant Director — Legal and Corporate Services (the
Monitoring Officer), or the Chief Executive (Head of Paid Services) a report (including
an independent review) on any matter covered within these Terms of Reference;

The Audit Committee will request action through District Executive if any issue
remains unresolved;

The Audit Committee will report to each full Council a summary of its activities.

Meetings of the Audit Committee are held monthly including at least one meeting with the
Council's external auditor, although in practice the external auditor attends more frequently.

Agendas and minutes of this committee are published on the Councii's website at
www.southsomerset.gov.uk

The Council's Constitution is also on the web site and available for inspection in council

offices.

Further information can be obtained by contacting the agenda co-ordinator named on the
front page.

Meeling: ACO1A 12:13 Date: 24.05.12




Audit Committee
Thursday 24th May 2012
Agenda

Preliminary Items

To approve as a correct record the Minutes of the previous meeting held on
26th April 2012

Apologies for Absence

Declarations of Interest

In accordance with the Council's Code of Conduct, which includes all the provisions of
the statutory Model Code of Conduct, members are asked to declare any personal
interests (and whether or not such an interest is "prejudicial®) in any matter on the
agenda for this meeting. A personal interest is defined in paragraph 8 of the Code and a
prejudicial interest is defined in paragraph 10.

Public Question Time

Page Number
Items for Discussion
internal Audit Plan — Review of 201112 ... 1
Review of Internal Audit ... 15
2011/12 Annual Governance Statement ...............co . 19
Forward Plan and Programme of Meetings ...........cooviiiiiiiiciiiininens 28
Date of Next Meeting.......c.ocovimiriicin e 31

Meeting: ACO1A 12:13 Date: 24.05.12




Audit Committee — 24th May 2012
Internal Audit Plan — Review of 2011/12

Head of Service: Gerry Cox, Head of Internal Audit Partnership
Lead Officer: Andrew Ellins, Audif Manager
Contact Details: andrew.elfins@southwestaudit. gov.uk or 01935 462378

Purpose of the Report

This report provides an update on the position of the Internal Audit Plan at the end of
2011/12 and also provides Internal Audit's overall Opinion on the systems of internal
control at South Somerset District Council.

Recommendation

To note the content of the Internal Audit Annual Report and Opinion.

Background

The Audit Committee agreed the 2011/12 Internal Audit Plan at its February 2011
meeting. An update was provided in August 2011 (for quarter one), November 2011 (for
quarter two) and in February 2012 (for quarter three).

Appendix A - Detailed Internal Audit Annual Report and Opinion for 2011/12
Appendix B - Audit Assurance Definitions

Financial Implications

There are no financial implications associated with these recommendations.

Background Papers: None

Meeting: ACO1A 12:13 1 Date: 24.05.12
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Appendix B

Audit Framework Definitions

Control Assurance Definitions

Comprehensive ~ * **
Reasonable * ok
Partial
None A

| am able to offer comprehensive assurance as the areas reviewed were found
to be adequately controlled. Internal controls are in place and operating
effectively and risks against the achievement of objectives are well managed.

| am able to offer reasonable assurance as most of the areas reviewed were
found to be adequately controlled. Generally risks are well managed but some
systems require the introduction or improvement of internal controls to ensure
the achievement of objectives.

| am able to offer Partial assurance in relation to the areas reviewed and the
controls found to be in place. Some key risks are not well managed and
systems require the introduction or improvement of internal controls to ensure
the achievement of objectives.

| am not able to offer any assurance. The areas reviewed were found to be
inadequately controlled. Risks are not well managed and systems require the
introduction or improvement of internal controls to ensure the achievement of
objectives.

Categorisation Of Recommendations

When making recommendations to Management it is important that they know how important the
recommendation is to their service. There should be a clear distinction between how we evaluate the risks
identified for the service but scored at a corporate level and the priority assigned to the recommendation.
No timeframes have been applied to each Priority as implementation will depend on several factors,
however, the definitions imply the importance.

Priority 5: Findings that are fundamental to the integrity of the unit's business processes and require the
immediate attention of management.

Priority 4: Important findings that need to be resolved by management.

Priority 3: The accuracy of records is at risk and requires attention.

