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AUDIT AND RISK MANAGEMENT COMMITTEE

Wednesday, 1 February 2012

Present: Councillor J Crabtree (Chair)
Councillors D Dodd JE Green
S Mountney | Williams
A Brighouse
Deputies: Councillors J Salter (In place of RL Abbey)

MEMBERS' CODE OF CONDUCT - DECLARATIONS OF INTEREST

Members were asked to consider whether they had personal or prejudicial interests
in connection with any item(s) on this agenda and, if so, to declare them and state
what they were. No such declarations were made.

MINUTES

Resolved — That the minutes of the meeting held on 29 November 2011, be
approved.

ANNUAL GOVERNANCE REPORT 2010/2011 - ACTION PLAN UPDATE

Further to minute 23 (28 September 2011), the Deputy Chief Executive/Director of
Finance presented an update upon progress in the implementation of a series of
actions set out in the Audit Commission Annual Governance Report Action Plan.

Resolved — That the progress on delivering the Action Plan be noted.
STATEMENT OF ACCOUNTS 2011/2012 - REVIEW OF ARRANGEMENTS

The Deputy Chief Executive/Director of Finance provided details of the actions being
taken to improve the completion of the accounts and the production of the Statement
of Accounts for 2011/2012. The Annual Governance Report 2010/2011 and the
Statement of Accounts for 2010/2011 had both highlighted a number of issues with
the 2010/2011 closedown and had set out actions to facilitate improvements in the
closure process for 2011/2012. The Director indicated the Auditors key findings and
set out the actions being taken to address the key messages —

° That a framework for Quality Assurance of the final accounts process and
Statement of Accounts is developed and implemented.

° In relation to capacity, to ensure that adequate resources are identified and
used to support the achievement of the 2011/2012 closedown plan.

° To undertake collaborative working with the Audit Commission to improve the
production of working papers in the 2011/2012 closedown.

° To arrange a briefing session for Members for July 2012.
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In response to comments from Members in relation to bringing forward the
September 2012 meeting of the Committee to allow for improved governance, the
Director indicated that last year, the introduction of the International Financial
Reporting Standards (IFRS) had caused difficulties for many local authorities.
Nevertheless, the Accounts were published by the end of September deadline and
he anticipated that all deadlines would be met in the current year. However, if the
meeting was brought forward, any work that remained outstanding could be
completed after the Committee had met.

Resolved —

(1) That the progress and plans to improve the completion of the Statement
of Accounts for 2011/2012 be noted.

(2) That, to improve the Council’s governance arrangements, the September
2012 meeting of the Committee be brought forward by one week.

INTERNAL AUDIT UPDATE

The Chief Internal Auditor reported that, in order to assist in effective corporate
governance and fulfil statutory requirements, the Internal Audit Section of the
Finance Department reviewed management and service delivery arrangements
within the Council as well as financial control systems. Work areas were selected for
review on the basis of risks identified on the Corporate Risk Register and as
assessed by Internal Audit in consultation with Chief Officers and Managers. His
report identified and evaluated the performance of the Internal Audit Section and
included details of the actual work undertaken during November/December 2011. He
highlighted a number of issues related to an unforeseen shortfall in staffing resource
and commented also upon the following items of note concerning audit work
undertaken during the monitoring period —

Care Quality Commission (CQC)

Counter Fraud Investigation

DASS Procurement (Day to Day)
Universal Youth Support Service Accounts
Cultural Services

School Audits

Members referred to the concerns that had been expressed at the last meeting of the
Committee (minute 38 (29 November 2011) refers) in relation to the DASS Day to
Day Procurement system and commented upon the unacceptable delays in ensuring
compliance with high priority Audit recommendations. The District Auditor confirmed
that appropriate actions had now been undertaken and that there had been
administrative issues associated with the transfer of responsibility from one
department to another. The Director of Law, HR and Asset Management proposed to
investigate why high priority recommendations had not been implemented in a timely
manner and undertook to provide a full explanation to Members direct. The Chief
Executive proposed also that a review of systems should be undertaken to ensure
that the Council was not exposed to risk.
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Resolved -
(1) That the report be noted.

(2) That all high priority recommendations and any other particular concerns
identified by Internal Audit be brought to the attention of the Chair.

(3) That, if any Audit recommendations are not implemented in a timely
manner, the appropriate Chief Officer be required to attend the Audit and
Risk Management Committee and provide an explanation for the non-
compliance.

AUDIT COMMISSION - PROGRESS REPORT

The District Auditor presented the Audit Commission Progress Report dated 24
January 2012, which provided an update of ongoing work at the Council. Initial
planning had been completed for the 2011/2012 audit (see minute 55 post) and a
detailed working paper requirements document would soon be issued to officers for
the development of more detailed milestone dates for completion of the accounts and
audit of the statements. Initial planning had been completed for the 2011 work on the
Value for Money conclusion and he commented also that follow up work for the
finalised HESPE report was being undertaken.

He referred to the Government response to consultation on the future of local public
audit and provided also an update on the externalisation of the Audit Practice. Other
matters of interest included making the local authority IFRS accounts more
accessible and understandable. The District Auditor set out also a number of key
considerations for the Committee, in respect of the issues highlighted in the briefing
paper.

Resolved -
(1) That the Audit Commission Progress Report be noted.

(2) That reports be presented to future meetings of the Committee upon each
of the key considerations set out in the Progress Report.

AUDIT COMMISSION - AUDIT PLAN

The District Auditor presented the Audit Plan, which set out the work for the
2011/2012 audit of Wirral Council, based on the Audit Commission’s risk-based
approach to audit planning. He identified the significant risks to the audit opinion and
commented that, alongside his work on the accounting statements, he also proposed
to review and report to the National Audit Office on the Council's Whole of
Government Accounts (WGA) return. The extent of the review and the nature of the
report would be specified by the National Audit Office.

The District Auditor was also required to reach a conclusion on the Authority’s

arrangements to secure economy, efficiency and effectiveness and he set out the
significant risks to the value for money conclusion. The fee for the audit was
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£352,800, which represented a 10% reduction on the audit fee for 2010/2011 and he
indicated the specific actions the Council could take to reduce the fee.

In response to a question from a Member in relation to how the Audit Commission
would interact with ongoing peer review work involving the Local Government
Association (LGA), the District Auditor stated that he would be interested in the
findings of such a review and would be prepared to comment upon it. The recently
established Improvement Board could work in a variety of ways and any involvement
of the Audit Commission would be to ensure that arrangements were in place to
achieve value for money.

Resolved — That the report be noted.
AUDIT COMMISSION - MERSEYSIDE PENSION FUND AUDIT PLAN

The District Auditor presented the Audit Plan 2011/2012 for the Merseyside Pension
Fund, based upon the Audit Commission’s risk-based approach to audit planning. He
highlighted the specific audit risks that could have an impact on the Pension Fund’s
financial statements and set out the audit testing strategy. The scale fee for the audit
was £59,181 and he proposed that the work would be completed and opinions issued
by 30 September 2012.

Resolved — That the report be noted.
INSURANCE FUND BUDGET 2012/2013

The Deputy Chief Executive/Director of Finance reported upon the elements which
made up the Insurance Fund, the cost of running the Risk and Insurance Section and
the Budget for 2012/2013. The Insurance Fund Budget was to adequately fund
insurable risk and ensure the equitable allocation of insurance costs. It was one
element of the Council Budget setting process and was agreed by the Cabinet on 24
November 2011 (minute 198 refers).

He commented that Wirral Council had operated an Insurance Fund since its
formation and was one of the first local authorities to adopt a high degree of self-
insurance when large excesses on liability and material damage insurance were
negotiated in the 1980s. Self-funding was a fundamental element of the risk
management strategy and it provided a greater incentive to deal with risk more
effectively since any reduction in claims directly benefited the Authority. He set out
the premia charged in recent years in respect of the three principal risks covered by
the Fund — Combined Liability; Material Damage and Business Interruption; and
Comprehensive Motor, and he highlighted the relevant risks and resource
implications.

Resolved —
(1) That the Insurance Fund Budget 2012/2013 be noted.

(2) That savings to schools (subject to Academy transfers) of £226,000 and
increased costs to the General Fund of £20,000 for 2012/2013 be noted.

Page 4



58

59

CORPORATE RISK AND INSURANCE MANAGEMENT

The Deputy Chief Executive/Director of Finance reported upon progress made
against the objectives for corporate risk and insurance management and he set out
the anticipated developments in the coming months. An item of note related to an
Employers’ Liability case, initially valued at over £250,000 by the claimant solicitors,
which was discontinued in December 2011 without any payment to the claimant, just
two weeks prior to the scheduled trial. The case had been open for over four years
and highlighted the value brought to the claims process by the operations of the Risk
and Insurance Team. The Team had established a full and detailed defence that was
likely to have been successful at trial, after the Council’s insurers had initially sought
to settle the claim. Under the insurance contract the first £250,000 of the claim would
have been met by the Insurance Fund. The Director commented that whilst the scale
of the saving on this individual claim was unusual, the principles and timescales
involved were common.

He commented also that amongst the current portfolio of almost 800 open liability
claims, there were five cases that had the individual capacity to exceed £100,000 in
damages and legal costs, with one currently reserved at a level that would
substantially exceed the £250,000 policy deductible. As with all claims, irrespective of
value, effective procedures were put in place to ensure that a valid defence was
raised wherever possible and the most economic and timely settlement was attained
whenever this was not the case.

A Member referred to the evaluation of the Corporate Risk Management Strategy
and to the significant number of improvement actions that had been identified. He
commented that there appeared to be little evidence of work being undertaken to
effectively manage risk and reduce the risk scores within the Council’s Risk Register.
He commented that it was essential for the Risk Register to be accurate for the
formulation of the Audit Plan and he expressed a view that the Chair of the
Committee should be actively involved in setting the Risk Management Strategy.

Resolved —
(1) That the report be noted.

(2) That the Chair be requested to liaise with those officers responsible for
the development of the Risk Management Strategy and to identify those
key areas that this Committee would wish to be involved in.

(3) That the officers be requested to ensure that the Council’s Risk Register
is regularly reviewed, monitored and updated.

REGULATION OF INVESTIGATORY POWERS ACT 2000 (RIPA) - QUARTERLY
UPDATE

In accordance with the Home Office Code of Practice on covert surveillance, which
required every Council to report quarterly on its use of the Regulation of Investigatory
Powers Act 2000 (RIPA), the Director of Law, HR and Asset Management presented
a summary of the use of covert surveillance by the Council between 1 September
2011 and 16 January 2012.
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He reported that in July 2010, the Home Secretary announced a review focusing on
which security powers could be scaled back in order to restore the balance of civil
liberties, including the use of RIPA by local authorities. The Local Government
Association (LGA) had provided considerable evidence, which showed how evidence
obtained through the proper use of RIPA had helped local authorities support
communities. On 26 January 2011, the Home Office published its review and made
the following recommendations concerning local authorities, which had been
incorporated in the Protection of Freedoms Bill that was progressing through the
House of Lords —

° Magistrate's approval should be required for local authority use of RIPA and
should be in addition to the authorisation needed from a senior officer and the
more general oversight by elected councillors.

° The use of RIPA to authorise directed surveillance should be confined to cases
where the offence under investigation carried a maximum custodial sentence of
six months or more. But because of the importance of directed surveillance in
corroborating investigations into underage sales of alcohol and tobacco, the
Government should not seek to apply the threshold in those cases.

Resolved — That the report be noted.

Page 6



UOISSIUILLIOY kY

L1/0L0C NPNY
O4dN [elIM

Jaodal [enuue - suinjal
pue swiejd Jo uonednye)




§.................................................................................................................................. 89:_0_“8_“__5205555
g SuOQEpUAWIWoa: o Areung
g e suoEpUAWWIoos] snomaid uo sseiBosd o ArpuIng
bbb 1OM UOLEOLILISS LL/0L0Z 30 SHNSON
S, 1O UOREOWIIES L L/0L0Z At 10 Areuung
e Loonposy

SUEe

o]
)
()
©

o



Jodals [enuue — suinjal pue SWie|o JO UOedILe) uolIssIWWo) Jpny

"Blep Jo alnjipuadxas
Jo Aunqibie ayy 1s9) pue spiodal BulAjJapun 0y saujus wio) aalbe 0} (g ¥ v Wed Jo Ajuo vy Led) ajeudoidde se Bunsa)l yoouapun | ‘Juswssasse
1ey) Jo awoo3no ay} uo Buipuada( ")l UO douelal 89e|d 0] J0U JO JBY}dYM BpIdap 0} UJnjal JO Wiejd ay} jo uoneledald ay) Jo} JUSWIUOIIAUD
[0JJUOD By} SSBSSE 0] UOIJONJISUl UOIBIIHSD 8} YIIM 9oUepiodde Ul Yiom Aw pawlopad pue pauueld | 000‘00SF JOAO suinjal pue swiep 1o} =
(Vv Med) sanjeA asay} uiyim sem ey} wiejo sawwelboud a|buls suo ay} Joy ainjipuadxa
Jo Aupqibie jo Bunsey pue spiodal BulAuapun 0} saLus wio) 9albe 0} S)s8) Yoouapun | ‘000‘00S3F PUB 000°GZ L F USOM]aQ SuJnjal pue swWiep 1o} =
'000°GZ13 popaaoxa anjeA swwelboid
ay} [e10} Ul INg p|oysaly} 8y} Mojaq alom jey) swield swwelbold a|buis om) pajajdwod ap) "MalAal e 8)a|dwod uay) pjnom am ‘000‘SZ L3 SpaadIxa
1uelb ay) Jo aJI] 81 J8AO anjeA [e10) 8] SSajun sjuawabuelie Uoneollad a)ew JoU S80p UOISSILWO) 8yl 000‘SZ L3 MOojeg Sulnial pue swie Joj =
:SWI8) peouq
ul 1nqg ‘Apoq BuiAed-juelb 1o Juswiiedap juswuianob ay) Jo sjuswalinbal ay) pue uinjal JO Wiejd 8y} JO anjeA ay} 0} Buiplodoe salieA palinbal jJom ay |

‘owwesbold g1/ 1 0Z 9Y) JO He]S 8yl 210)8q SJa21J0 yym |020j0id pajepdn ue Buisaibe aq |Im SpN "osuodsal e 10} Joom
BUO UIY}IM SJOBJUOD paWeu/Jaljilad wied ay} Yim paseys aq ||IM spodal wied juels) [|000joid 8y} YIM aul| ul J0}euiplood ay} AQ sn 0} paiyjou sI wielo
yoea 10} Joejuod Aay ay] ‘wes) adueul4 8y} Jo Jaquiaw e AQ pajeulplood S| pue S8JIAISS |elouBUIH JO PEOH 8y} pue 8dueul{ JO 10}0aliq PUe 8AIINIaX3Oo»

1e1yD Aindeg ay) Aq pa) si swwelboid swied juelb sy ‘sjuswalinbal JNo JO aieme aJie SI8d1|0 8INSUS O] YIOM JNO JO 82UBAPE Ul |IDUN0YD) 8Y) 0} %u
S|D |1e Jo Adoo e apinoid am pue 8)eol1iad Jisy) aAIB Aay) 810jeq Op 1SNW SIOHPNE }IOM 38U} 1IN0 }8S SIo)IpNE S} 0] UOISSILIWOD JIpNY 8yl Aq panssi (s|D)

SUOIONIISUI UOEOLILISD ‘OpeW dIe SjusWaBUBILIE YoNs aIayp) “Juswalinbal UOeoyieo e spnjoul SUORIPUOD PUB SWIS} sWayos asnesaq suinjes puel-
swie|o BulApeo 1oy sjuswabuelle ayew ‘sanuoyine Jo }senbai ay) je ‘Aew uoISSILLIWOY JIPNY 8Y) ‘866 L 10V UOISSILUWOD JIPNY 8y) JO §Z UOI108S Japufn

‘suJdnjal pue swie|d L1/0L0Z 4noA

UO YJOM uoI}ed1}dd Aw Jo sawoo3no ayj} sasLiewwns Jodal siy] "ajgeljd.s sl suinjad [eioueuly ul
uoljew.iojul ey} 1o Auadoud apew ale saipisqns pue sjueub o) swie|d jey) saipoq buifed-juelb
0} 9dueunsse sapinoad YIom uoljesiyiliad A “sjuswiiedap JuswuidAob 0} uojjew.iojul jeldoueuly
Buipinoid suinjaa a)a|dwod 0} palinbau aue pue saipoq HBuiAed-juelb 1ayjo pue Jusawuiadanob
|eJjuad wou} salpisqns pue sjuelb ul Asuow 21jqnd jo swins abie| wie|d saljlIoyjne |20

UOI}2NPOIU|



4 Jodals [enuue — suinjal pue SWie|o JO UOHedILe) uoISSsIWWo) Jpny

Page 10

‘panoidwi aq 0} peau sjuswabuelle a1aym JO PaAjOSal 8q 0} pasu Jng Juswiiedap ay) o) payodal

10U 8ABY OM ]BU] Sanss| Jayln) Aue os|e pue sanssi uoleoljijenb Aue 0] siajal 1ey) Ja)1s| B Ul 8ouUeUl{ O J01081ig puB 8Alnoexd Jaiy) Aindeq a8y 01 yoeq
odal am MJ0M UoNEDIILSD 8y) JO Uo)a|dwod UQ "SUOIIPUOD PUB SWIS) 8Wayos YIm palidwod Jou aAey nNoA Jo ‘Ajuiepsoun 1o juswaalbesip si aiay)
aJaym Jaye| uoneolijenb e o} Jajal osje Aew a1eolile0 A\ "Alesseosu s SIy) 1ey) SI9o11Jo JNoA yum aaibe | aleym papuswe aq Aew suinjal pue swie|)



Jodals [enuue — suinjal pue SWie|o JO UOedILe) uoissIWwo) ypny

GELLE€E0L3 GZ've’LCL3 (000°0Z1 3 uons|dwod 0} pajewiss [ejo}) |10z 18quiadaq |L¢ }e HJoM UONedlyiiad Jo 3s0d [ejo |
yum paljdwod usaq Jou pey SUOHIPUOD pUE SWIS) SWSBYIS JO UIN}al JO WIe[D 8y} JO JUSIUOD 8y} JIoA0 Ajuienaoun

o v Jo Juswaaibesip sem a1ay) asneoaq Ja)a| uonedllienb e panssi | 8J18ym suinjal pue swied Jo JaquinN

o) ¥ SI0JI8 0} &SNP papusWe suin}al pue sWiejo Jo JaquinN
926'88G°09¢3  €02'c82°L9C3 paiiad suinjald pue swiejo JO anjeA |ejo |
oL 6 swie|Q |ejo

pal13i99 suinjal pue swieod Jo JaquinN

}IOM UONEOIBD LL/0LOT 4O Alewwing | s|qe]

LL/0L0C 01/600¢C
—

‘paliienb aiem swied aAly pue (Jlounod ay} uo joedwl [BlouBUl B peY YdIym Jo a3y} Ajuo) swieo ybia papuawe ap) "SWIB|O UBASS JO M3IA3I ||N} B puBY—
Swie|o 934y} JO MaIABJ Pa}iWI| B INO paLIBD 8M ‘@Say) JO "UOI[|ilu 09ZF PUNOJE JO SN|eA |B}0} B UYIIM SuJnjal pue Swiejd us) paiad wea) Aw ‘L L/010Z Ul %u
"JoW UdaQ SABY SUOIJIPUOD JUBAS|S] 8] JBey] ‘slolipne se ‘sn 0} ajelisuowap ued pue Ajadold ylom uoneoluad sabeuew [1I0UN0Y Y} EEDﬂm
uenodwi alojaiay) SI 3| YsSU Je 8q ued Buipuny 8y} SIYj} 80USPIAS JOUUERD |IDUNOD B} §| "SUOIIPUOD 8S8Y) JoW Sey }I Jey} MOYS Isnw |1ouno) ay] ‘syuelb
9S8y 0] suonipuod yoene sjuswyedsp bulAed juelb ay| "sjuswpedsp BulAed juelb snoleA wody Buipuny Uoljjilu 09ZF PUNOJE SBAIBD3I |IOUNOYD [BLIAA

‘paljiienb 1o papuswie am Jey) SWiejod Uo UoiBWIOUI pue suinjal pue swieo Buleds.d Jo) sjuswabuelle
InoA Jo juswissasse Aw wouy Buisiie sebessaw ay) sapnjoul 3| “swied | 1/010Z 10 uoneoiuso ay) wodj sbulpull ay) sesiiewwns uodald siy |

"L1/01L0Z 10} 9)9|dwod mou si sawwesboid wiejd sjueab ay|

¥JIOM UOI}edl1}i13u99
11/01L02 Aw jo Arewwing



9 Jodals [enuue — suinjal pue SWie|o JO UOedILe) uoIssIWWo) Jpny

Page 12

‘JuswaAoldwli Joy saiunyoddo

ay) Buljieap podal siy) wody suoliepuswiwodal Jo Alewwns ay} Jno s}as Mojaq ¢ a|qe] “swwelbold zZ /L L0Z U} JO Hels 8y} 810joq SIao140 Yyim

SIY} SSNISIP [|IM ©M pue |090}0.d JudlInd 8y} Ul JNO }38s se NoA yum Bujiom Jno aroidwi 0} 8doas os|e si al1ay] "ssadoid aoueunsse Ajjenb ayj punole
sjuswanoidwi Jaypuny ayew 0} wiejd ay) 4o} d|qisuodsal sjuswiedsap [enpialpul 1oy Ayunuoddo ay) sulewal a1ay) ybnoylje uoneoiilad 1oy papiugns
swie|o jo Ajjenb ay) anoidwi 0} Jeak sy} Bunp pajuswajdwi 81om SUOIOY ‘|[oM Pa)IOM [I2UN0Y BY} Je sjuswabuelle uoleulpio-0d wieo juelb ay

(MO0S3 0} MGZ1L3 L PUB M00S3< ) LL/0LOZ Ul G 0} 01/600Z Ul SWIep ¢ ‘01/6002
0} uosliedwoo ul pasealoul os|e uonealljenb Buuinbal swiejo Jo Jaquwinu 8y "0gE‘ /23 JO [1IoUNo) 8y 0} enp Buipuny Jo 8seaIoUl [|eJ8A0 U SBM SIY}

10 108}J8 8 ‘[Iouno) ay) uo 1oedwi [eloueUl B pey SWIB|D papuswle asay) Jo € AJUo ‘JeAamoy ‘Jeak siyl Swiejd g 0] swieo 4 S Jeak 1se| aouls pasesaloul
sey juswpuswe Buuinbal swie|o Jo Jaquinu ay] "1eaA 1se| se swes ay] S| YoIyM SWIe|d us) 8y} JO 88Jy) 1o} uodn paijas SEM JUSWUOIIAUS |0JJUOD 8y |

")Jom 8y} Bulinp punoj sanssi 0] anp sn Ag a)e| paliliad a1am swie|o oM} pue Apoq Buipuny ayy Aq paiinbal sem
uoNeoIILIBd Jayldaym punose Ajuienisoun o) anp JolpNny 8yl O] 8le| pajlilgns Sem Wi auQ | |/010Z 10} 818]dwoo mou si swwelboid wieo sjuelb ay|



. Jodals [enuue — suinjal pue SWie|o JO UOHedILa) uoISSIWWo) Jpny

aouelinsse Ajjenb pue siaded Bupjiom Jo Ajjenp e

"S]0BJUOD JO Bullepud) 8y} punoJe Sjouo) e

‘saljed |eulaixa Ag palsisiuiwpe sjuswAed JOAO S|0JJUOD JO UOIIRIISUOWSP JUSIDIYNSU| o
"uinjal/wied a8y} Jo uoneolijenb Jo/pue JuswpusWE JO PI0JdI SNOINDIH

g% Vv ved Auojepuew / sieah ¢ snoinaid Buunp Ajuo Bunse) y Led e

:9J9M JUSWIUOIIAUS |0JJUOD 8Y) UO 8oueljal aoe(d Jou pjnod am Aym suoseal ulew
8y "UoNeoIIad J0) PaNIWQNS Sulnjal pue SWIejO Us) 8y JO USASS J0) uodn paljal 8g 10U P|NOD JUSWUOIIAUS [04JU0D BY] JBY) PaSSasSe am ‘|, |/010Z Ul

"uinjaJ Jo Wiejo 8y} Jo uone|iduwod yym pajeloosse swajqoid ay) Jo aBpamouy sAenwnND e

"MaIABl pue uoisiAladns jJo Aoenbape ay) Buipnjoul ‘siasedald ay) jJo abpaimouy pue asiuedxy e

Page 13

‘'sladed Buppiom s Ajuoyine ayy jo Ajjeny e

"JIpNE [BUIS)UI PUE [04JU0D [BlOUBUY [eusBlul Buipnjoul ‘sjuswabuelie |0Jju0) e

"SUOIJIPUOD pUB SWJd) SWAYDS 8y} YlIM 0UBpIOdDE Ul puk A|a}eindoe paja|dwod aie suinjal pue swielo ainsus 0} sjuswabuelly e
:SOWAY} dAl} SSOIOB POSSASSE S| JUSWUOJIAUS |0JIUOD BY |

‘wiopad o) pasinbal ase am jey) Bunsa) Jo [8A8] 8Y) 8oNpal aM ‘uinjal Jo wiejo Juelb ol1oads e Joj JUSWUOIIAUS |0JJU0D 8y} Uo soueljal aoeld o) a|ge
ale am 8Jay)\\ "SUONIPUOD PUE SWIB) JueAB|al 8Y) YIM saljdwoo pue a1einooe si ubls Asy) uiniaJ 1o wWieo JuelB ay) 1Y) 8oUBINSSE YJIM J821}J0 80UBUl
8|qIsuodsal ay) SapIA0Id JUSLIUOIIAUS [04)U0D BUOJIS ¥ JUSWIUOIIAUS [0J)U0D 8y} YybBnouy) %su sIy) seiebiiw 1ouno) ay) moy pue Ajixajdwod juaiayul
pue anjeA sji 0] 8np WIED 8yl 0} payoe)e Ysi ay) JopISuod 8\ "uinjal Jo wiejd yoes jo uone|idwos pue uoneledald sy Joj 8oe|d Ul JUBLUUOIIAUS
|0JJUOD B} JO JUSWISSSSE N0 SI 000 00SF JO SS99X8 Ul SI 8NjBA 8SOUM UIN}8J IO WD JueiB AISAS 10 ¥IOM UONEDIILED o Jo) Juiod Buide)s sy |

"}AOM Jey} wouj Buisiie sanssi Jueayiubis

a3y} sybijybiy pue yaom uoijesiyiisad LL/0L0Z Aw jo sjinsal ayj sasiiewiwins uoijaas syl

I
}IOM UOIEOLIISD L1/0LOZ JO S)NSaY



1odal jenuue — suinjal pue swieo Jo UoneodlIue)

uoissIWwo) ypny

‘suonoesuel) |eyded pue

Ajoiesedoas Ajo1esedos aNuUdAal Y}og JO SWnN|OA
pauodal payodal ob.e| e sepnjoul pue . luelb aieopyo
8q 0] (2) seA 8q 0} (2) seA 0 xa|dwo9 sI wied ay] — ON S09'0V1 ‘Sl pue sieak Alles ‘pejs aing
(g) seA ON Gz SOA 9.8y’ uinjal suoisuad siayoes |
palinbai Bunsel g
pue vy Jed alojalay) sieak
€ 1Se| 8y} ul paja|dwod uinjal
ON ON 0 Bunse) v Yed — oN 25219169 $8jel Jl}SdWop-uou |euoiieN
1909 JUSWUOIIAUD
uoneoiyenb [011U0D 8y} JO BAI0adsall
ay} ul Bunsa) pepualxe <
asoy) aJe pasiel Aiojepuew 1no Aueo aweyos Wauaq T
sanssl ||e oN (1) seA 90,2 0] paJsinbal aie am — ON 80S‘GEL‘6S1 Xe} |1ouno?d pue BuisnoH n%u
Q]

400?300 0}

Jpanssi 1a)39|

SIUBWIUOIIAUD

(000.3) uoneoyILd

10} pajuasaid uinjau
10 wied Jo anjeA

19}39] Ul pasiel

uonesyljenb
e sepM\

apew sjuawpuawe
Aue jo anjep

|o43u0d 3y}

sanssl Jayn4 uo paoe|d asueljal sepy

uinjal do wie|o

0000093 @A0Qe swieo / alam alay|
000°00G3 @A0Qe suJanjal pue swie|n :Z 9s|qel

"JUSWIUOJIAUS |0JJUOD 83U} JO aAnoadsalll Bunsse) papusixs Alojepuew
1n0 A11ed 0} palinbal ale am asneosaq Wied Apisqns sjijeuaq Xe) [Iounod pue Buisnoy ay) Jo 108dsal Ul JUSWUOIIAUS |0JJUOD 8Y) SSBSSE JoU 0P SN

‘Bunss) g ¥ v Ued 10  Jed ayepnspun am JuswSSasSe Jey) JO awoo)no ay) uo Buipuadsq ") uo soueljal soe|d
01 10U JO Jay1aym apiosp 0] uinial Jo wieo ay) Jo uoneledald ay) Joj JUSLUUOIIAUS [04JUOD BY) SS8SSE 0] palinbal ale am 000 ‘0053 @A0ge SWiejo 1o

000°00S3 @A0Qe suJanjal pue swie|)



6 Jodals [enuue — suinjal pue SWie|o JO UOHedlILe) uoIsSIWwo) ypny

(01/600Z uI siouid ¢|) Bundwes Ino ul punoyj SJ01JS UONBNO|RD d)egal JUusl g e
(01/600¢ ul sioud ¢) Buldwes uno ul punoy S104Jd UOIBINJIeD JIJouaq Xe) [IoUN00 Z e
(01L/600Z Ui SJoud g|) Buidwes uno ul punoy sious Bunepyoeqg e
:slenew Buimojjo) ay) Jo 10adsal ul AlesSa0au Sem Ja)1a] uonealjijenb e — awayas j1}auaq xe} [1Iounod pue BuisnoH (|)

0000053 @Ao0qe swie|) payiend

"pJemioy} axe} 0} spasu
[IDUNOD By} Jey) SUOIO. pue SBNssI 8y} S1a21y0 Yim Buiealbe pue BulAjieo (1S ale am se Swie[d oM} 8say) Uo siaquiaw 0} Ajojeledas Jodal |[IMm B\ .

‘wiepo Jo

Jeak |euly pue Bunoenuod
-gns JO S|9A9| JueolIubIS
‘syndino 109foid jo
Buniojiuow ayy uo sbuipuly
sJeaA snoinald "Jauled
J0}08s ajeAud e yum

Page 15

Juels g aseyd uoyybug

(%) seA () seA 0 Juswisanul xajdwon — oN 8/£GG5S MaN — swwelboid ajbuig
palinbai Bunsa)
Ajo1eledos Ajoreledas g% Vv ued alojeiay]
payodal paliodal uonepinbi| Jojoenuod pue . Juswabeuew
aq 0} (¢) SeA 8q 0} (¢) SeA - wielo jo Jeak jsii4 — oN €91°/8¢'L UOISOJd [e}Se0d pue poo)
(9) seA ON 0 SN 00002} saIoe} pajgesiq

"Juswpuswe
JO pJooal snoinaud

400®30a 93
19)39] uI pasieu
sonss| Jayn4

panssi 19)39|
uoljesyljenb
e sep\

9pew sjusawpuawe
Aue jo anjep

£JUBWIUOIIAUD
|oJ3u09 8y}

uo pase|d asueljas sepn

(000.3) uoneoyI8d
10} _uou:mwo._n_ uinjald

1o wie|d jo anjep uinjal Jo wie|n




ol Jodals [enuue — suinjal pue SWie|o JO UOHEedILe) uoISSIWWo) Jpny

Ul @oueINSSe UdYe) pue yoeoidde souelnsse Aljenb ay) paiapisuod aABY &M UONONJISU| UONEDIILS) 8y} Joapun palinbal sy “swieo juelb
[|e JO UoIEeDIIaD 8y) JOJ UOIJBUIPJO-00 pue uoissiwgns ‘uone|dwod ayj Joj yoeoidde soueinssy Ajjenp e paysijgelss sey [1ounod ay |

:90UBUI JO J0)081Ig PUB 8aAlnoaxd Jeiy) Aindaq ayj 0 Ja)s| ay) Ul suonoe BUuIMO||0) 8} PapUSILIOIa) PUB SBNSS! Jaylun) pasiel os|e ap\

‘aoe|d ul
sem sjasse papuny swwelbold a|buis Jo AlojusAul Ue jey) Sjelisuowap 0} S|geun Sem [IoUN0Y 8y} ‘YJOM UOIIBOIILSD By} JO awli} a8y} I

Japew Buimo|oy ay} Jo 10adsal ul Aiessadau sem Jaya| uoneouljenb e juels) g aseyd uojybuug maN — awwesboud ajbuis ()

‘Ajo1esedas pauodal oq 0) - Juswabeuew UOISOId [B}SBOD puk poojd (£)

‘Alor1esedas pauodal g 03 - Juelb aleap|iyo pue sieah Alies ‘uels aing (7)

‘wieo jeul} pue jeulbluo ay) usamiaq abueyo ay) Jo Allolew ay) Joj SJUNOJ2R Z LG ¥ZF 1B pue Jo) palsnipe sem siy| "wiejo
8y} ul aunyipuadxa ay} podal Jou pip pue |82 Buipjoy e ojul J8qo}oQ ¢ Bulpnjoul pue 0} dn ainyipuadxe paoe|d jey} Jous walshs y e

"SjUBUS) JUBLIND By} JO abe 8y} JO UOIIBISPISUOD Ul pue UojBAOUSI 10} sue|d 0} anp SI SIY} puBSIapun SN "SIUBUS) 1O}
paJiinbai uey) Jablie| Bueadde Auadoud sy audsep |essajal e 4oy} 1921440 Jual ay} 0} Aidde oy jou si Aoijod Aloyine sbuljjomp uiepao 104 e