Priority 2: Minor control issues have been identified which nevertheless need to be addressed.

Priority 1: Administrative errors identified that should be corrected. Simple, no-cost measures would serve
to enhance an existing control.

Definitions of Risk
Risk Reporting Implications
i it Issues of a minor nature or best practice where some improvement

can be made.

Medium

Issues which should be addressed by management in their areas
of responsibility.

High

Issues that we consider need to be brought to the attention of
senior management.

Very High

Issues that we consider need to be brought to the attention of both
senior management and the Audit Committee.

Uy,



Audit Committee ~ 24th May 2012
Review of Internal Audit

Strategic Director: Mark Williams, Chief Executive
Assistant Director:  Donna Parham (Finance and Corporate Services)

Lead Officer: Donna Parham, Assistant Director (Finance and Corporale
Services)
Contact Details: donna.parham@southsomerset.gov.uk or 01935 462225

Purpose of the Report

To inform the Audit Committee of the recent review of the effectiveness of the delivery of
Internal Audit through SWAP (South West Audit Partnership) during 2011-12.

Recommendations
That the Audit Committee notes the findings of the review.
Background

The South West Audit Partnership (SWAP) is a partnership that provides the Internal
Audit service to all of the six Somerset authorities, Dorset County Council, Weymouth
and Portland Borough Council, West Dorset District Council, Forest of Dean District
Council, East Devon District Council, and Wiltshire Council as well as a number of
refated bodies such as the Somerset Waste Partnership.

Internal audit forms a part of the corporate governance and internal control framework
that provides accountability to stakeholders on all areas of the corporate plan. Their
opinion on the adequacy and effectiveness of the Council's internal control framework
forms a part of the evidence used in preparing the corporate Annual Governance
Statement (AGS) for 2011-12, which will be published as part of the Council's Statement
of Accounts in September 2012.

There is a requirement under Regulation 6 of the Accounts and Audit (Amendment)
(England) Regulations 2006 for authorities to review the effectiveness of their system of
internal audit once a year and for the findings of the review to be considered by a
committee such as the Audit Committee as a part of the consideration of the system of
internal control. This review has to be carried out by someone independent of SWAP

Compliance With CIPFA Code

The 2006 CIPFA Code of Practice for Internal Audit sets out how an internal audit
function should be fulfiled. The main focus is the internal audit service itself, but the
Code does also refer to the wider elements of the “system of internal audit”, including the
role of an audit committee. The Code covers:

scope and terms of reference of internal audit;
independence;

sthics and competence;

audit committees;

relationships;

staffing;

Meeting: ACHA 12:13 15 Date: 24.05.12
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audit strategy and planning;

how audit work is undertaken;

due professional care;

reporting;

performance, quality and effectiveness

o o & © o

All aspects of the Code are signed up to by SWAP through the Audit Charter, reviewed
and approved by the Audit Committee on an annual basis.

The Review of SWAP

South Somerset District Councils’ review of Internal Audit has been carried out by the
Assistant Director — Finance and Corporate Services (the Council’s S151 Officer). The
findings have been reported to the Corporate Governance Group as part of the overall
evaluation and supporting evidence for the Annual Governance Statement. It was found
that overall the team performed well and that this view was supported by the comments
of external auditors and client satisfaction. The table below shows some of the overall

performance of the service during the year compared to the two previous years:

Performance 2007/08 2008/0¢ 2009/10 201011 2011/12
Measure

Levels of satisfaction
from feedback 80.0% 83.4% 84.39% 86.25% 84.0%
guestionnaires
Audits and reviews
completed in vyear 84% (16 | 87.5% (21| 83% (30 out 105% (39 91% (41
compared to the plan | outof 19) | out of 24) of 36) out of 37) out of 45)
(all at least at final
draft stage)
Managed audits 100% (8 100% (8 100% (9 of 100% (10 100% (11
completed in vyear out of 8) out of 8) 9) out of 10) out of 11)
compared to plan
Total completed 49 (1in 45 (4 in
audits and reviews 24 29 39 progress) progress)
Cost of audit service
to SSDC £165,980 | £154,310 £1566,500 £156,500 £128,500
Number of actions
for improvements 246 175 181 170 148
agreed by managers
Value for Money - No PS No PS SWAP = SWAP = SWAP =
average cost of audit data data £280 £280 £280
day compared to{ available.| available. Private Private Private
private sector Sector = Sector = Sector =
(benchmarking) £320 £320 £320
SWAP outturn on Budget Budget Budget Budget Budget
spend compared to| £(27,670)| £(31,640) £0 £(48,943) £(26,830)
budget - (brackets Actual Actual Actual Actual Actual
indicate net income) £(47,819) | £(11,763) £(76,117) | £(142,928) £(99,256)

1.  The table shows that the satisfaction with the audits carried out at SSDC at

84%.