"Wa}l SIY} JO} UOHEDIIaD 0} Joud WIejd 8y} puswe 0} 8|ge 8Jom SJadI0 ‘SuoIsuad
pue YIOoAA JoJ Juswipeda YlIM UoISSNOSIp Jaly "saloueus) Julol 01 sejel eouemo|y BuisnoH [eoo] Aidde 0) moy uo Ale|o Jo Joe|y e

"wireo Z1/110Z ®yy ul papnjoul 8q |im Apisgns
JoJ wieo jusnbasqgns pue juswAed ay) pue sesed 8say) pPajoallod SI8dlO “WIeD 8y} uo joedwi ou pey 1ng Jays| uonesllienb ayy
Ul 0] paJajel alem asay) 1no pied Jou Jsuaq o) ApISgns ou sI 81ay) SY “ljeuaq pledun o) paje|al Jey) SI0J® punoy am saouejsul Z U] e

(01/600Z Ul p21INd00 OS|e 8NnssI) "1jauad Xe)] [IDUN0D PUE S8OUBMO|[E JUaJ 0] S||80 UONEI|IoU0Dal Jeak-ul 8y) Usamiaq aouaiaiiq e

(01/600¢Z ul pa.in220 os|e anssl) pied jiyauaq 0} pajuelb jisuaq
JO uonelpuodal sJaliddns aiemyjos ay) ul pajuelb Jijouag pue Wio) Wie ay) ul pajuelb Jyauaq ay) Usamiaq SjUNOWe pa|Iduodal-un e

Page 16



L Jodals [enuue — suinjal pue SWie|o JO UOHedILe) uoISSsIWWo) Jpny

"siop|oyaye]s paisalaul e Agq paalibe

AjlewJoy usaq jou sey | L-010g 40} Juswabuelie Juaind ay) Jey} ysu ay} s alay] “(psemio} buiob sjooyos asay) 40} 8seD 8y} 8q paspul ||Im
PaWLIOUI 8J9M BM UDIYM) sudnjal /Ly umo J1ay) Buionpold aq pjnoys sjooyos Awspeody “juswabuelle siy} Yjim Jusjuod ale saied pajsalajul
[Ie 1By} wjuod pjnom yoiym Aouaby suoisuad siayoes] 40 DYINH J9UNd Ylm 8ouspuodsaliod pajuswniop ylim papiroid ussq jou aAey am Inqg
DYINH WoJj 821ApEe Udye) Sey 1Iouno) 8y} ey} pawlojul usaq aAey ap) "JedA |eioueuly ay) Jo pua ay) [jun dn wa)sAs JjoiAed [1ouno) ayj ein pied
8Q 0] panuilUOd dABY He)s 8soym Ing ‘| L-010Z Buunp sniels Awapeoe pansiyoe yoiym (YbiH yied ¥ Aepooy pue ybiH uojuald) S|00yos om}
Joj suonnguuod sapnpoul (Y Wed) uinjal uoisuad sJayoea] ayj Jo Juawala Ajuoyine [Boo] 8y] - uinjal | L-0L0gZ Ul S|ooyos Awapeoy Jo uoisnjou|

wie|) uoisuad siayoea] (g)

:pauijenb usaq Jou pey Yoiym swieo om)
Buimol|os ay) Joy @ouUBUIH JO JOJ08IIQ PUB BAINDSXT JaIyD Aindaq ay) 0} Ja)a| 8y} Ul suoljoe BUuIMO||0) 8} PapUSWIWODa] puUB SBNSSI Jaypn) pasied S\

0000053 @2A0qe payijenb jou swie|)

fouaby Juswdojenag 1SOAAYLON Y] 0] paniwgns

pue pale|dwoo aq 01 194 sey (01 0z Jequeirdasg Q| ‘ue|d uonenjeag pue Buloyuoly |z eted) wodey uonenjeas 10sloid palinbai ay)
1ey) Buipue)siapun uno si}| ‘wea] uolelauabay s |1ounod) ayl Aq uayeuspun Ajjualind si (uoneald qol) syndino Buiobuo jo Buuoyuow
1.y s1oo1O Aq paliodal sem 1l YJom Uoneolad ayl Jo 8sinoo ay) Bulng | 10z 1snbny ul JuswdojaAap ay) Jo ajoym ay) Jo uonajdwoo
uodn pasijeal aq ||im spndino jey) pajeolpul odal siy] "sauo)sajiw A8y Jayjo pue sindino uo payuodal 1eyl (0L0Z 0L° L paiep)

VAMN 841 0] Liodal 1Ixa ue paniwgns [IDUno0D 8yl suonipuod juelb ay) Jo Led sy Aousby Juswdojeaa 1sa\ YLON au1 Jo [eaoidde ay)
yym (syndino) asn 0} abueyod e paalbe Apjuadal pey [1I9Uunod ay) eyl paysiigeiss sem } ‘Buliojiuow uo Suladuod QL-600Z Jno dn-moj|o} u|

$$9004d 9oURINSSY All[END }SNQOJ B Y)IM POPIOAR USS( SABY PIN0D YdIYM papuswe Wioy Wiejd ayj Uo siollg

‘(g1 pue 2 1s8] |D) Aousby Juswdojora 1SSAA YLON YliMm 8ouspuodsaliod uoneleA 10eiuod Jo joeiixs |elued (9| pue
¥ 1S9 |D) papn|oul Jou S82I0AUI JOJOBIJJUOD Ulew Jo sa1dod yym 8}a|dwod jou alom wield ay} Joddns o} papiroid siaded Buiopp

uonsanb yoes 1o} usalb

s| esuodsal pajielap e JI |nydjay ag pjnom 1l ‘sesuodsal ou / S8A se palajdwoo W0} JUSLWUOIIAUT [0J]UOD UOIJBUIPIO-07) JUBIS)
:ale asay) ‘panoidwi 8q p|nod jey) ssaoolid aouelnsse Aljenb syl uiyum seale paliuapl
aABY @M WIB|D SIY} JO UOIEBOIIIISD 8y} Builonpuod Ul JAASMOH "Swie|d 8y} Jo uole|idwod Jo 108dsal Ul JUsWUOJIAUT |0J3U0D 8y} JO Joadsal

N~

Page 1



cl

Jodals [enuue — suinjal pue SWie|o JO UOHEedILe) uoISSIWWo) Jpny

uonsanb yoes 1o} uanIb

s| asuodsal pajie}ap e JI |njdjay aq pjnom }i - sesuodsal ou / SoA se pa)a|dwiod WO JUSWUOIIAUT |0J3UO0D UOIBUIPIO-0D) JUBlS)
:SI sIy} ‘panosdwil 8q pinod jey ssaoold aouelnsse Ajjenb ayy uiyum
BaJe UR paljijuspl 8ABY &M WIe|d SIY) JO UOBOIIISD 8y} Builonpuod ul JoASMOH "Swiejo ay) Jo uone|idwod Jo 108dsal Ul JusWuoJIAUg [0J3U0D) By}
JO 108dsal ul @ouelnsse uaye} pue yoeoisdde aoueinsse Ajjenb ay) palopiSuod aABY &M UOIIONJISU| UOIBOLISY) 8y} Jopun palinbal sy “swiejo
1uelb |e Jo uoneolad 8y J0) UoeUIpIO-00 pue uolssiwgns ‘uonajdwod ay) Joj yoeoiddde soueinssy Ajljenp e paysiigeise sey |Iouno) ay |

wie|9 sani1oe pajqesiq (9)

"1 1-010¢ 40 syjuow

OM] Jayun} B 1o} panuijuod suoloNpap ‘18A8MOH "01-600Z Ul SisAjeue pua-ieaAk Bulnp Joie siy) palosiap Wwes) |04uo) |jolhed 8yl "L10Z
Key Buipnjoul pue o} dn pue QL-600Z 40 ||e Bulnp spew ag 0} panui}UOD SUOI}ONPapP ‘I9ABMOH 6002 YOJEeN L E Woly pasead aAey 0} ybno
SUOoINQLUIU0D uoisuad |euolippe Woym Joy 8aAojdwe auo pajou HIOM UOIBILISD INQ - pajuswa|dwi jJou 8jep pu3 — SUOHRNJLIUOD [BUOIPPY

Page 18



€l

Jodals [enuue — suinjal pue SWie|o JO UOHedlILe) uoIsSIWwo) ypny

0] paliajsuel) usaq }ak 10U Sey 18SSe 8y} ‘JOASMOH “MIOM])BU JaMOd YsIoos ay) Jo Jed se pajesado pue unJ aq ||IM }I pue uoleslyoads
JamMod ysmoog 01 1jing sem uoneisgns ay] ‘sesodind juswdojaAsp 21LIOU0D8 10} Mied ssauisng ay) ul Aiddns Jemod eajxe jo uoisiroid
ay) ajey|ioe) 0) spew sem uoneoldde juelb ay| 19sse OGN [_MIA B 8Q uonelsqns ayj Jey) Papualul JaASU SEM )1 8snedaq SI SIy) 1ey) Jel1s
[1ounoD AQ pawIojul usaq aABY SN "J8)sIBal 18SSe S)I Ul UoIIeISgNS ay) papn|oul Jou pey Ajioyiny ay) ‘YoM UONBDIILSD 8y) JO awi) ay) Iy .

Jayew Buimol|o} 8y} Jo J1oadsal ul Alessaosu sem Jo)a| uoeolljenb e - yued ssauisng |euoljeulaju] [eddipg — swweaBboud ajbuig (2)

000°00S3 PUB 000°GZL3F UddM}aQ Swie|) payiend

(108foud By} Jo BWINBY| BY} IO}
panoidde juels) swwelbolid a|buls awwelbolid uoIssao0NSg 1UoILIBIBAN

(6) seA ON 0 JO Junowy zG8'vL6'0L3 ) 002 7S apishesia|\ — swwelboid o|bulS
el uoddng dn o
(8) seA ON 0 PPS86E€ MBS BAIsusiu| — sawwelboud o|buig —
()
(3oeloud 8y} Jo swnay| 8y} Joy @
panolidde jueis) swweibold abulg yed ssauisng |euoneusayu] O-

(1) seA (L)saA 0 Jo Junowy 886°G98°L3 ) 00G°0L ) leli\ — swwelboud ajbuig

400?300
0} 19319 Ul pasiel
sanssl| Jayyn4

1a}39] uoneIEND

(000.3)
apew sjusawpuawe uoljes}13u99 1oy pajuasaaid
Aue jo anjep uinjal 1o wie|d Jo anjep u.injal 1o wie|d

swie| €

Swie|d Jo anjeA aAlze[NWIND 3y} Buipn|aul 000°00S3 PUE 000°SZL3 UsaM}aq swie|D

(Bunsey v ped) ainyipuadxe

10 ApqiBije Jo Bunse) pue spiooal Bulklispun 0] salus Wio) 8aibe 0] S)se) ayenepun eM 000‘00S3 PUB 000°GZ L3 Usamiaq suinjal pue swied Jo4

sSwie|d Jo anjeA aAle|nWNID 8y} Buipn|dul 000°‘00S3 PU. 000°GZ L3 U9dM}aQ suinjal pue swie|)



) Jodals [enuue — suinjal pue SWie|o JO UOedILe) uoISSIWWo) Jpny

ssao0.d souelnssy Ajenp
1SNQOJ B YlIM PapIOAR Usa( 8ABY PIN0D YdIYM papuswie aq 0] pey W0} wiefd 8y} uo siolis Jo Jaqunu able| e ‘enoqe pajielap sy

(€1 pue 2
1591 19) YAMN 23Ul yim paalbe se 109foid ay} Joj Buipuny s [1oUn0D Y] WLIJUOD O} UOIBWIOLUI JUSIOIYNSUI OS|e Sem aJay) (9| pue

¥ 1S9 |D) papn|oul 10U SB210AUI J0}OBIIUOD ulew Jo saldod yym ‘a)a|dwod jou alem wield ay) Joddns 0} papirold sieded Buiopp

‘uonsenb yoeas 1o}

uaAIb sI asuodsal pajielap e Ji jnydjay 8q pjnom )i ‘sasuodsal ou / S8A se pa}a|dwod W0} JUSWUOIIAUT |0J3UOD UOIJBUIPIO-07) JuelS)
:2Je asay) ‘panocidwi aq pinod 1eyy ssasoid aoueinsse Ajjenb ay
UIY}IM Seale paljijuapl 9ABY oM Wie[d SIy} JO uonedilad ayj buionpuod ul JoASMOH ‘swie[d ay} Jo uoljeidwod Jo Joadsal ul JuswuolIAUg |0JjJu0)
ay} Jo 10adsal ul oueInsse uaye)} pue yoeoiddde aouelinsse Ajljenb sy} JopiSuod aABY M UOIONJISU| UOIBOLILISD 8yl Japun paldinbal sy "swiejo
Juelb ||e Jo uoljedIIad 8y} JO} UOIeUIPJO-09 pue uoissiugns ‘uone|dwod sy} Joj yoeoisdde aoueinssy Ajjend e paysiigeise sey |Iouno) ayl

juels Joddng dn Mejs aAIsudlu| — awwelbold ajbulg vao
:payijienb usaq jou pey yoiym swieo o\énw_u

Buimo||o} ay1 o} 8dUBUI4 JO 1008l pue aANNdax3] Jaly) Aindeg eyl 0} Jene| 8yl Ul suoioe BUIMO||0) 8Y) papUSWILLIOIa) pue Sanssi Jayun) pasied sp\ w

000°00S3 PUe 000°GZ}3 Usamyaq payenb jou swiejot-
s$s9004d 8oueINSSY AjEnd 1SNqoJ B YIM pPaploAB Usa(q dABY PINOD YdIYym papuswe Ww.ioj wiejd ayj uo JoLg

uonsanb yoes 1o} uanIb

s| asuodsal pajielap e JI |nydjay ag pjnom 1l ‘sesuodsal ou / S8A se pa)a|dwoo W0} JUSLWUOIIAUT |0JIUOD UOIJBUIPIO-07) JURIS)
:a1e asay) ‘panoidwl 8q pjnod jey} ssasold aoueinsse Ajljenb ay) uiyym seale paiiuspl
aABY ©M WIE|D SIY) JO UONBo1IISD 8y} Builonpuoo ul JoASMOH "Swiejo ay) Jo uone|idwod Jo 10adsal ul JUsWuolIAUg [013U0D) 8y} Jo 10adsal
Ul @oueINSSe uaye) pue yoeoidde aoueinsse Ajljenb ay} JopISUOD 9ABY M UOIONJISU| UOljedla) ay) Jopun pasinbal sy “swie|o juelb
[|e JO uoneolIuad 8y} Joj UoeUIpJO-00 pue uoissiwgns ‘uonajdwod ay) Jo) yoeoidde aoueinssy Alljenp e paysijgelss sey |1ouno)) ay |

:@0UBUI4 JO 1010841 pPUB 8AlNoaX] Ja1y) Ainde 8y 0} Jeys| 8y} Ul suoijoe BuIMO||0) 8Y) papuUBWILLIODa] PUB 8NSSI JayLN) B pasiel 0s|e s\

‘sysu
Aue a1ebiiw o} eoe|d ul aie swsiueyosw a)eldoidde jey) |10UNOD 8y} ainsse os|e pue siy} Jo suonedldwi Bununoooe 8y} JepIsuod 0} pasu
s190110 "S1ybll sseooe Jano swajqoud [eba| 0} anp si Jemod Ysijnoog Aq uondope ul Aejap eyl “|eMIA\ YIM SUIBWS) 0S pue Jomod Ysijioos



Gl Jodals [enuue — suinjal pue SWie|o JO UOedILe) uolIssIWWo) Jpny

Page 21

‘(g1 pue 7 1sa] D) VAMN UM 8ouapuodsaliod uoljelieA J0eljuod Jo Joelixe |elued (91 pue
¥ 1S9 |D) pPapn|oul 10U S3JI0AUI JOJOBJJUOD Ulew Jo sa1dod yjim 9)9|dwod jou aiom wiejd ay) woddns o} papiroid sieded Bupiopp

‘uonsanb yoes 1oy

UoAIb S| esuodsal pajielap e Ji Inydjay aq pjnom )i ‘sesuodsal ou / S8A se pa)a|dwod WIo} JUSWUOIIAUT |0J3UOD UOIJeUIPIO-0)) Juels)
:0Je asay) ‘panoidwl aq pjnod 1eys ssasoid aouelnsse Ajljenb ay)
UIY)IM Seale palijuapl oABY om Wie[d SIy} JO uonediilad ayj buionpuod ul JoASMOH ‘swield 8y} Jo uolje(idwod Jo }0adsal ul JuswuolIAUT |0JJu0D)
oy} Jo 10adsal ul oueInsse uaye)] pue yoeoiddde aoueinsse Ajljenb ay) JopisSuod aABY &M UOIONJISU| UONBOLILISD Syl Japun palinbal sy "swiejo
juelb ||e JO uoljedIIad 8y} JO) UOIJBUIPIO-09 pue uoissiwgns ‘uone|dwod ay) Joj yoeosdde aoueinssy Ajjend e paysijgeise sey |10uno) ay |

awuweiboid uoissasong juoapidlep) apishasiapy — swwesboud ajbulg (g)