Meeling: ACO1A 12:13
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2. The number of audits has almost doubled those carried out in 2007/08 whilst
SSDC has been able to reduce the overall number of audit days it pays for.

3. The number of actions for improvements has decreased in relation to the
number of audits carried out for the year. So in 2007/08 an average of 10
improvements per audit were made but in 2011/12 this has reduced to just 3
recommendations. This is in part due to the “call in” procedure from Audit
Committee but also shows that the authority has improved in relation to its
management of risks and controls. It also reflects the continued quality of
SWAP working with managers to bring forward improvements.

4.  The outturn position shows that each year the partnership continues to make
a net profit from operations. All net income is returned to a reserve specifically
set up for SWAP. This enables the parinership to finance once off items such
as improvements to ICT.

Service Standards

In assessing SWAP's performance it is important to review the standards of service and
that each authority is afforded the same standards and also senior officer time. The
following table outlines the minimum standards to be introduced and whether they would
have been delivered for South Somerset District Council had they been in place:

Service Standard

Expected Standard

Delivery of Standard

Attendance by Head of

SWAP/ Group Audit | At least 2 times per annum | 1 time in 2011/12*

Manager at Audit

Committee,

Attendance by Audit | At least 2 times per annum | 6 times in 2011/12 (*note
Manager at Audit 10 not 12 meetings in the
Committee year)

Attendance by Head of |4 times per annum 3 times (note only 3

SWAP at Corporate
Governance Group

mestings held)

Liaison meetings with S151

Officer by Head  of {4 times per annum 2 times (note meetings now
SWAP/Group Audit performed by Audit
Manager Manager)

Liaison meetings with $151 | 6 times per annum 8 times - now set up on a
Officer and Audit Manager six weekly basis

Agreement of Audit Pian:

Prepared for Management
Board/S151

By mid January each year

Delivered

Prepared for Audit | By end January each year | Prepared by end January

Committee and presented fo audit
Committee at 23" February
2012 meeting.

Audit  Plan  monitoring |4 times per annum |4 times (quarterly report)

reports including Annual Report per annum

Agreement of Audit Charter:

Prepared for Management
Board/S151

By mid January each year

Delivered

Maeting: ACO1A 12:13
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Prepared for Audit

Committee

By end January each year

Prepared end of January
and presented to Audit
Committee at 23" February
2012

To assist with
member/officer training in
audit and governance

Once per annum

Not required in 2011/12

11/12 Action Plan

The following shows progress in italics against the actions to be completed in 2011/12:

¢« To fully implement the Standards of Service outlined and monitor delivery for

each partner.

Completed

e To review the governance arrangemenis for the partnership. SWAP should
maintain a register of when the Audit Charter was approved with each partner
body. This should include the date of the meeting, a copy of the Charter
approved and a copy of the minute approving the Charter;

Completed

Opinion

It is the opinion of the Assistant Director — Finance and Corporate Services and the
Corporate Governance Group that the system of internal audit is effective.

Actions to be Completed in 2012/13

SSDC has requested that the Devon Audit Partnership review the annual return and
conirol environment as part of the assurance framework for the statement of accounts.
This will be completed over the next few weeks. In addition to this they are also carrying
out a quality review. The letter of assurance and an action plan will be presented to the

Audit Committee by July 2012.

Financial Implications

The actions outlined can be achieved within budget.

Mseting: AC01A 12:13

18

Date: 24.05.12




Audit Committee— 24th May 2012

2011/12 Annual Governance Statement

Strategic Director: Mark Williams, Chief Executive
Assistant Director:  Donna Parham (Finance and Corporate Services)

Lead Officer: Donna Parham, Assistant Director (Finance and Corporate
Services)
Contact Details: donna.parham@southsomerset.gov.uk or 01935 462225

Purpose of the Report

This report has been prepared for the Audit Commitiee to approve the Annual
Governance Statement (AGS) for 2011/12,

Recommendation
To approve the 2011/12 Annual Governance Statement.
Background

As a local authority SSDC is required to demonstrate compliance with the underlying
principles of good governance and that a framework exists to demonstrate this. One of
the Councils requirements in demonstrating this is {o produce an Annual Governance
Statement (AGS).

The Chartered Institute of Public Finance and Accountancy {(CIPFA) provides guidance
on the processes for the establishment, operation and review of the system of internal
control. Their guidance also provides help on the format and content of the AGS.

Annual Governance Statement

Regulation 4, of the Accounts and Audit Regulations includes a requirement to publish
an Annual Governance Statement (AGS). Previously local authorities were required to
include a Statement of Internal Control (SIC) with their statement of accounis. The
regulations now require authorities to carry out a review of the effectiveness of their
system of internal control and may include an Annual Governance Statement in the
annual accounts. This is to provide assurance that SSDC has a sound internal control
framework in place to manage the risks that might prevent achievement of its statutory
obligations and organisational objectives.

The statement also reflects the compliance with the “Statement on the Role of the Chief
Finance Officer in Local Government (2010).” This is evidenced within the Annual
Governance Statement where the authority meets with best practice.

The Annual Governance Statement will continue to be signed by the Leader of the
Council, the Chief Executive, and the Section 151 Officer. The framework used for this
review is attached at Appendix A.

In July 2010 the Audit Commitiee approved a revised Local Code of Corporate
Governance. This updated the Council’s code to reflect best practice. In producing the
Annual Governance Statement reports from the Audit Commission, South West Audit
Partnership, a review of the effectiveness of internal audit, the annual review of the
Group Auditor, and a review of all Statements of Operational Service Internal Controls

Masling: ACO1A 12:13 19 Date: 24.05.12
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have been undertaken. The review has been completed by the Corporate Governance
Group (the Chief Executive, Monitoring Officer, and 8151 Officer). There are no
significant issues to be addressed and a number of actions are planned to further
strengthen the control framework. The actions will be monitored and reviewed by the
Audit Committee in 2012/13.

Financial Implications

There are no financial implications associated with these recommendations.

Background Papers: Annual Governance Statement 2010/11
Local Code of Corporate Governance
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ANNUAL GOVERNANCE STATEMENT

Part 1 — Scope of responsibility

SSDC is responsible for ensuring that:
e its business is conducted in accordance with the law and proper standards;
e public money is safeguarded and properly accounted for;
» public money is used economically, efficiently and effectively.

o there is a sound system of governance incorporating the system of internal
control.

SSDC also has a duty under the Local Government Act 1999 to make arrangements to
secure continuous improvement in the way in which its functions are exercised, having
regard to a combination of economy, efficiency and effectiveness.

in discharging this overall responsibility, SSDC is responsible for putting in place proper
arrangements for the governance of its affairs, facilitating the effective exercise of its
functions, and which includes arrangements for the management of risk.

SSDC has approved and adopted a code of corporate governance, which is consistent
with the principles of the CIPFA/SOLACE Framework “Delivering Good Governance in
Local Government”. A copy of the code can be obtained on request. This statement
explains how SSDC has complied with the code and also meets the requirements of
regulation 4(2) of the Accounts and Audit Regulations 2003 as amended by the Accounts
and Audit (Amendment) (England) Regulations 2006 in relation to the publication of a
statement on annual governance.

In addition to this CIPFA has issued its “Statement on the Role of the Chief Financial
Officer in Local Government (2010)” The Annual Governance Statement should
therefore reflect compliance of the statement for reporting purposes.

Part 2 — The purpose of the governance framework

The governance framework comprises the sysiems and process, and culture and values,
by which the authority is directed and controlled and its activities through which it
accounts to, engages with and leads the community. It enables the authority to monitor
the achievement of its strategic objectives and to consider whether those objectives have
led to the delivery of appropriate, cost-effective services.