9l Jodals [enuue — suinjal pue SWie|o JO UOedILe) uoissIWwo) ypny

Apisans ayy Jo sued 1102/010Z au} S9SED JIouUsq pajepyoeq
JBY)0 0} UoIppE Ul SWIED pajepyoeq Joj paJinbal sjuswpuswe
ur‘L1/0L02 ul Joj padinbal ay} Jo 108dsal ul Jejnonued
spieme Buiepyoeq sjusWwpusWY Ul ‘80ua1ino00a. Jusaaid
Ul ulewsal sioig "suolne|nbey 0] Uaye)] 8q UBD UOoIjoe 1eYym
"01/600Z Ul punoy ay) Jo uoneoidde Japisuoo pue wie|d Apisqng
sJoule Bunepyoeq s Aoyiny sjiyouag xe] |19UnoH

Z1 9} JO JNO SBSED ¥ [e00 8y} Jo pue BuisnoH 01/6002
ul Jusw)eal) 1084100  INOAEBJ Ul papuodsal 8] 0] 8pew sjuswpuswe ay)
paile dMAa eyl dMa 8yl pajuswa|du| uebeue|4 wjooje 110z Aenuer MO  MB3IASY :| UONEPUSLIWOISY

LLI0L02Z ZI uer foyny uoljejuswajdwii

SjusaWWOo9 J0}Ipny wouy sjuswwo) | snjejs Juasing ff 19210 a|qisuodsay Jo} ajeq Auoud 01/600Z uonoe paaiby

sieak Jalliea ul udyeyapun YoM UoI}ed1413190 wouy Buisiuie suoljepusawwodadl uo apew ssalboud jo Altewwng ¢ 9|ge|

SONSS| 9A|0SaU J0U pIp 10 pajuswa|dwil Usaq Jou 8AeYy g o
pajuswa|dwi Ajjeiued usag aney g e
pajuswadwl usaq aney z e
:suonepuswiwodal g ay} Jo ‘Wodal ay) Jo Z xipuaddy uiyum uejd uonjoy JNO Ul SUONBPUSWWOO3) g dpew aMm | |/0L0Z U]

Page 22

"}JOM UOI}BDI1}13482 WOl Buisiie sapew
A|snoiaaid aAey | suoljepuawiwodal Bunpuawajdwi ui apew ssaiboid ay} siapisuod UuoI3Ias syl

suoljepusawwodal snoiAaud
uo ssailboud jo Asewwwing



Ll

1odal jenuue — suinjal pue swieo Jo UoneodlIue)

uoissIWwo) ypny

JOU p|NOM Wieo ay}
1ey) pue paonpo.d
9oUapIAG BY} Ylm
Jusluo9, alem Asay)
pawlljuod 8)qg 9yl
‘J0}eulplo-0) juels
leroueuy ay) Aq 84Q

48004 sy}

Aq 1no 18s se uonesijeyded
40} uoniuysp ayj jesw
welb aieopiyy pue siea A
Ale3 ‘ueis aing Aq papuny
alnjipuadxe |endeo 1eyy

ay) 01 ybnouy) Jues slieH ainsu3 — jueub aieap|iyo
L1/01L0Z pue pauueods alom Auuar/suaqoy pue sieaj Ajie3 ‘uejs
ul punoj senss| oN so|l} a|dwes XIS pajuswa|dw| MaIpUy | L0z Aenuer wnipa|n 9INg € UOIIBPUBWILIOIDY
"POAJOAUI SJUNOWE
[lews AjaAne|al
oy} uaAIb anjosal sjuewiep
0) BUILLINSUOO 0} pied junowe ayj pue
ouwi 00} 89 popJeme junowe ay] e
pPINOM UdIym swie|o (|92 uonelIouodal By}
xa|dwod Ajybiy pue |80 aulpeay a8yl e
uo suonoesuel} :usamjaq
JO Jagwinu e Jo 90UBIBYIP B} BA|0SBl
X1} 8JeMYOS  }Insal ay) Ajjlensn aie pue ajeblseaul 01 Jaliddns
Aue pajuswa|dwi  ulewsal yolym asouy) 21em)os ay} Yum asiel
Jou sey |19Uno0D pue salouedalosip - wied Apisgng sjjauag
8yl "LL/0L0Z 9]10u023l 0} pajuswa|dwi Xe] [1ouno) pue BuisnoH
Ul paulewal SaNss|  apew S| Joye Aiaag 10N uebeue|q w|oole L L0z Aenuep wnipajn :Z UOIIEpUSWIWLIOIDY

"Jodal siyy jo g ebed
UO PadUBPIAS SI SIYL

"wie|

LL/01L02
Sjuawwod J0})ipny

‘leulwou aJam wieo
Apisang yjeuag xe|
[1ouno) pue BuisnoH

Z1L uer Aoyny
wo.J} sjusawwo?

snjej}s juaring f 1aoyjo ajqisuodsay

uonejuswajduwi

1o} ajeq

Ayiond

01/600Z uonoe paaiby

Page 23




8l

1odal jenuue — suinjal pue swieo Jo UoneodlIue)

uoissIWwo) ypny

ay} ybnouyy pasapio
SERINVEL S oleleld)
aininy

[le Jey} pssinpe

sey Jojeulplo

-09 Sjuels) [eloueul
3y "juswnoop sy}
0} SS920B 9ARY JElS
[le pue aJjusd yoea
Je p|ay s| sauljapinb
[eroueuly 8y} jo Adoo
pJey Y "S99IAI8S

pue spoob Bulinooud

paule}al 80UBPIAS
pue pajuswnoop Ales|o ale

JO 108dsal ul papJeme S}oeJjuod Jo j0adsal

salnpasoud |eloueul) ul uaye] suoIsIoap 1ey)

‘Aje1eledas payodal S|IoUN0Y) 8By} SlueH alnsuj — jueab aiespliyo
aq [|IM pue | 1/0L0Z 1o aieme ale SIop|oH pajuswa|dwi Auuar/suaqoy pue ieaj AjJe3 ‘uels
ul 8soJe anss| 106png DA3JSS IV Aljenued MaIpUy L L0z Aenuep ybiy 9INg :G UOIIEPUBLIWOIDY
‘sjosse 1INy 4S9DQ@ 9y} Jo sjuswadinbal

papuny |e 1o} 4S93d ul paye|dwod usaq ay) 1982w juelb aleop|iy) pue
ay} Jo syjuawalinbai sey as1019xa SIy | siea A AlJeg ‘wels aing Aq
ay) }98W spJooal "'SaJuU8) ualpyn papuny sjasse ||e Jo joadsal
1osse jey} painsua [|e 0} paje|naJIo Ul papJooal S}asse jey)
10U sey JeaA ise) pue pamalral usaq slJeH ainsug — juelb aseap|iyo
uonoe ayl ‘L 1L/0L0Z  oAey Alojusau| pue pajuswa|dwi Auuar/suaqoy pue Jeaj Ae3 ‘uels
Ul paulewal anss|  Ja)sIbay 1ossy ay | 10N MBIpUY L L0z Aenuer wnipa| 9INg :{ UOIEPUBLIWOIDY

LL/01L02
Sjuawwod J0})ipny

‘paisnipe aq

Z1L uer Aoyny
wo.J} sjusawwo?

snjej}s juaring f 1aoyjo ajqisuodsay

uonejuswajduwi

1o} ajeq

Ayiond

01/600Z uonoe paaiby

Page 24




6l

1odal jenuue — suinjal pue swieo Jo UoneodlIue)

uoissIWwo) ypny

'8 0} 7 Wou}
pasealoul swiejo
papuswe Jo Jaquinu
ay "ylom no Buunp
punoj senss| 0} anp
Apoq Buipuny ay; 0}
9)e| papiwgns alom
Swie0 pauied om|
"UOIeoIINBD palinbal
wiejo ay} Jayaym

0} se Ajuielsoun

0} np uonedIU8D
10} 8)e| paplwqgns
Sem wieo auQ

19beuew

1098[o.d pue Jgjidwoo
‘10]BUIPJO-02 SWIe|D
yim uonounfuoo

ul pamo||o}

Buleq sassaso.d
aouelinsse

Ayenb fewny uo
papiwgns swiep ||

‘'swie|o uoneltsusbal

10 109dsal ul Ajjeolyioads
-Jojipny 8y} 0} papiwgns
swie|o ul Juasaud siolis
uone|idwoo Jo Jaquinu ay}
2onpal 0} ssao0.4d souelinsse
Ajienb ayy anoidwil

0] SNUIUOD pUB MBIASI
-jue.c) awweabolid ajbuig
VAMN :9 Uoilepuswiwioday

paje|dwo)
Allenyed

[[auino

l1eD/euo0)s aAeq |10z Aenuep MO

LL/01L02
Sjuawwod J0})ipny

"sauljapInb |eloueuly
ay] yum alaype 1snwi
uonsanb ul 1dag

Z1L uer Aoyny
wo.J} sjusawwo?

uonejuswajduwi
Joj ajeq

01/600Z uonoe paaiby

snjej}s juaring f 1aoyjo ajqisuodsay Kuoud

To)
Al
()
(@)
Q)
ol




0¢

1odal jenuue — suinjal pue swieo Jo UoneodlIue)

uoissIWwo) ypny

saybnH Jayed

JjNsaJ B Sk uoISSNosIp

o} paau ou s| alay] ‘suodal

/LY 1 elA Ajlenpiaipul papodal

aq |m 8say] "sjooyos Awspeoy Aue

110z Isnbny | apnjoul 1ON M uimai 21 Y1 Z2L/LL0Z

3y} Ul S|ooyos Awspedy O uoisnjoul

uo paJinbal aq Aew sjuswabpnl

9J9YM SEaJe U0 Yd1/DHNH

YlIM SUOISSNOSIP jJuswnoop pue abebua

PINOYS [1I0UN0Y 8y — UIn}ay SuoIsudd

wnipa SJayoea | :Z UoIEpUBWWO29Y

uIn}ay suoisuad siayoea]

joosng sueiq

SuOleN2|eD WIeO }08.1J0oUl

10 @ouasaid ay} asiwiuiw 0} aoe|d ul SI
awibal Bupoayd 1sngol  "uoIssiwgns
wie|d ay} Jo 8dueApe Ul sanss|
91eM}JOS UMOUY 0} 8np Sjuswpuawe
Aiessadau Aue ayew 0} uayeuapun aq

z1L0z Aep Lg (1M MJom aAnoe oud ‘a|qissod aisypp

"90U81IN00083l

JuaAaid 0) Usye)] 8g UeDd suoljoe

Jeym JapIsuoo pue uinyal | 1/0L0Z

8U] Ul spew Ssjuswpusie sy} MaIney

— uinjay Apisgng xe] |1ouno) pue

wnipap Jsuag BUISNOH :| UONEPUBWIWOISY

19213}0 a|qisuodsay

uonejuawaldwi 1o} ajeq uonoe paalby

)IOM UOI}eD113IDD | 1/010Z WoJlj Buisiie suojepuswwodal jo Alewwng :f a|qe|

uinjay Apisqng
Xe] [19uno) pue jjauag BuisnoH

Auoud uoljepuUBWIWOIY

Page 26

suolj}oe ayj pue }Jom uonesyildad Aw wody buisue suoljepuawiwodsad ayj sybijybiy uoiyosss siy|

‘uonejuawajduwi 1oj paaibe

suoljepusawwodal jo Alewwng



14

1odal jenuue — suinjal pue swieo Jo UoneodlIue)

uoissIWwo) ypny

aU0JS pire(

"swie|9 Jo 9940 Jxau Jo} pauoljoe
ZL0Z YoJe\ LS  ©Q |IM pue pajou SUOIEPUSWILLIOdSY

wnipa

JUBAS|SJ BU) JO UOISN[OUI By} e
3IOM UOIJEDIJINIBD BY)
a19|dw oo 0] paJdinbai souspine ay)
JO UOIBJBPISUOD PAJUBWINJOP By} e
w0} Wiejo ay) Jo Bupjosyo jsnqoie e
JUSWUOJIAUS |0JJU0D
B} JO JUBWISSOSSE pPaJapIsuoo B e
:ainsua 0} yoeolidde souelinsse
Aenb ayj 1siIney - sjuels swwelbold
9|buIS |V :G UollepUBWIWO0IDY

sjuelo swwelibold a|buig

U0l pireq

"swiefo Jo 8]oA0 1Xau Joj pauonoe
ZL0Z YoJB\ LE 9] [|IM PUB pa]jou SUONEPUSIWIOISY

wnipajy

‘uonsanb

yoea 10} 90USpIAS pue sasuodsal
pajielop Sapnjoul WI0) JUSLIUOIIAUS
|0J]U0D 8y} a4nsus 0} yoeoudde
aouelnsse Ajlljenb ay] 1ISIneY —
sol|Ioe4 pajgesiq {7 UoEpUSWIWOIdY

jueln sanijIded pajqesig

saybnH Ja1ad

"pauonoe A)1981i09
usaq sey uonoe pajsanbal Aue ainsus
1102 4890100 | 01 sdijsAed 3080 ||Im wes | [01u0)

wnipapy

"siseq Ajawiy e uo pauonoe pue pealbe
uaa( 8ABY SaNSSI |0JJUOD PaIIoU Jey)
WIJUOD pjnom Jey) wea) [joJhed j1ouno)
urew ay) Yjm Syul| Uonesiunuwo
1SNQOJ 8Je 8iay] 1.yl 8INsSud

p|noys wea) j0uod Aed sy — uinjay
uoIsuad sJayoea| ¢ UOIepUSWIWO08Y

19213}0 3jqisuodsay

uonejuswa|dwi 1o} ajeq uonoe paalby

Ayioud

w0y /1 Y1 S,lounod

uoIEPUBWIIOIDY

-

Page 27




(44

1odal jenuue — suinjal pue swieo Jo UoneodlIue)

uoIssIwwo) Jpny

S90IAISS
|eba pue soueul

3} @ABY 0} S| SNO0} 8y "J0}oBU0D
$,10UN0D Y} PUB JOMOJ YSN0OS UY)im
sBunesw jusnbal) aiow Aq pajebiniw

Jo suoneoldwi Buunodoe ay) Jepisuo)
— uoneisgng Alewlld Yled ssauisng
[euoneulalu| [BAIAA :BWWelBold

ypm aainbg Aey Z210Z yole Ls aq |Im Aejap panuiuod Jo 3Su 8y ybiH 9|buIS ;6 UOIEPUBWILIOIDY
"VAMN 01 Apoq 10ssa29ns se ‘g|g

1e 10BjU09 a)jeldoidde o) puas pue Juelb ay} Jo syjuswadinbal ay} yum aul|

HWodal ayj asijeul [jIM SAA "uoia|dwod ul uodal uonenjeas 198loid ay) Hwgns

|eanoeud payoeal joofoid se pue aiedald - ¢ aseyd uoyybug maN

alinbg Aey ZLoZ UYodeN LS VYAMN Yum paleys sem uoday yelq yblH swuwelboid a|buIS ;g UOEPUBLILWOIDY

‘Bununoooy Alioyiny |Bo07 Joy ad1j0eld

JO 8p0D 8y} Ul }N0 }8S Se sjuawnisu|

[eloueul{ uo asuepinb ay} 0}

90UBIaJal Ul 1osse ue se pasiubooal aq

pINOYs SIY} Jayloym Ssasse pue awooul

pasijenuue ay) JO W0} pue ainjeu

"JUBAS|SJ UBYM pUB SB pauoljoe aq ay) ysiigeisg — gz aseyd uoyybug meN

yoidg Auusp ZLoz aunr o¢ [|IM SIY] PpN|oU0D SI 8WaYos ay] Sy wnipaly awuwelbolid a|bulg :/ UOEPUSLIWOIDY

‘Bununoooy

Ajioyiny |e207 Joj 8o130e.d JO

9p0J pue JuelS) 8y) Jo sjuswalinbal ay)

‘passalppe yym aoueldwod ul papiodal 8q pjnoys

ale sanss| 9say) 1ey) ainsua sjesse pajdope 8say) Moy Ssoasse

0] sjuswuedsaq Sa2IAIBS |B2IUYDd | pue pajdope usaq aAey S}8SSe YoIym

pue aoueul{ ‘yuswabeue|) 19SSy ay) ysiigeisg — gz aseyd uoybug meN

uolAnH bay ZLoz aunr 0¢ usamjaq pabuelse aq |Im sbunes|y wnipaly  aswuwelboid a|bulS :9 UOEPUBLIWOIDY

Page 28

19213}0 3jqisuodsay

uoijoe paaiby

uonejuawajduwi J0j ajeq

wieo ayj uoddns 03 8ousping

Auoud uoIjepPUBWIIOIY




€¢

Jodals [enuue — suinjal pue SWie|o JO UOedILe) uoissIWwo) ypny

Page 29

19213}0 3jqisuodsay

aouelnsul Auedwod J1ay) Aq palanod
pue J0}oeJU0) 3y} Jo Aljiqisuodsal
ay} A||eod1uyos) si uoneis-gqns ayy
WwiIslul 8y} U] “)sSl 0} pouad ainsodxe
ay) eonpal 0] a|qissod se Apoinb