The system of internal control is a significant part of that framework and is designed to
manage risk fo a reasonable level. It cannot eliminate all risk of failure to achieve
policies, aims and objectives and can therefore only provide reasonable and not absolute
assurance of effectiveness. The system of internal control is based on an ongoing
process that is designed to:

o identify the risks and prioritise the actions to achieving policies, aims and
objectives;
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e evaluate the likelihood of those risks occurring;
s assessing the impact should those risks occur;
e managing the risks efficiently, effectively and economically.

The governance framework has been in place at SSDC for the year ended 31 March
2012 and up to the date of approval of the annual report and statement of accounts.

Part 3 — The governance environment

The key elements of SSDC's governance arrangements are outlined in the Local Code
of Corporate Governance. The main areas and the key areas of evidence of delivery are
as foliows:

Focusing on the purpose of the authority and on outcomes for the community and
creating and implementing a vision for the local area

o The Corporate Plan sets out the priority areas for South Somerset District Council
and links these priorities to the Sustainable Community Strategy targets.

o The Sustainable Community Strategy has been produced through the LSP (South
Somerset Together) in consultation with our partners and sets out the long-term
goals for the community and the key issues that need to be addressed in the
future.

o Annual accounts are published on a timely basis to communicate the council’s
activities and achievements, its financial position and performance

o Guidance has been produced to facilitate partnership working and a Partnership
Register published and updated annuaily.

o All reports to be considered for approval must show a clear outline of purpose so
the community can understand each committee report. All reports must have a
clear outline of financial implications before consideration by members.

Members and officers working together to achieve a common purpose with clearly
defined functions and roles

o The three statutory officers (Head of Paid Service, Monitoring Officer and s151
Officer) regularly meet as a Corporate Governance Group. The Monitoring Officer
and s151 Officer report directly to the Head of Paid Service and are members of
the senior Management Board.

o Regular weekly meetings between the Leader and Chief Executive in order to
maintain a shared understanding of roles and objectives.

o An arrangement with East Devon District Council has been entered into to share a
Chief Executive through a Section 113 agreement outlining the detail of function
and role.

o Protocols developed and enforced to ensure effective communication between
members and officers in their respective roles.
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o Portfolio Holders produced annual Portfolio Holder Statements outlining

o}

achievements for the previous year and targets for the following year.

There is a clear scheme of delegation for officers and members within the
Constitution.

The s151 Officer leads the promotion and delivery of good financial management
through Management Board, Corporate Performance Team, attendance at
committees, is the lead office for the Audit Committee, and specialist workshops
and training. The s151 Officer has line management responsibility for finance staff.

Promoting values for the authority and demonstrating the values of good
governance through upholding high standards of conduct and behaviour

o}

e}

The financial management of the Council is conducted in accordance with the
rules set out in Part 4 of the Constitution.

The Council maintains an Internal Audit Service through the South West Audit
Partnership (SWAP) that operates to standards specified by the Institute of Internal
Auditors (1IA) and the Chartered Institute of Public Finance Accountants (CIPFA).

The self-assessment questionnaire completed on ethical governance will be used
to assist in a version of a voluntary code which the new Standards Committee will
oversee.

Communication through Staff Awareness Sessions, Insite, and Team Brief.

Taking informed and transparent decisions which are subject to effective scrutiny
and managing risk

o}

The Council has adopted a Constitution that sets out how it operates, how
decisions are {aken and the procedures to follow.

The District Executive facilitates decision-making and its Sub Committees, four
Area Committees and meetings are open to the public except where personal or
confidential matters are disclosed.

Portfolic Holders can make decisions under delegated authority and these are fully
publicised. Senior officers can also take decisions under delegated authority.

Regulation Committee determines planning applications that are referred from
Area Committees.

The Council publishes a Forward Plan that provides details of key decisions to be
made by the Council and its committees.

Area Committees also hold regular workshops where local issues are identified
and discussed; Area Action Plans are then established to target specific needs.

The Council has an approved a Risk Management Policy that identifies how risks
are managed.

Responsible officers are required to maintain their part of the Risk Register.