SE JaMOd YSI}J00S 0} pallajsuel) jJosse

uonejuswa|dwi 1o} ajeq uonoe paalby

‘padlajsuely Buiaq

194 J0U uoneISgNS By} Wod) sysu Aue
ajebiiw 0} aoe|d ul ale swsiueyosw
ajendoidde jey) ainsus pue
paJajsuel) Buiaq 194 jou uonelsgns ay)

Auoud uoIjepPUBWIIOIY




2 Jodals [enuue — suinjal pue SWie|o JO UOedILe) uoissIWwo) ypny

L1L/0L0Z Juesb oN 0G°C991 0 sjuelb pue saipisqns BuisnoH
01/600¢ juelb oN 0 00912} sall|ioe) pajgesiqg
NIOM 1uelb ualp|iyo pajgesip
Jno Buunp punoy sanssi xa|dwod a0 052,08 05’ LYE6 Joy ybiy Buiwie pue juelb aieop|iyo pue sieak Ales ‘uejs aing
V/N 0G'/€6°C 00°090°¢ uinjal suoisuad siayoes |
1 1/010g pajeldwod g
pue v Hed :01/600¢ paje|dwod v Hed 00°699°C Ge'lel's uinjal ssjel dl}sswop-uou |euolieN

‘1oUno) ay) Aq awi asuodsal
A1enb pue Bunsa) +0f paroidu G/'/8£'89 G/'Z51'2S awiayos Jljauag Xe) |Iounod pue BuisnoH

Jua9 Jad g} -/+ ueyy 1102 Jaquiasag

19)ealb 99} u| sabueyd 10} suoseay 99} 01/6002 ® 99} LL/0LOZ uinjai 1o wien

S99} UOIJeI1HIaD Jo Alewwing G 9|qe|

o
8]

o
(@)
Q)

‘gouelnsse Ajllenb pue siaded BujJom ‘JUSWUOIIAUS |0JJUOD
ay) 0] sjuswaAoidwi ybnoayy sulewal sea) aonpal 0} 8doos "000°0Z L3 Ajerewixoidde aq [Im | 1/010Z 40} Suin}al pue swieo Juelb Q| JO uoneouiad
ay} Joy pabieyo 88y [ej0} 8Y] "000°8Z 13 Sem 010 |4dy Ul panss| Je}s| 884 JpNy [ENUUY 8y} Ul NoA 0} palijou se | |/010Z o} 99} pajedionue ay |

"01/600Z W04} S99} JO |9Ad] 9y} ul sabueyd juesyiubis Aue 10) suoseal
a3y} sybijybiy pue yuaom uoijesiyinsd LL/0Loz Aw wouy Buisiue saa} ayj sasliewwins uoijoas siy

ol

S99} uoIjeol}iliad jo Atewwng



T4

1odal jenuue — suinjal pue swieo Jo Uoneodlie)

uoissIWwo) ypny

Page 31

GZvesLel 00°000°02} [ejoL
G9'289°91 pabieyd aq 0} ||i}s Junowe psjewnsy
pableyo aq 0} s}s02 Jayuny SWOS 05°128'vC 02'6869 Buiuued yuei
"Juswpuawe
Bulinbal swieo ul 8sealoul pue YI0m
Jno Buunp punoy} senssi xa|dwod a0\ 0S°.82‘€l GL'022°01 syo8loud § — swweiboud a|bulg
01/600Z 1uelb oN 0 0S9LZ'vL Juswabeuew UOISOJd [B]SBOO pue Poo|4

juad iad Q| -/+ ueyy

J9)ealb aaj ul sabueyd 10} suoseay

L1L0Z JaquiaseQg
99} 01/6002 ® 994 11/01L02

uinjal Jo wie|n




Z10zZ Arenagag YN ACB UOISSIWUWOJ-JIPNE MMM

UOISSIWWOI Fﬂ

‘Apoq pajipne ay} JO pue sJo}ipne Jo salljiqisuodsal aAloadsal sy suiejdxa UoISSILIWOD UpNy 8y} Aq panssi
sulnjal pue swieo 0} uole|al ul siojipne pajuliodde pue uoissIWWO) 1PNy 8y} ‘saljlioyine ‘saipoq Buiked-juelb Jo sanijigisuodsal Jo Juswalels ay |

"UOISSIWIWOY 1ipny @ 1YybuAdoo abew
‘wea | Bulysiignd uoissiwwod 1ipny ayj Aq uononpoud pue ubisaq
"¢L0¢ UoIsSsiwuwOo) 1Ipny ©

Page 32



Agenda ltem 5

WIRRAL COUNCIL

AUDIT AND RISK MANAGEMENT COMMITTEE
13 MARCH 2012

SUBJECT: INTERNAL AUDIT UPDATE
WARD/S AFFECTED: ALL

REPORT OF: CHIEF INTERNAL AUDITOR
RESPONSIBLE PORTFOLIO | COUNCILLOR TOM HARNEY
HOLDER:

KEY DECISION ? NO

1.0 EXECUTIVE SUMMARY

1.1 In order to assist in effective corporate governance and fulfil statutory
requirements, the Internal Audit Section of the Finance Department reviews
management and service delivery arrangements within the Council as well as
financial control systems. Work areas are selected for review on the basis of
risks identified on the Corporate Risk Register and as assessed by Internal
Audit in consultation with Chief Officers and Managers.

1.2. This report identifies and evaluates the performance of the Internal Audit
Section and includes details of the actual work undertaken during the period.
There are a number of items of note concerning audit work undertaken that
are brought to the attention of the Members for this period and these are
identified at Section 2.7.

1.3.  The Internal Audit Plan for 2011/12 was approved by this Committee at its
meeting in March 2011.

1.4. The Internal Audit Plan identifies all audits required to provide the Council
with adequate assurance regarding the effectiveness of its systems to
manage and mitigate identified risks to the achievement of the Council’s
objectives. It is essential therefore that those elements of the audit plan
designed to support the provision of the ‘annual assurance opinion’ on the
effectiveness of the Council’s control environment and also support the
delivery of the Annual Governance Statement are delivered effectively.
Following the recent acquisition of additional staffing resource identified at 2.4
| am confident that this objective will be achieved by the year end.

2.0 BACKGROUND AND AUDIT OUTPUT

2.1. This report summarises the audit work completed during the period 1°
January 2012 to 28th February 2012. The specific nature of the work that has
been undertaken or is currently ongoing is identified in Appendix |. 25 audits
were undertaken during this period identifying 44 high priority
recommendations to address risks and improve systems in operation across
the Council. Management has agreed to implement all of the
recommendations made within a satisfactory timescale and follow up audits
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2.2.

2.3.

2.4.

2.5.

2.6

are scheduled to monitor progress. Those reports identifying high priority
recommendations are analysed in more detail in section 2.6 of this report.

The Service constantly evaluates the effectiveness of its performance
including a number of performance indicators in key areas that includes the
provision of sufficient resource to deliver the annual Internal Audit Plan and
ensuring that all of the audits identified in the plan are delivered on schedule.

Due to an unforeseen shortfall in staffing resource during the year to date
mainly resulting from a number of members of staff being deployed assisting
an external investigation and the permanent loss of a number of members of
staff, delivery of the audit plan is below the specified target for this time of the
year, and currently running at 79% achievement against the target. This
equates to 160 audits completed to date by the service, it is anticipated that
the overall year end outturn will be approximately 90% as a substantial
amount of work is currently ongoing. This is a considerable achievement
given some of the resourcing problems experienced during the year to date
and includes all of the work necessary to support the provision of the annual
audit opinion on the effectiveness of the Council’s control environment.

In addition, and as previously reported a further three members of staff will
be absent for a combined period of 21 months over the next ten calendar
months due to maternity leave and long term sickness. A review of the
Internal Audit Service is currently being undertaken following the external
review of the Council’s governance arrangements that will probably result in a
restructure to accommodate additional areas of work and will also consider
staffing resource levels. However, in the short term in an attempt to ensure
that service delivery targets are achieved for 2011/12 and the annual
assurance opinion is provided a total of five agency staff have been appointed
on a temporary basis to make up the staffing shortfall and assist us with the
delivery of the audit plan.

Follow Up Audits

The table attached at Appendix 2 identifies the status of those
recommendations made in internal audit reports that have been followed up
during the period:

Audits ldentifying High Priority Recommendations

The table at Appendix 3 identifies audits undertaken over the period which
include recommendations of a high priority nature where a significant risk
has been identified that might affect the ability of a specific service area to
achieve it’s key objectives. The table also indicates the audit opinion provided
on the effectiveness of the control environment, where 4* indicates an
excellent rating and 1* poor. Actual recommendations are identified where
the audit opinion provided is 1*:

All of the action plans in respect of the audits identified have been returned

fully completed with the exception of those identified below. Those returned
all identify appropriate timescales for the implementation of recommendations
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(@)

agreed to mitigate or remove weaknesses. Relevant managers have been
contacted regarding the return of these overdue action plans:

Bidston Village Primary School

Townfield Primary School

Members Allowances, Sources of Income (Law/HR/AM)
Building Security — Wallasey (Law/HR/AM)
Redeployment (LAW/HR/AM)

Departmental Risk Management (LAW/HR/AM)
Departmental Risk Management (DASS)

Items of Note

Annual Governance Statement

A significant amount of work has been undertaken by the Internal Audit
Service this period to ensure that the Council complies with the statutory
requirements of Regulation 4 of the Accounts and Audit Regulations 2003
(amended 2006 and 2011). This well established process for reviewing the
control system, collating information and contributing to the compilation of the
Annual Governance Statement is implemented in full compliance with the
CPFA/SOLACE Best Practice Framework to evaluate the effectiveness of
governance arrangements in operation across the Council. Whilst Internal
Audit is responsible for undertaking the assurance work used in compiling the
Statement, it is important to recognise that this is not a document owned by
the audit function but an Authority statement on the effectiveness of its
governance processes.

The process undertaken by Internal Audit involves:

e Reviewing key governance processes, covering such areas as the
adequacy of Performance Management, key HR functions and
policies; and Risk Management.

e Reviewing reports completed by external review agencies, so as to
ensure that key findings are considered for inclusion in the Annual
Governance Statement and ensuring that appropriate actions have
been taken or are planned to address any issues highlighted.

e Requiring Chief Officers and Managers to review and comment upon
the adequacy and effectiveness of key processes in their areas of
responsibility so as to provide assurance that the governance
arrangements are sufficiently robust.

e Evaluating through testing some of the key areas identified for
adequacy, efficiency and effectiveness.

e Preparing reports for Chief Officers identifying areas for improvement
and reporting these outcomes to the Chief Executive and Executive
Team for consideration.

Further extensive ongoing work is scheduled during 2012/13 to assist
management in the improvement of these systems and processes in line with
developing best practice and regular updates will be provided to Committee
during the year.
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Counter Fraud

Following the enforced absence of the two members of staff from the
Counter Fraud Team and their subsequent short term replacement with a
number of temporary appointments, work in this area is now progressing
well. A number of proactive audits designed to detect any fraudulent activity
across a number of systems are currently being undertaken in the following
areas:

Mileage Claims
Overseas Travel
Corporate Credit Cards
Expenses

In addition to this, the team has been busy delivering the counter fraud
message across the Council through the development of various training tools
and face to face sessions including the production of a new Money
Laundering presentation to be made available via the e-learning facility.

Work is also currently ongoing to update the Fraud Risk Evaluation
Diagnostic provided by CIPFA and designed to evaluate and test the
effectiveness of the Council’s existing arrangements for the prevention of
fraud and the organisations appetite for fraud prevention. The results of this
exercise will be reported to Members of this Committee in due course.

Schools Audits

Audits have been conducted at a number of Primary Schools recently were a
significant number of issues have been identified that were of a very similar
nature presenting risks of a very fundamental and serious control nature.
Following the audits, reports were prepared for Headteachers and Governors
for each of the Schools in question and actions discussed and agreed to
address all of the weaknesses identified with immediate effect and strengthen
the overall control environment. However because of the seriousness of these
issues and their increasingly widespread nature a meeting has been
held with the Director of CYPD and the LMS Bursars Unit to alert them to
these issues and discuss their increased support and involvement with
Schools in these areas. The majority of the weaknesses identified were of a
financial nature and included the following:

Governors declaring pecuniary interests,

Bank Mandates being complete and readily available,

Approval of Charging Policies for hiring and lettings,

Timesheet review and approval,

Raising purchase orders before the payment of invoices,

Separating duties in key processes such as purchasing and asset
control,

Adherence to agreed tendering procedures,

. Maintaining and approving financial procedures.
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National Fraud Initiative (NFI)

Extensive work has been conducted this period to ensure that sufficient
progress is being made by the Council to implement the National Fraud
Initiative for this year. Matching and investigating reports of potential fraud
and error is ongoing with 67 reports having been closed from a total of 78
provided by the Audit Commission, leaving 11 outstanding. Some reports
have had no activity to date and responsible officers have been identified to
ensure that they complete the necessary follow up and investigation work.
Testing is also underway to ensure that reports have not been closed without
proper follow up. Investigation of the matches has, so far, identified 230 cases
of overpayment, due to fraud and error, amounting to £242,198.92, of which
£193,288.54 is in the process of being recovered. Of the 230 cases, 7 have,
so far, been confirmed to be fraudulent resulting in 6 formal cautions. The
remaining confirmed fraud case was not pursued on grounds of ill health but
is in the process of being recovered.

RELEVANT RISKS

Appropriate actions are not taken by officers and Members in response to the
identification of risks to the achievement of the Council’s objectives.

Potential failure of the Audit and Risk Management Committee to comply with
best professional practice and thereby not function in an efficient and effective
manner.

OTHER OPTIONS CONSIDERED

No other options considered.

CONSULTATION

Members of this Committee are consulted throughout the process of
delivering the Internal Audit Plan and the content of this regular routine report.

IMPLICATIONS FOR VOLUNTARY, COMMUNITY AND FAITH GROUPS

There are none arising from this report.

RESOURCE IMPLICATIONS: FINANCIAL; IT; STAFFING; AND ASSETS

There are none arising from this report.

LEGAL IMPLICATIONS
There are none arising from this report.

EQUALITIES IMPLICATIONS

Has the potential impact of your proposal(s) been reviewed with regard to
equality?

(b) No because there is no relevance to equality.
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10.0 CARBON REDUCTION IMPLICATIONS

10.1 There are none arising from this report.

11.0 PLANNING AND COMMUNITY SAFETY IMPLICATIONS

11.1  There are none arising from this report.

12.0 RECOMMENDATION

12.1. That the report be noted and appropriate action be taken by the Members as
deemed necessary.

13.0 REASON FOR RECOMMENDATION

13.1 To provide the Members with assurance that the Council is taking appropriate
measures to comply with statutory requirements to provide an adequate and
effective internal audit service.

13.2 To ensure that risks to the Council are managed effectively.

13.3 To ensure that the Council complies with best practice guidance identified in
the CIPFA publication ‘A Toolkit for Local Authority Audit Committees’.

REPORT AUTHOR: Mark P Niblock
Deputy Chief Internal Auditor
telephone: 0151 666 3432
email: markniblock@wirral.gov.uk

APPENDICES
Appendix 1: Internal Audit Work Conducted/Ongoing — January to February 2012

REFERENCE MATERIAL
Internal Audit Plan 2011/12

SUBJECT HISTORY (last 3 years)

Council Meeting Date

Audit and Risk Management Committee Routine report presented
to all meetings of this
Committee.
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APPENDIX |

INTERNAL AUDIT PLAN 2011/12

WORK CONDUCTED/ONGOING - JANUARY TO FEBRUARY 2012

1. SYSTEMS

(@) Finance - Housing Benefits Write Offs
- Debtors Write Offs
- Treasury Management
- Sundry Debtor Refunds
- Pensions — Payroll
- Pension Fund - Investments
- Pensions - Admin
- Performance Indicators

(b) Law, HR and Asset - Corporate Governance
Management - Payroll
- Licenses

- Members Allowances

(c)  Children & Young People - Youth Services
- Governance
- Out of Borough Placements
- Performance Indicators
- Metro Catering
- Schools Bursar Support

(d)  Technical Services - Cultural Services Establishments
- On line Leisure Bookings
- Performance Indicators
- Transport Division
- Governance

(e)  Adult Social Services - Procurement
- Inter Authority Payments
- Performance Indicators
- Governance
- Risk Management

() Regeneration Housing - Governance

and Planning - Grants
- Performance Indicators
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(g) Corporate Systems - Corporate Governance
- Annual Governance Statement
- National Fraud Initiative
- Performance Indicators
- Contract Awards
- Conflict Declarations
- Gifts and Hospitality
- Constitution
- Corporate Contracts

SCHOOLS

(@)  Thematic Reviews - Financial Systems
(b) Full Reviews — Primary Schools

a) Departmental Servers

b) Information Assurance and ICT Governance
c) Payments

d) Webmail

e) HR Self Service

f) Removable Media

ANTI-FRAUD

(@) National Fraud Initiative

(b)  Counter Fraud Awareness exercise
(c) |IDEA Testing - All Systems

(d)  Corporate Credit Cards

(e) Members Expenses
INVESTIGATIONS

(a) DASS

(b)  Whistleblowing Case (WB)
OTHER

() Final Accounts
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Appendix 2

FOLLOW UP OF AUDIT RECOMMENDATIONS - STATUS

Audit name Dates Opinion | Recommendations Status
Original Follow-up High | Med | Low
report date
Issue date

Merseyside Pension Fund 21/09/11 05/01/12 3* 1 1 0 All implemented

Administration

Debt Recovery 15/07/11 09/01/12 3* 0 1 0 Implemented

DASS Procurement 27/08/10 26/09/11 2* 5 0 0 Implemented

Taxi licenses 09/09/11 24/01/12 3 1 1 0 A reconciliation has not yet taken place on:

(i) licenses issued to the income received
(ii) income received to the monthly budget tabulations.