All Assistant Directors have the following included within their job descriptions,
“Lead the service(s) in a full and comprehensive understanding of risk, risk
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assessment and risk management as it relates to the operational areas relevant to
the service(s)."

o Any internal Audit actions showing the highest risk score of 5 will be outlined
annually and monitored within the Annual Governance Statement.
Developing the capacity and capability of members and officers to be effective
o The Council looks {o develop skills on a continuing basis to improve performance
of officers through the Staff Development and Review process inciuding the use of

training and development plans.

o Succession planning encourages participation and development for members and
officers.

o Through a comprehensive member training and development programme.

o An induction programme is in place for all new staff.

o Clear job descriptions and personal specifications are in place for all roles.

o The s151 Officer and six of the finance team are qualified accountants with several

years experience. The finance function has sufficient resources to perform its role
effectively.

Engaging the local people and ofher stakeholders to ensure robust public
accountability
o Area Committees ensure further local accountability and local access.

o Budget consultation has been carried out for specific savings plans and equalities
assessments carried out on each proposal.

o Stakeholder input into the Sustainable Community Strategy and Corporate Plan.
o Area action plans are in place to deliver local priorities.

o A summarised Statement of Accounts is published each year explaining the key
financial areas to the public.

Part 4 — Review of effectiveness

SSDC has responsibility for conducting, at least annually, a review of the effectiveness of
its governance framework including the system of internal control. The review of
effectiveness is informed by the work of SWAP, the Corporate Governance Group,
Management Board and the Corporate Performance Team, who have responsibility for
the development and maintenance of the governance environment.

The process that has been applied to maintaining and reviewing the effectiveness of the
governance framework includes:
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o The monitoring officer has a duty to monitor and review the operation of the
Constitution to ensure its aims and principles are adequate. The Council reviews
the constitution annually through its Standards Committee.

o The Council has an Overview and Scrutiny Committee that can call in any decision
made by an Executive Committee before implementation. This enables them to
consider whether or not the decision is appropriate. Pre-decision scrutiny has
evolved to aid in the decision making process.

o The Audit Committee reviews the Annual Statement of Accounts, the Review of
the Effectiveness of Internal Audit, and the Annual Governance Statement. it
monitors the performance of internal audit quarterly and agrees the Internal and
External Audit Plans. It reviews specific parts of the Constitution and makes
recommendations on any amendments to full Council.

o The Audit Committee has a call in role for any service that receives a “partial” or
“no assurance” audit opinion and monitors the action plans are completed through
regular reports from the Service Manager and Assistant Director.

o Internal Audit through SWAP is responsible for monitoring the gquality and
effectiveness of systems of internal control. The Audit Service has a Charter
approved by the Audit Committee and there are no restrictions on the scope of
their work. A risk model is used to formulate the plan and approved by the Audit
Committee. The reporting process for Internal Audit requires a report of each audit
to be submitted to the Service Manager with copies to the relevant Assistant
Director, Assistant Director — Finance and Corporate Services, Assistant Director -
Legal and Corporate Services, and Chief Executive. All audit reports include an
‘opinion’ that provides management with an independent judgement on the
adequacy and effectiveness of internal controls. Reports  include
recommendations for improvement that are detailed in an action plan that is
agreed with the service manager.

o Internal Audit (SWAP) is subject to regular inspection by the Council's external
auditors who place reliance on the work they carry out in order to form their overail
opinion on the Statement of Accounts, and the Annual Audit Letter.

o For performance management, a ‘traffic light' monitoring and reporting system is in
place reporting quarterly to the Executive Committee.

o The Council's Financial Procedure Rules are kept under continuous review and
revised periodically — the last review was approved in April 2011.

o Each Manager and Assistant Director is required to review their adherence to the
governance framework and demonstrate compliance through reviewing and
signing a Statement of Internal Operational Control. Each return is assessed by
the Group Auditor and S151 Officer for compliance and any apparent
organisational improvements are included in the Governance Action Plan.

o Audit Committee has been advised on the implications of the result of the review of
the effectiveness of the governance framework and a plan to address weaknesses
and ensure continuous improvement of the system is in place.

in its review the Authority has assessed its overall governance arrangements as
reasonable. This has been assessed through a review of SSDC's governance
arrangements as outlined in the diagram at Appendix A.
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Part 5 — Significant governance issues
A number of actions are planned fo strengthen the control framework and will be
monitored by the Audit Committee during 2012/13:

» Introduction of a training and awareness programme for new managers on all
aspects of Corporate Governance including the Council Constitution and
delegated functions;

e Further training and awareness for staff on the Bribery Act 2010 and Anti
Money Laundering.