The Senior Account Assistant is continuing to investigate any
appropriate measures that could be implemented to comply
with the recommendation (report ref 5.3).

The relevant Chief Officer has been notified.

Wallasey Central 18/07/11 08/02/12 2r 4 5 0 Progress has been made in the following area:
Complex Administration
Including Court Fees The safe cash book now records all income that is held in the

safe and a new safe cash book is in operation. The new safe
book is held in a separate place and access is limited to three
officers. However:

(i) regular independent checks of safe contents, is still to be
undertaken, and evidenced with dates and signatures
(report ref 5.5)
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(i) an inventory of all assets has not been compiled and
independently reviewed on at least an annual basis.
Discrepancies have not yet been identified and recorded/
investigated nor has a copy of the inventory been saved on
the Council network.

The manager has advised that he is still awaiting a
response from WITS regarding this issue (report ref 5.7).

The relevant Chief Officer has been notified.

Access Controls - CIVICA

26/08/11

21/02/12

3*

1 recommendation implemented, the following not yet:

Civica should be configured to conform to the Corporate
Password Policy. Where this is not possible, compensating
controls should be implemented to ensure the security of the
information held within the application.

The client is awaiting input on this from the third party software
supplier. This will continue to be monitored by IA.

The relevant Chief Officer has been made aware of this
situation.

Active Directory System

07/09/11

21/02/12

2*

1. There should be a full review of all the accounts identified,
and accounts which are invalid or no longer necessary should
be disabled, and errors corrected.

Expiry dates should be added for third party accounts.
2. Promptly disable all user accounts for leavers

3. The project to synchronise Active Directory with the HR
system should be completed, as planned. It should be
ensured that the proposed Active Directory structure mirrors
the actual organisational structure of the Council as closely as
possible.
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4. A procedure for authorising for changes or additions to the
Active Directory groups should be documented and approved.

We are advised that a project team is currently looking at this
system. This will continue to be monitored and reported by IA.

The relevant Chief Officer has been notified.

Payment Card Industry —
DSS

13/08/11

17/02/12

1*

CSC Software should be upgraded to prevent audio
recordings being made of card details disclosed over the
phone.

This is in progress, a contract has been agreed. 1A will
continue to monitor implementation of this recommendation.

The relevant Chief Officer has been notified.
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Audits Identifying High Priority Recommendations

Appendix 3

The following table identifies audits undertaken over the period which include recommendations of a high priority nature where
a significant risk has been identified that might affect the ability of a specific service area to achieve it's key objectives. The table
also indicates the audit opinion provided on the effectiveness of the control environment, where 4* indicates an excellent rating
and 1* poor. Actual recommendations are identified where the audit opinion provided is 1*:

Total Recs Recs Not Audit High Priority Recommendations
Audit Agreed Agreed Opinion
(H) Provided
St Werburgh’s Catholic Primary School 6 (3) - e Not applicable — 3* rating
Holy Spirit Primary School 13 (13) - * 1. The Financial Procedures Manual should be updated to include all

the relevant areas pertaining to the school’s financial systems.
Once updated, it should be presented to the full Governing Body
for approval, and the approval should be minuted.

1a. All relevant staff should be made aware of the procedures
through their distribution and the procedures should be followed
at all times.

2. All purchase orders should be raised prior to the receipt of the

invoice.

3. The non-order system should be used for utilities only, as per the

financial procedures.

4. All deliveries should be independently checked and evidenced

with a date and signature on the delivery note or equivalent
record.

5. The Charge Policy should include the charges for all income
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5a.

5b.

received in the school for meals for pupils and staff, school milk,
and for letting/hiring charges.

The full Governing Body should agree the basis of charges
regarding utilities costs, and where these costs are to be paid
from. The Governing Body should also agree on whether the
income from lettings/hiring’s is to be paid into the school budget
or the Voluntary Fund account

Once agreed the Charging Policy should then be approved by
the governing body and evidenced in the minutes.

6. The income record should be regularly reviewed by the manager,

6a.

6b.

6c.

6d.

8a.

and evidenced with a signature and date.

Income records should be completed accurately and any
cancelled records should be kept for auditing purposes.

All income should be banked in full before deductions.

All tabulations should be reconciled and evidenced with a date
and signature.

An independent check of the income received to the income
banked should take place regularly and be evidenced with a
signature and date.

A procedure should be in place to confirm receipt of income. If
receipts are to be issued upon request then an official Wirral
receipt book should be used.

All applications for hiring/letting should be completed in full with
amount due, dates paid, VAT details. These should be
authorised by an appropriate delegated staff in accordance with
financial procedures.

The conditions for hiring/lettings should be made available to all
staff operating the system, and to all individuals and
organisations hiring/letting the school premises.
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8b. A hiring/letting diary should be maintained for reconciliation,
monitoring and reviewing purposes

9. All Governors should complete a Business and Pecuniary Interest
form. The forms should be completed annually, and a nil return
completed if appropriate.

9a. A Register of Gifts and Hospitality should be prepared and made
available to all staff. The register should be used to record all
offers received and refused and should be subject to periodic
review by the Headteacher.

10. The full school inventory should be completed as soon as
possible.

10a. A regular independent check should be made of assets held and
evidenced with a signature and date.

11. The specific concerns previously raised in the administration of
the Voluntary Fund account should be immediately addressed
and rectified. Actions and outcomes should be noted in the
Governing Body minutes.

11a. Once audited, the accounts from the period August 2010 should
be presented to the Governing Body.
11b.Audited accounts should be presented to the Governing Body

annually and evidenced in the minutes.

12. Timesheets should be authorised in line with the authorised
signatory list.

12a.Governors should agree the authority signatory for authorising
the Headteachers timesheets

12b.Monthly independent checks should be undertaken on the
payroll system and evidenced with dates and signatures.
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12c.All casual staff should complete a declaration form for each

13.

employment period on the Employment Record Sheet, as
detailed in the schools procedures on Payments to Casual
Workers.

The following items should be presented to the Governing Body
on a regular basis for full approval, and these should be reflected
in the minutes:

Income credit income: credit policy, prompt issue of invoices,
amendment/cancellation, collection policy, recovery policy, and
write off policy.

Purchasing: policy on returned goods, partial payments,
settlements of disputes, taking of cash discounts,

The Information Technology Strategy: the Internet Connection
Policy & Code of Conduct for Internet Usage.

Data Recovery Procedures: are out of date and do not include
details of roles and responsibilities.

The school’s building Security Policy.

Security of Assets: Procedures covering the disposal and write
off of assets, reporting of theft and losses and lost property.
Annual Review of Insurance arrangements.

Personnel and Payroll procedures: defining roles and
responsibilities for recruitment, retention, and emergency
payments.

St Peters School

*k%

Not applicable 3* rating

Well Lane Primary School

1.

Financial Procedures Manual -the following items should be

presented to the Governing Body on a regular basis for full approval
and clearly reflected in the minutes:

Ethics Policy; Information Technology Strategy; Internet Connection
Policy & Code of Conduct for Internet Usage; Security Policy;
Security of Assets; Procedures covering the disposal and write off of
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assets, reporting of theft and losses and lost property; Bank account
procedures; Capital expenditure procedures; Authorised Signatory
List; Income procedures.

2. Insurance - the school's insurance arrangements, including the
insurance managed by the LA, should be reviewed and approved
annually by the Governing Body. The Financial Procedures Manual
should be updated to reflect the following three items. These items
should be approved by the Governing Body and evidenced in the
minutes.

3. Financial requlations - the levels set for obtaining verbal and
written quotes should be clearly defined in the Financial Procedures
Manual. The level set for obtaining tenders, £10,000 in the Scheme
for Financing Schools (Ref. 2.10.1d), should be reflected in the
Financial Procedures Manual.

4. Scheme of Delegation and Authorised Signatory List - to ensure
an effective separation of duties, the Scheme of Delegation and the
Authorised Signatory List should be reviewed and amended to
ensure all staff on the Authorised Signatory List are allocated a
delegated limit in their own right.

5. Personnel and Payroll —

a. The Financial Procedures Manual should be updated to include
policies covering recruitment and resignations.

b. All governors should complete a Business and Pecuniary Interest
Form. The forms should be completed annually.

c. All financial and payroll documents should be stored securely with
access limited to authorised staff.

d. A copy of the bank mandate should be requested from the bank
and held at the school. Relevant staff should be made aware of the
staff detailed on the mandate.

e. Training should be provided to ensure that petty cash can be
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balanced and reconciled by school staff. Procedures should clarify
the expenditure permitted from the petty cash.

f. The audited accounts for year ending March 2011 should be
presented to the Governing Body and approved. Approval should be
minuted. On an ongoing basis, the audited accounts should be
presented to the Governing Body annually and evidenced in the
minutes.

g. The budget for 2011/12 should be approved retrospectively by the
Governing Body and evidenced in the minutes.

Castleway Primary School

*%

Not applicable - 2* rating

Cultural Services Establishments

1. An Income procedures manual should be produced which
explains the procedures governing the operation and
management of income control at all establishments.

n

The procedures should incorporate the following areas.

e Collection of cash income and including cheque receipts
e Recording of income

e Commission policy and procedures

e Donations policy and procedure

e Separation of duty details. Roles and responsibilities
e Monitoring and reviewing process.

e Debt management

e Charging policy and procedures

e Letting’s/hiring’s policy and procedures

o Official receipts

e Banking procedures

e  Security of income
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e Retention of records timetable
e Insurance Cover details

2. Income Procedures should be documented and made available
to all staff involved in the income system across all
establishments. The documented procedures should

incorporate appropriate controls, which all staff should adhere
to in all cases.

Gifts and Hospitality - DASS

A Gifts and Hospitality register for the department must be
established and maintained immediately and the Councils policies

and procedures on gifts and hospitality must be adhered to across
the department.

Pensby High School for Girls

*%

Not applicable 2*
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WIRRAL COUNCIL

AUDIT AND RISK MANAGEMENT COMMITTEE
13 MARCH 2012

SUBJECT: INTERNAL AUDIT PLAN 2012/13
WARD/S AFFECTED: ALL

REPORT OF: CHIEF INTERNAL AUDITOR
RESPONSIBLE PORTFOLIO | COUNCILLOR TOM HARNEY
HOLDER:

KEY DECISION ? NO

1.0 EXECUTIVE SUMMARY

1.1 This report sets out the draft plan of work for Wirral Council’s Internal Audit
Service for 2012/13. The Service is currently the subject of an external review
and following the outcome of this and any subsequent changes in the
structure of the service, alterations may be required to be made to the
planned areas of work. In addition to this, and as part of the routine annual
process a number of meetings are currently taking place with Chief Officers
and their management teams to identify the current and emerging risks and
confirm the accuracy risk registers. This is an essential part of the planning
process to ensure that risks to objectives being achieved in their respective
service areas are identified and audit work programmes formulated to assess
the adequacy of controls in these areas. Regular reports on this will be
brought to the Committee in due course identifying any necessary changes to
the Audit plan as they arise.

1.2 Regulation 4(2) of the Accounts and Audit (Amendment) (England)
Regulations 2006 requires the Council to conduct a review at least once in a
year of the effectiveness of its systems of internal control and to prepare a
statement of internal control in accordance with proper practices. CIPFA and
SOLACE have jointly determined that the preparation and publication of an
Annual Governance Statement, published with the financial statements, is
necessary to meet this statutory requirement. The scope of this governance
statement incorporates consideration of not just internal control, but also risk
management and other aspects of governance.

1.3  The regulations also require the findings of the review to be considered by a
committee of the Council — the Audit Committee — or else by the Council as a
whole.

1.4  The responsibility for implementing, maintaining and reviewing the system of
internal control clearly rests with the Council, but the process by which the
effectiveness of its system of internal control is reviewed, and the governance
statement is made, includes obtaining assurances on the effectiveness of key
controls. In practice, these assurances will be substantially drawn from the
work of Internal Audit, other inspection agencies and the Audit Commission.
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2.3

2.4

2.5

The Internal Audit Plan is therefore focussed on reviewing the critical areas
and including those issues identified by Chief Officers and in recent external
reports and providing assurances to the Chief Executive and Leader of the
Council who are jointly required to sign the Annual Governance Statement.

The plan amounts to a total planned resource of 2787 audit days, of which
2437 days will support the provision of the annual assurance opinion on the
effectiveness of the Council’'s control systems and the Annual Governance
statement.

BACKGROUND AND INTERNAL AUDIT OUTPUT

The Audit and Risk Management Committee is required by its terms of
reference to advise on the adequacy of the Council’'s strategic risk
management, internal control and governance processes.

The Committee is also required to review and approve the Council’s
Statements of Account, including the Governance Statement made annually
by the Chief Executive and Leader of the Council. The Committee’s terms of
reference also oblige it to consider and challenge the annual Internal Audit
Plan and the Statement of Internal Control, now subsumed within the Annual
Governance Statement.

Appendix 1 sets out the Internal Audit Plan and explains the audit resources
available to deliver the service and provide management with sufficient
assurance for the Annual Governance statement.

In developing this plan the Internal Audit Section has:

e Considered the Council’'s corporate and individual departments’ risk
registers;

e Regularly met with the Chief Executive, Chief Officers, Members and
departmental management teams to discuss their risks and related
controls.

e Made its own assessment of the risks facing the Council from
experience, information from professional bodies and the Audit
Commission.

e Considered the findings of external reviews of aspects of the Council’s
service delivery including the effectiveness of its governance
arrangements.

The information derived from these consultations has been incorporated into
the Internal Audit Plan.

The Internal Audit Plan identifies all of those audits required to provide the
Council with adequate assurance regarding the effectiveness of its systems in
operation to manage and mitigate all of the identified risks to the achievement
of the Councils objectives.
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The basis, on which the Internal Audit Plan has been prepared, specifically
the risk based approach and the approach to the audit of corporate systems
complies with CIPFA best practice guidance and has been discussed with the
Audit Commission.

RELEVANT RISKS
If appropriate systems are not in place or are not effective there is a risk of
potential failure of;

The Council not achieving its corporate objectives.

The potential failure of the Audit and Risk Management Committee to comply
with best professional practice and thereby not function in an efficient and
effective manner.

Meeting statutory requirements to provide adequate and effective systems of
internal audit.

OTHER OPTIONS CONSIDERED
No other options considered.

CONSULTATION

Members of this Committee, Chief Officers and other stakeholders are
consulted throughout the process of developing and delivering the Internal
Audit Plan.

The Audit Commission has been approached for their views on the document.

IMPLICATIONS FOR VOLUNTARY, COMMUNITY AND FAITH GROUPS

There are none arising from this report.

RESOURCE IMPLICATIONS: FINANCIAL; IT; STAFFING; AND ASSETS
There are none arising from this report.

LEGAL IMPLICATIONS
There are none arising from this report.

EQUALITIES IMPLICATIONS

Has the potential impact of your proposal(s) been reviewed with regard to
equality?

(a) No because there is no relevance to equality.

CARBON REDUCTION IMPLICATIONS
There are none arising from this report.
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11.0 PLANNING AND COMMUNITY SAFETY IMPLICATIONS

11.1  There are none arising from this report.

12.0 RECOMMENDATION
12.1 That the report is noted and the Audit Plan endorsed.

13.0 REASON FOR RECOMMENDATION

13.1 To provide the Members with assurance that the Council is taking appropriate
measures to comply with statutory requirements to provide an adequate and
effective internal audit service.

13.2 To ensure that the Council complies with best practice guidance identified in
the CIPFA publication ‘A Toolkit for Local Authority Audit Committees’.

REPORT AUTHOR: David A Garry
Chief Internal Auditor
telephone: 0151 666 3387
email: davegarry@wirral.gov.uk

APPENDICES
Appendix 1: Internal Audit Plan 2012/13

REFERENCE MATERIAL

CIPFA Code of Practice for Internal Audit in Local Government
Chartered Institute of Internal Auditors Standards & Protocols for Internal Auditing

SUBJECT HISTORY (last 3 years)

Council Meeting Date
Audit and Risk Management Committee Annual report presented
to March meetings of

this Committee during

last 3 years.
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WIRRAL COUNCIL

INTERNAL AUDIT SERVICE

ANNUAL PLAN 2012/13

Internal Audit Service
Treasury Building
Cleveland Street
Birkenhead

Wirral

CH41 6BU
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1.2

1.3

1.4

1.5

1.6

1.7

EXECUTIVE SUMMARY

The Council provides a very wide and diverse range of services that includes
the management of a significant pension fund and its senior management
teams will be aware both of the risks to achieving their service objectives and
the risks inherent in their work. Each of these risks is managed by a set of
controls designed to reduce the risk to an acceptable level and intended to
operate effectively and consistently in practice. Likewise there are a number
of corporate objectives and activities that affect individual departments, that
bring their own risks and which are similarly subject to control.

The Audit and Risk Management Committee, and ultimately the Council,
needs assurance that these controls have been adequately designed and are
operating effectively in practice. Annually the Chief Executive and the Leader
of the Council jointly sign an Annual Governance Statement which refers to
the effectiveness of both the system of internal audit and internal control.

The assurance needed to make this statement is available from a variety of
sources including external regulators, but also from the Council's Internal
Audit Service. The audit plan identifies those areas where assurance is
required but not otherwise available.

This Annual Internal Audit Plan for Wirral Council is intended to provide the
assurance that the Chief Executive and Leader of the Council need that the
risks to the Council's objectives are being adequately identified and effectively
controlled.

The principles on which it has been developed and the corporate issues in
particular have been discussed with the Chief Executive, the Director of
Finance, Chief Officers and their management teams, Members and the Audit
Commission.

In preparing this plan due recognition has been taken of the current financial
pressures on the Council and the recent ongoing changes in the operating
environment, in particular those arising from funding constraints and
increased risks in those areas and the critical findings from a number of
external reviews recently conducted of Council services. Particular attention
has been paid to the criticism levelled at the Council in relation to its existing
governance arrangements and the need for dramatic improvements in these
areas.

The Service is also currently working hard to establish more robust relations
with Chief Officers and their management teams in an attempt to ensure that
emerging risks within departments are brought to the attention of Internal
Audit in a timely manner to allow specific audits to be conducted and
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1.8

1.9

1.10

1.11

assurance provided to management and Members regarding the
effectiveness of controls in these areas as appropriate.

At the time of writing this report the Internal Audit Service has an
organisational structure of nineteen members of staff having seen a reduction
of six members over the previous twelve months to reflect the changes that
were made across the Council. The plan is therefore based on this available
resource which is sufficient to provide the annual assurance opinion.

The plan recognises and aims to provide assurance over the following
controls and the audit teams are structured to deliver this effectively:

e Cross-cutting controls: These controls manage the risks arising from the
Council's over-arching business objectives that cut across all service
areas and departments.

e Service-specific controls: The controls designed to manage the risks
arising in individual service areas or departments.

e Corporate, or common, controls: These are the controls that under-pin the
Council's work whatever service is being provided and in whatever
service area or department.

The plan amounts to a total resource input to Wirral Council of 2787 audit
days of which 2437 days are required to deliver those audits essential to
provide the annual assurance opinion and support the delivery of the Annual
Governance Statement.

This has enabled the service to identify and target audits to address all of the
risks presented in the most efficient and effective manner. The service is fully
committed to reviewing its own costs and service delivery on an ongoing
basis to continue to provide the best value for money service possible in a
very challenging environment.
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1.12 The building blocks of our Audit Plan, are illustrated below.

The Council’s Control Framework
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2.2

2.3

2.4

2.5

2.6

BACKGROUND

The current legislative framework, as interpreted by the relevant professional
bodies, sets out a requirement for the Internal Audit service to ensure that
assurance is provided over the operation of the Council's key controls, and to
gain an understanding of the various sources of assurance available to the
Council.

The requirement for assurance over the operation of key controls

The plan is intended to provide assurance that key controls are identified and
are operating effectively The Audit and Risk Management Committee is
required by its terms of reference to advise the Council on its strategic
processes for risk management, internal control and governance.

Regulation 4 of the Accounts and Audit Regulations 2006 requires the council
to conduct a review at least once a year of the effectiveness of its system of
internal control and to prepare a statement of internal control in accordance
with proper practices. CIPFA and SOLACE have jointly determined that the
preparation and publication of an Annual Governance Statement, published
with the Financial Statements, is necessary to meet this statutory requirement
The scope of the governance statement is wide, incorporating consideration
of internal control and risk management as well as other aspects of
governance.

The responsibility for implementing, maintaining and reviewing the system of
internal control clearly rests with the Council, but the process by which the
effectiveness of its system of internal control is reviewed includes obtaining
assurances on the effectiveness of key controls. In practice, these
assurances will be substantially drawn from the work of Internal Audit.

The framework of assurance

Regulation 6 of the Accounts and Audit Regulations 2006 also refers to the
concept of the system of internal audit. This is defined by CIPFA's Audit Panel
as the whole framework of available assurance that mirrors the framework of
internal control, and is explicitly wider than the assurance available solely
from the Internal Audit service.

The framework of assurance will derive from a variety of sources, but it is
expected that the audit service will be in a position to take a holistic view of
the assurance available.
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3.2

3.3

3.4

DEPLOYMENT OF INTERNAL AUDIT RESOURCES

The Audit Plan is stated in terms of days input, and this has been estimated
as accurately as possible. However neither the resources available nor the
exact time that will be taken for any single piece of audit work is capable of
exact estimation at this stage. The plan therefore represents only a best
estimate of the audit resources and the ways in which they will be deployed.

The plan must be flexible and ‘dynamic’ by its very nature, to ensure that it
can react and accommodate the identification of any unforeseen risks and the
subsequent requirement for additional audits to be conducted in all areas
during the year.

The planned overall deployment of audit resources on the Council's Internal
Audit service is as follows:

4 N
Controls over Cross-Cutting Risks (S.4)
600 Days
\ J
r A
Service Specific Controls (S.5)

758 Days

J
4 N
Corporate or Common Controls (S.6)
1079 Days
N\ J

Other Areas of Work / Management of the
Service / Contingencies (S.7)
350 Days

A more detailed breakdown of the plan by control system is shown overleaf
and each of the separate elements of the audit plan for the Authority is
explained in more detail on the pages below.

Page 61



CONTROLS ASSURANCE Estimated Audit Days
Controls Over Cross Cutting Risks --

Corporate Governance
Risk Management

Other Related Work (See Section 4)

150 600

50

Service Specific Controls --

Adult Social Services

Children and Young Peoples (Incl Schools)
Technical Services

Regeneration

Law, HR and Asset Management

Merseyside Pension Fund

150
230
108
70 758
100

100

Corporate or Common Controls --

Financial Systems

ICT Systems

Anti-Fraud

Commissioning and Procurement
Human Resource

Partnerships

Constitution

Contracting

400
300
299
20 1079
20
10
10

20

Total - Controls Assurance Opinion

Other Areas of Work (incl Follow Ups)
Management and Contingencies

Total Audit Plan 2787
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4.2

4.3

4.4

CONTROLS OVER CROSS-CUTTING RISKS

There are a number of important areas that cut across all the work of the
Council and that should always form part of the Audit Plan; governance and
risk management in particular. Audits are scheduled to be completed in those
areas that include;

Increased ongoing input throughout the year to the Council’'s governance
processes, working with managers to ensure that systems and procedures
are effective and efficient. Included within this initiative will be detailed
reviews and testing of existing arrangements and the formulation of
actions required to improve current operations in line with best practice
and the requirements of the findings of external reviews undertaken. Work
in this area will include:

Corporate/Service Plans
Corporate Policy

Performance

Departmental Budgetary Control
Constitution/Localism

The annual governance exercise to be completed in compliance with the
CIPFA/ SOLACE document "Delivering Good Governance in Local
Government" (2007), encompassing obtaining assurances from Chief
Officers and senior managers, review of some key elements of the
governance structure, and the review of external reports. The results of
the review are used to inform the production of the Annual Governance
Statement for publication in the Council's Statement of Accounts.

A review of the implementation of recommendations identified in Audit
Commission reports, especially the Annual Audit and Inspection letter.

A review of the Council’s risk management arrangements is to be
completed during the year in accordance with the CIPFA publication “It's a
Risky Business” to evaluate the degree to which these systems are
embedded into the culture of the organisation.

There are other areas that may also be regarded as critical and require
periodic review, for example the Council’s role as the accountable body for
substantial government funding to other organisations in the area, and
partnership working which is a recurring theme and remains a high risk.

More work to review the Council’'s arrangements to reduce its Carbon
footprint is scheduled for 2012/13 to evaluate the likely effectiveness of the
planned measures identified and comply with the legislative requirements.

We estimate that we need to spend 600 days in total reviewing controls over
cross-cutting risks.
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5.2

5.3

5.4

5.5

SERVICE SPECIFIC CONTROLS

Internal Audit have assessed the risks facing systems in operation within
each department taking account of revised structures and some fundamental
changes to the way in which services are to be delivered in these areas, as
well as external criticism of governance systems in operation and devised a
risk-based audit plan based on this. A judgment has been made within the
audit team of the relative weightings of each risk identified (based on a
combination of the significance, nature and impact of each risk, and its
likelihood), and this has served as a benchmark against which the audit input
to each area has been assessed. Our assessment has also been informed by
detailed discussions with Chief Officers and Members, examination of risk
registers, plans and similar documents developed by each department and by
participation in the development of risk management processes including on-
going liaison with the Corporate Risk Manager.

Audit resources have been set aside for each department and service area to
address the need to liaise with the senior management teams on a regular
basis, to report our work to them, and to follow up and re-assess our findings
as the actions previously agreed with management are implemented.

Key elements of the audit plans for each department are set out below.

Adult Social Services

The department continues to operate in a challenging environment where it is
under pressure to examine the services it provides and those it commissions
to deliver positive outcomes for service users in an efficient and effective
manner within constrained resources. Our work will focus on a number of
initiatives underway in the department to respond to these key pressures.
They include the following, however it must be noted that discussions are still
taking place with senior officers from both within the department and across
the Council regarding systems to be audited:

e  Care Quality Commission — monitoring and governance around the
DASS Improvement Plan.

) Safeguarding Adults

. Personalisation

J Risk Management

J Performance

. Inter Authority Payments

J Residential, Nursing and Domiciliary Accredited Providers
. Service User Finances

° Income

Our planned work for 2012/13 amounts to 150 days.
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5.6

5.7

5.8

5.9

5.10

5.1

Children and Young People

The review of Schools is to be undertaken via two strategies. Firstly, by
completing full audit reviews of the controls at a sample of schools assessed
as “high risk” following an evaluation exercise utilising key risk factors.
Secondly, important cross-cutting themes will be reviewed across a number
of schools so as to enable more timely assurances to be provided on controls
in key systems, such as Payroll and Personnel, and Budget and Treasury
Management.

Other work that will be scheduled includes the following:

e  Schools Financial Value Standards

e  Schools Transition to Academy Status
e Leaving Care

. Safeguarding Children

. Foster Care

° Free School Meals

Our planned work for 2012/13 for the department amounts to 230 days.

Technical Services

Audit work currently scheduled within the department includes the following,
however it must be noted that discussions are still ongoing with management
across the Council regarding specific risks and the requirement for individual
audits to be undertaken in those areas:

) Road Safety

) Health and Safety

e  Business Continuity
J Emergency Planning
J Highways

J Performance

e  Transport Planning

. Financial Procedures

° Leisure Services Income

We have allocated 108 days to carry out our planned work for 2012/13.

Regeneration

Audit work currently scheduled within the department includes the following,
however discussions are still ongoing with management across the Council
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5.12

5.13

5.14

5.15

5.16

5.17

regarding specific risks and the requirement for individual audits to be
undertaken in those areas:

. European Social Fund
) Grants — Control and Coordination
o Grants — end to end process review

. Local Business Grants

At this stage 70 days have been allocated within the audit plan for this
service.

Law, HR and Asset Management

Some of the key risks identified in this area of service delivery are
predominantly associated with systems that are identified as being of a
corporate or common nature. Work identified in the audit plan for 2012/13 to
evaluate the efficiency and effectiveness of arrangements in place have been
identified at Section 6 of this report and include such things as Absence
Management and HR Self Service.

Audit work currently scheduled within the department includes the following,
however discussions are still ongoing with management across the Council
regarding specific risks and the requirement for individual audits to be
undertaken in those areas:

Payroll

e  Conflicts/Declarations of Interest
J Performance Management

e  Asset Management

e  Carbon Reduction

° Council Policies and Procedures

Our planned coverage for 2012/13 amounts to 100 days.

Finance Department

Our work in this department during the year will continue to focus pre-
dominantly on audits of the key financial systems. More detail can be found
regarding scheduled work in this area at Section 6 of this report. In addition to
this, a number of audits are scheduled to evaluate the controls in operation
across other services currently managed by the department that present a
risk to the organisation, for example Information Management which includes
Records Management and Freedom of Information systems.

Additional work in this area is identified:
) VAT Compliance

o Capital Investment Programme
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e  Accounts Write Offs
e  One Stop Shops/Library Mergers.

Pensions

5.18 The Pension Fund presents significant risks to the organisation due to the
very complex, high profile nature of the work undertaken and the significant
monetary value of the fund. Our work in 2012/13 will continue to focus on
three distinct areas:

e Governance of the Pension Fund;
¢ Management of the fund’s assets; and
e Pension’s Administration and Payroll — processes and systems.

5.19 Our planned coverage for 2012/13 amounts to 100 days.
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6.2

6.3

6.4

6.5

6.6

CORPORATE CONTROLS

The Council's work is underpinned by controls that are operated in common
across the whole organisation. We have discussed what other corporate or
common controls exist to manage the Council's key risks with the Director of
Finance, the Members and Chief Officers during the course of our planning
process.

The audit plan therefore includes provision for 1079 days on corporate or
common controls, broken down as follows:

Financial Control Systems

Financial control is a key element of the Council's overall control environment.
Therefore audits of the core financial systems under-pinning the operations of
the Council are included in the Audit Plan. To comply with the International
Financial Reporting Standards (IFRS), we have identified the core financial
systems and agreed them both with the Director of Finance and the Audit
Commission. They include

o Main Financial Information systems,

o Payroll,

o Payments,

o General Ledger and Accounting Arrangements,

e  Cash Collection and Income Control,

e  Treasury Management,

) Housing Benefits,

e Revenue systems i.e. Council Tax, Business Rates, Sundry Debtors.

Reviews of all these systems have been designed to include specific work on
the risks associated with non compliance with the International Auditing
Standards and the centralisation of Revenue functions within the Finance
Department.

We plan to continue to audit each system from the corporate centre to
individual services and back to ensure that we address each system as a
whole. This approach, agreed with the Audit Commission will allow them to
place more reliance on our work both as part of their assessment of the
Council's overall risk and control environment, and to obtain audit evidence
over the systems by which the Council's financial reports are generated.

The plan includes 400 days to cover the Council's key financial systems,
including work on centrally operated controls and those operated within
departments, and work using computer assisted audit techniques to test the
data processed through these systems.

ICT Systems and Controls

The plan includes 300 days on the key corporate ICT and information
systems and, together with our work on the financial systems; these areas will
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6.7

6.8

6.9

6.10

6.11

6.12

provide the core assurance required by the Director of Finance as the Section
151 Officer.

In the light of ongoing national government initiatives, such as the
Government ICT Strategy and the Protection of Freedoms Bill, we will
continue to advise on the controls being developed for the protection of
personal and sensitive information that is transferred or shared with bodies
both within and outside of the Council.

Changes in departmental structures and roles & responsibilities, resulting
from the severance exercises may have exposed ICT systems to significantly
increased risks in some areas. We will review the control environment to
ensure that it remains robust and effective and that where controls are
dramatically weakened appropriate actions including compensating controls
are implemented to negate the threat presented.

Other work scheduled in this area to date includes:

. Information Assurance and Governance
. Virtualisation

. Information Assets

) Departmental ICT Systems

. Disaster Recovery

° Firewall

Commissioning and Procurement

To provide services which meet the needs of the people of Wirral, and
develop improved outcomes cost effectively, it is essential that the Council
has effective procurement arrangements. We intend to review the
effectiveness of the current arrangements operated within the central function
and in departments, specifically identifying areas of good practice which can
be shared across other service areas. We will also provide advice and
guidance on the control environment to any teams established to develop and
improve the service utilising the latest technology.

Contracting

The management and delivery of major works contracts present a significant
risk to the Council and consequently we plan to undertake a significant
amount of work in this area during the year. The focus of this work will be on
the scrutiny of final amounts paid to contractors for a sample of projects
evaluating the evidence trail for any significant variances from the original
contracted total and for compliance with the Council’s Constitution.

Partnerships

Work will be undertaken during the year to evaluate the governance of
partnerships across the Council, examining contract agreements with
partners including those of a third party arms length nature, looking
specifically at the delivery of agreed outcomes, monitoring targets and
reporting lines and all of the financial aspects.
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6.13

6.14

6.15

6.16

6.17

6.18

6.19

Constitution

Further work will be undertaken to evaluate key elements of the Council’s
Constitution to ensure that they remain compliant with current best
professional practice and fitness for purpose.