¢ To introduce a Voluntary Code of Conduct for elected members following the
abolition of the Standards Committee

e Complete the Fraud and Data Strategy to link all anti-fraud work.

The Authority is satisfied that these steps will address the issues highlighted in 2011/12
and further improve governance arrangements at SSDC.

Signed on behalf of SSDC:

Donna Parham
Assistant Director — Finance and Corporate Services

Mark Williams
Chief Executive

ClIr Ric Pallister
Leader
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Appendix A

SSDC’S ANNUAL GOVERNANCE STATEMENT FRAMEWORK

Governance Framework — Key Documents/Functions

o  Constitution o  Parinership Register o  Capital Strategy
o  Council Plan o Code of Conduct for Members o Procurement Strategy
o  Sustainable Communily Strategy o Members Induction & Training ¢ Medium Tenn Financial
o  Service Planning Framework Programme Plan/Strategy
Code of Conduct for Employses o Treasury Management Sirategy

o  Business Transformation Projects Statement, MRP Strategy, and

o  Officer and Member Protocols Annual Investment Strategy

o Access Strategy

o  Communication Strategy o Confidential Reporting Policy o Annual Statement of Accounts

o Performance Management o Risk Management Strategy o  Financlal Procedure Rules

Framework o  Anti-Fraud & Corruption Policy o Procurement Procedure Rules
o  Schedule of Council Meetings 7 o  Whistleblowing Policy o  Scheme of Delegation
‘o Local Code of Corporate o Anti Money Laundering Pollcy o Complaints Procedure
Governance

o Anti Bribery Policy o  Equalities Plan

Record of Decisi
° slons o Project Management Mathodology

(o]
ANNUAL GOVERNANCE

STATEMENT independent review and approval
<t— | by Audit Committee who examine

Signed by the Leader of the Council, draft AGS and supporting

Chief Executive and 3151 officer and evidence
pubtished with the Statement of
Accounts
\ 4
Authority & Service Policies, Corporate Governance Group with Review of the effectiveness of the
Service Plans and Risk Registers 3 responsibility for drafting AGS after ¢ system of Internal Audit

evaluating assurances and supporting
evidence

~ N

Performance Management

" Risk Management

Information Governance

Legal and Regulatory
Assurance

Members’ Assurance

+ Embedded system

s  Risk management
strategy ’

+ Training programme

Monitoring Cfficer’s

»  Slandards committee

*+  QOperates throughout the s Embedded in planning + Quicomes reported to reports +  Audit commitiee
organisation processes and commities Sections of committee «  Scrstiny function
+  Intemal and external prajectparnership reports
reviews methodotogies Legal advice
»  Action crientated s Effectiveness evaluated
s local Pl's ¢  Outcomes reported {o
»  Periodic progress reports commitiee
¢  Training programme
Assurances by Directors/ Other Sources of Financial Management Internal Audit External Audit

Heads of Service

Assurance {including third
party)

»  Periodic reports
«  Statement of operational
service internal control

» Reporis by inspectors

«  Service review reports

«  Fraud reports and
tnvestigations

«  Ombudsman reposts

«  Post implementation
reviews of projects

+  Medium Term Financial
Plan

+ Revenue Budgeland
Capital Programme

+ Revenue and Capital
Managsment reports

+  Treasury management

» Statement of accounts

» Compliance with codes of
accounting practice

« Statutory retums

s Grant claims

Operates under approved
terms of reference
Approved risk-based
plans

Periodic and annual
reports fo Audit
Commiitee, Group
Auditor Opinion

CIPFA code compliance
assessment

«  Annual Plan

+  Annual Governance
Report

+«  Annual Audit Letter

+  Audit Opinion and VFM
conglusion

_

—

Ongoing assurance on adequacy and effectives of control over key risks




AC

Audit Committee — 24th May 2012

Forward Plan and Programme of Meetings

Strategic Director: Mark Williams, Chief Execulive

Assistant Director: Donna Parham (Finance and Corporate Services)

Agenda Co-ordinator:  Andrew Blackburn, Committee Administrator

Conlact Details: andrew.blackburn@southsomerset.gov.uk or 01460 260441

Purpose of the Report

This report outlines the forward plan for the Audit Committee for 2012/13, which has
been drawn up in consultation with the Chairman and is attached.

The report also sets out the programme of meetings for the municipal year. The
meetings commence at 10.00 a.m. on the following dates (all Thursdays):-

2012 2013

28" June 24" January
26" July 28" February
23" August 28" March
27" September 25" April

25" October 23" May

22" November

20" December

Recommendation

It is recommended that the Committee:-

(1) approves the forward plan for 2012/13;

2) notes the programme of meetings for 2012/13 as set out above.

Background Papers: None
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AUDIT COMMITTEE — FORWARD PLAN 2012/13

Committee Date

May 2012
¢ Internal Audit Plan — Review of 2011/12

¢  Approve Annual Governance Statement
¢ Review of Internal Audit

June 2012

Annual Treasury Management Activity Report
e  Audit Commission — Audit of Financiai Controls
2011/12
¢ Risk Management Update including Partnering
{suppliers, other agencies etc.)

July 2012

o Review of Local Code of Corporate Governance

¢ Debt Management Policy

» Review Exemptions given through Procurement
Procedure Rules in 2011/12

August 2012

¢ Internal Audit — First Quarter Update

¢ Treasury Management - First Quarterly Monitoring

Report
¢ Annual Governance Statement Action Plan

September 2012

e Approval of Annual Statement of Accounts

2011112
¢  Summary Statement of Accounts
Audit Commission Annual Governance Report

»  Wincanton Community Sports Centre Audit Action

Plan
October 2012

¢ Approve Treasury Management Practices

e Treasury Management - Second Quarterly
Monitoring Report and mid year Review of
Strategy
Annual Audit Letter

¢ Risk Management Update including Partnering
(suppliers, other agencies, etc.)

Lead Officer

lan Baker/
Andrew Ellins
Donna Parham
Donna Parham

Karen Gubbins
Donna Parham

Gary Russ

Donna Parham
Karen Gubbins
Gary Russ

lan Baker/
Andrew Ellins
Karen Gubbins

Donna Parham

Donna Parham

Donna Parham
Donna Parham
Steve Joel

Karen Gubbins

Karen Gubbins

Donna Parham
Gary Russ
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November 2012

¢ Internal Audit — Second Quarter and Half Year
Update
s Annual Governance Statement Action Plan

December 2012

January 2013
° Health, Safety and Welfare — Annual Report

February 2013
o Internal Audit — Third Quarter Update
. Internal Audit Plan — Approve 2013/14 Pian
. Review of Internal Audit Charter

o Annual Governance Statement Action Pian

° Treasury Management - Third Quarterly Monitoring
Report

o Treasury Management Strategy Statement and
Investment Strategy 2013/14

. Audit Commission Audit Plan

. Audit Commission — Certification of Claims and
Returns: Annual Report

March 2013
. Risk Management Update
April 2013

» Review of Local Code of Corporate Governance
. Approve Accounting Policies for 2012/13 Accounis
) Register of Staff interesis — Annual Review

Pending

. Update on Proposed Introduction of Community
Infrastructure Levy - to be submitted using the
following three main strands of work as trigger
points:-

-~ Publication of a charging schedule
—  Administrative process
— governance

lan Baker/
Andrew Ellins
Donna Parham

Pam Harvey

lan Baker/
Andrew Ellins
lan Baker/
Andrew Ellins
lan Baker/
Andrew Ellins
Donna Parham
Karen Gubbins

Karen Gubbins

Donna Parham
Donna Parham

Gary Russ

Donna Parham
Amanda Card
lan Clarke

Jean Marshall
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Audit Committee — 24th May 2012

Date of Next Meeting

The next scheduled meeting of the Audit Committee will be held on Thursday, 28th June
2012 at 10.00 a.m. in the Main Committee Room, Council Offices, Brympton Way,
Yeovil.

Meeting: ACO1A 12:13 31 Date: 24.05.12

AC