Human Resources Systems and Controls

One of the Council’s priorities is to further reduce working days lost due to
sickness absence and this continues to be closely monitored at the highest
levels, especially in the current environment. With this in mind, we intend to
provide assurance over the adequacy and effectiveness of the corporate
absence management system. This will involve reviewing the consistency
with which policy has been implemented throughout departments, and we will
also consider the development of the electronic management system, paying
particular attention to the accuracy and timeliness of management information
reports which ultimately feed into key performance information for the
Council.

Discussions are currently ongoing with Chief Officers regarding work that will
be conducted in this area of operations; however a number of systems have
been identified in relation to a number of key corporate initiatives that will
require audit input. These include:

. HR Self Service
e  Workforce Planning

. Severance

Our plan includes 30 days to address this work.

Controls to Manage the Risk of Fraud

During 2012/2013 significant progress was made with regard to the
development of the Counter Fraud Team as a corporate resource to deter
fraud.

A further exercise is to be completed to raise the awareness of Wirral Council
employees to fraud. Utilising a CIPFA Fraud evaluation diagnostic, the
exercise should continue to raise staff awareness to the threat of fraud,
identify the existing policies and procedures which Wirral Council has in its
armoury to fight fraud whilst also identifying training needs amongst those
involved in the exercise.

Key areas included in the Audit Plan to address issues raised include the
following initiatives that will be delivered during the year:

. Implementing Fraud Awareness Training to ensure that all Council staff
are better prepared to identify potential frauds and are aware of what
actions are required by them to reduce the risk of fraud; and following
potential identification, the correct reporting procedures to follow,

. Continuing to promote a counter fraud culture amongst all Council staff
to prevent potential opportunities for fraud from arising. and ensuring
that appropriate polices and procedures are either in place or developed
to deter the would be fraudster. This will be undertaken through
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6.20

6.21

6.22

6.23

6.24

attendance at team and management meetings, circulating fraud
newsletters, utilising the Intranet, and providing ongoing best practice
advice and guidance in a variety of different ways throughout the year.

Other work identified in the Counter Fraud section of the Audit Plan is
concerned with detecting fraud, for example through the use of audits of the
following systems where detailed testing and scrutiny will be conducted
utilising Computer Aided Auditing Techniques to examine and test 100% of
the output for potential frauds:

e Payroll

e Creditors
e Debtors
e Pensions

e Travel and Expenses

e Gifts and Hospitality

e Car Mileage

e Corporate Credit Cards
e Mobile Phone Systems
e Non Executive Directors

e Employee Vetting

The Counter Fraud Team is also responsible for managing the Audit
Commission’s National Fraud Initiative. This is effectively a large-scale
programme of computer assisted audit techniques undertaken
nationally, which generates a variety of indications of potential
irregularities that are investigated and appropriate actions taken.

Legislation to combat fraud and corruption such as the Bribery and Money
Laundering Acts have recently been introduced and Local Authorities are
required to demonstrate compliance through the introduction of various
policies, procedures and working practices not previously required. The
Internal Audit service plans to undertake some work in this area during
2012/13 to evaluate progress made by the Council to comply with legislative
requirements. We also intend to work with officers, providing training in key
areas to ensure compliance with the law.

In addition, all potential frauds against the Council will be investigated by the
team and following this appropriate advice and guidance provided to
managers and officers to enable them to implement improved fraud
prevention and detection systems.

We have allocated 300 days for this work.
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7.2

7.3

OTHER AREAS INCLUDED WITHIN THE AUDIT PLAN

An allocation of 100 days has been made for contingencies to be utilised
during the year to provide additional support to those areas of the
organisation identified as presenting significant risks and having, due to
circumstance, not been previously considered during the planning process.

Another 50 days have been set aside to cover other management and tasks
in support of the Internal Audit service to the Council, such as:

e Liaison with departmental management teams, the Chief Executive and
the Chair of the Audit and Risk Management Committee,

e Liaison with the Audit Commission;

e Attendance, support, and reporting to the Audit and Risk Management
Committee as required;

e Supporting Service Managers.

A further 200 days have been allocated to evaluate progress made to address
issues identified during earlier audit reviews within all individual service
delivery areas and report to Committee any significant issues identified.
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Agenda ltem 7

WIRRAL COUNCIL
AUDIT AND RISK MANAGEMENT COMMITTEE
13 MARCH 2012

SUBJECT: ANNUAL GOVERNANCE STATEMENT
(AGS) 2011/12

WARD/S AFFECTED: ALL

REPORT OF: DIRECTOR OF FINANCE

RESPONSIBLE PORTFOLIO COUNCILLOR JEFF GREEN

HOLDER:

KEY DECISION? NO

1.0 EXECUTIVE SUMMARY

1.1 The preparation and publication of an Annual Governance Statement is
necessary to meet the statutory requirement set out in the Accounts and Audit
Regulations 2003 (amended 2006 and 2011).

1.2 This report explains the requirement for the Authority to produce the Annual
Governance Statement declaring the degree to which it meets the Governance
Framework.

1.3 Attached at Appendix A is a draft Annual Governance Statement for 2011/12.

2.0 RECOMMENDATION

2.1 That subject to: any comments from this Committee; any material changes to
the control environment and corporate governance arrangements of the Council
between now and the end of the financial year (31 March 2012); the Annual
Governance Statement for 2011/12 is agreed and appended to the Statement
of Accounts 2011/12.

3.0 REASON FOR RECOMMENDATION

3.1 The production of the Annual Governance Statement is necessary in order to
meet fully the statutory requirements of Regulation 4 of the Accounts and Audit
Regulations 2003 (amended 2006 and 2011).

4.0 BACKGROUND AND KEY ISSUES

4.1 Regulatory Framework

4.1.1Regulation 4 of the Accounts and Audit Regulations 2003 required councils to
review the “effectiveness of their system of internal control” and to publish a
Statement on Internal Control (SIC) with the Financial Statements of the Local
Authority each year. It also requires the findings of the review to be considered
by a Committee of the Council.
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4.1.2The Accounts and Audit Regulations 2003 were amended in 2006, and
CIPFA/SOLACE produced the Delivering Good Governance in Local
Government Framework (“the Framework”). This required the production and
publication of an Annual Governance Statement by the Council to replace and
subsume the Statement on Internal Control from 2008.

4.2 Governance

4.2.1Governance is about how the Authority ensures that it is doing the right things,
in the right way, for the right people, in a timely, inclusive, open, honest and
accountable manner. It comprises the systems, processes and controls, and
cultures and values, by which the Authority is directed and controlled and
through which it accounts to, engages with, and, where appropriate leads the
community (Source: CIPFA/SOLACE Delivering Good Governance in Local
Government).

4.2.2Effective governance arrangements ensure that:
* Authority policies are implemented in practice;
* Authority values and ethical standards are met;
* Laws and regulations are complied with;
* Required processes are adhered to;
* Financial statements and other published information are accurate and
reliable;
* Human, financial and other resources are managed efficiently and effectively;
 High-quality services are delivered efficiently and effectively.

4.2.3The Framework identifies six core principles of good governance:

1. Focusing on the purpose of the Authority and on the outcomes for the
community and creating and implementing a vision for the local area.

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

3. Promoting values for the Authority and demonstrating the values of good
governance through upholding high standards of conduct and behaviour.

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

5. Developing the capacity and capability of Members and officers to be
effective.

6. Engaging with local people and other stakeholders to ensure robust
accountability.

4.2.4Taking account of the above, local authorities are expected to undertake the
following:
* Review their existing governance arrangements against the Framework
* Maintain an up to date local Code of Governance, including arrangements for
ensuring its ongoing application and effectiveness
* Prepare an Annual Governance Statement to report publicly on the extent to
which they comply with the principles.
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4.3 Process

4.3.1Within the Council there is an existing, well established process for the review
of the control system and preparation of the AGS, managed by Internal Audit
and reported to the Corporate Governance Group and the Audit and Risk
Management Committee.

4.3.2Whilst Internal Audit is responsible for undertaking the assurance work, it is
important to recognise that this is not a document owned by the audit function
but an Authority statement on the effectiveness of its governance processes.

4.3.3The process includes:

a. Reviewing key governance processes, covering such areas as: adequacy of
performance management; key HR functions and policies; and risk
management.

b. Reviewing reports completed by external review agencies, so as to ensure
that key findings are considered for inclusion in the Annual Governance
Statement and that appropriate actions have been taken or are planned to
address any issues highlighted.

c. Requesting Chief Officers and Managers to review and comment upon their
areas of responsibility so as to provide assurance that key governance
processes are robust.

5.0 RELEVANT RISKS

5.1 Potential failure of the Council to comply with the statutory requirement of
Regulation 4 of the Accounts and Audit Regulations 2003 (Amended 2006 and
2011).

5.2 Failure to manage risks identified may prejudice the achievement of corporate
objectives.

6.0 OTHER OPTIONS CONSIDERED

6.1 No other options considered.

7.0 CONSULTATION

7.1 Members of the Corporate Governance Group and the Executive Team have
been involved in the development of the Annual Governance Statement.

8.0 IMPLICATIONS FOR VOLUNTARY, COMMUNITY AND FAITH GROUPS

8.1 There are none arising from this report.

9.0 RESOURCE IMPLICATIONS: FINANCIAL; IT; STAFFING; AND ASSETS

9.1 There are none arising from this report.
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10.0 LEGAL IMPLICATIONS
10.1 There are none arising from this report.

11.0 EQUALITIES IMPLICATIONS

11.1 There are none arising from this report.

12.0 CARBON REDUCTION IMPLICATIONS

12.1 There are none arising from this report.

13.0 PLANNING AND COMMUNITY SAFETY IMPLICATIONS

13.1 There are none arising from this report.

FNCE/55/12

REPORT AUTHOR: David Taylor-Smith
Deputy Director of Finance
telephone: 0151 666 3491
email: davidtaylor-smith@wirral.gov.uk

APPENDICES
Appendix A — Draft Annual Governance Statement 2011/12

REFERENCE MATERIAL

e CIPFA The Annual Governance Statement: Meeting the Requirements of the
Accounts and Audit Regulations 2003, incorporating Accounts and Audit
(Amendment) (England) Regulations 2006: A Rough Guide for Practitioners

(2007) (the “Rough Guide”).

e CIPFA/SOLACE Delivering Good Governance in Local Government : Guidance

Note and Framework (2007)
Accounts and Audit Regulations (England) 2006.

Framework 2010.
o AKA Report

SUBJECT HISTORY (last 3 years)

CIPFA Code of Practice for Internal Audit in Local Government 2006.
CIPFA The Role of the Chief Financial Officer in Local Government 2010.
CIPFA Application Note to Delivering Good Governance in Local Government: A

Council Meeting Date

The Annual Governance Statement is reported to Audit
and Risk Management Committee on an annual basis,
prior to it being submitted to Cabinet for consideration
and approval as part of the Statement of Accounts.
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ANNUAL GOVERNANCE STATEMENT 2011/2012 APPENDIX A

1.

1.1

1.2

1.3

1.4

2.1

2.2

Scope of Responsibility

Wirral Council is responsible for ensuring that its business is conducted in
accordance with the law and proper standards, and that public money is
safeguarded and properly accounted for and used economically, efficiently
and effectively. Wirral Council 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, Wirral Council is responsible for
putting in place proper arrangements for the governance of its affairs,
facilitating the effective exercise of its functions, which includes arrangements
for the management of risk.

Wirral Council 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 is on
our website at www.wirral.gov.uk. This statement explains how Wirral Council
meets the requirements of Regulation 4 of the Accounts and Audit
Regulations 2006 (amended 2011) in relation to the publication of a statement
on internal control.

Following an independent report, undertaken and produced by AKA (the
trading name of Anna Klonowski Associates Ltd.) during the year, the Council
reported and acknowledged that serious weaknesses within its corporate
governance framework exist. As such action plans have been put in place
and steps have been taken to begin addressing the recommendations
outlined within the report. (This is highlighted within section 5.1.1 of this
report)

The Purpose of the Governance Framework

The governance framework comprises the systems and processes, culture
and values for the direction and control of the Authority 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 to a reasonable level. It can not eliminate all risk of
not fully achieving policies, aims and objectives, and therefore provides a
reasonable, rather than absolute, assurance of effectiveness. The system of
internal control is based on an ongoing process designed to identify and
prioritise the risks to the achievement of Wirral Council policies, aims and
objectives; to evaluate the likelihood of those risks being realised and the
impact should they be realised; and to manage them efficiently, effectively
and economically.
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3.1

3.2

The Governance Framework

The CIPFA/SOLACE Framework ‘Delivering Good Governance in Local
Government’ lays down principles of governance best practice. Key elements
of the systems and processes which comprise the Council’s governance
arrangements are described in the following paragraphs. Our assessment is
based upon the CIPFA/SOLACE guidance.

Developing and Communicating our Purpose and Vision

The development of the Authority’s purpose and vision is undertaken
through corporate and business planning, linked to wider community
planning for Wirral.

Four key themes make up and provide the foundation for the Corporate
Plan:

Your FAMILY

Your NEIGHBOURHOOD

Your ECONOMY

Your COUNCIL

The Leader of the Council has changed on a number of occasions during
the financial year. Initially Councillor Jeff Green (Conservative) led the
Council; however, following the local elections in May 2011, he was
replaced by Councillor Steve Foulkes (Labour). The leadership then
reverted to Councillor Jeff Green following a vote of no confidence in
February 2012. It should be noted that no one party has a majority rule
within Wirral.

Following the recent change in leadership the proposed Draft Corporate

Plan 2012/13 has been rejected and Council has instructed officers to

continue to work to the goals and targets set out in the existing Corporate

Plan. Council has also requested that Officers report back to Cabinet on

any adjustments that have been made to Departmental plans predicated

on the now rejected Draft Corporate Plan.

Council further instructed officers to prepare a report that sets out a

process and timetable that will deliver an updated Plan within 6 months

that:

» Captures any work done to date, particularly focussing on comments
provided by Overview and Scrutiny Committees and partner
organisations.

* Leads to the preparation of an updated draft plan by the middle of May.

* Builds in a 6 week policy public consultation period.

* Reports back to Council at the end of August.

* Informs the Budget Planning process and enables publication of a draft
Budget to December Council.
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3.3

3.4

3.5

Wirral's Local Strategic Partnership (LSP) Executive Board is in place to
lead and develop the vision for the Borough of Wirral set out in the
Sustainable Community Strategy.

The LSP Executive Board provides strategic guidance to partner
organisations and relevant partnerships operating within Wirral’s Strategic
Partnership and works collaboratively to remove any barriers that hinder
or otherwise prevent the vision for the Borough of Wirral being achieved.

Ensuring that users receive a high quality of service

The Council’'s Customer Access Strategy, which was updated during
2011, provides the direction and focus for all services to work together in
achieving cost-effective and excellent services for the customer through
specific actions and projects. The overall objectives of the Strategy are to
improve the quality of life of Wirral people, working with our partners to
deliver the best services we can, in the most efficient and effective way. It
directly supports the Corporate Plan’s aim of engaging and empowering
individuals and communities in the design and delivery of council services.

The Council has an objective performance management framework. The
system is driven by the Corporate Plan, which focuses attention on
corporate priorities. This is cascaded through departmental service plans,
individual employee key issue exchanges and action plans. It is clearly
laid out in the annual service and financial planning and performance
management cycle.

All performance indicators and projects contained within departmental
plans are reported to the relevant scrutiny committee.

Measuring performance and value for money

The Council has in place a Medium Term Financial Strategy, updated
annually to support the medium term aims of the Corporate Plan. This
ensures the economical, efficient and effective use of resources, and
secures continuous improvement in the way in which its functions are
exercised.

A clear budget timetable is in place with regular monitoring meetings and
liaison with the external auditors regarding the publication of the Council’s
accounts.

Roles and Responsibilities

Policy and decision making is facilitated via a Cabinet Structure with
Cabinet Member portfolios.

Roles and responsibilities of the Executive members and all councillors,
along with remuneration details, are clearly defined in the Constitution.
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3.6

3.7

3.8

Roles and responsibilities of all senior officers, along with remuneration
details, are documented in contracts of employment and job
specifications.

Member/Officer Relations

The responsibility of the Chief Executive for all aspects of operational
management is clearly stated in the Constitution.

Protocol on Member and Officer relations is clearly stated within the
Codes and Protocols of the Constitution.

The Constitution includes the delegation of functions to individual cabinet
members.

A full Scheme of Delegation is included in the Constitution.

Partnership Arrangements

Clear terms of reference are available for specific partnerships setting out
the roles and responsibilities of the partnership board along with its
purpose.

A Partnership Framework and Toolkit has been developed and approved,
however, it is yet to be publicised throughout the Authority.

The Council has reviewed and updated its local Code of Corporate
Governance detailing how the Authority complies with the principles of
good governance as part of the work programme agreed by Cabinet
following the AKA report. The amended Code has been agreed by the
Corporate Governance Committee and its adoption has been
recommended to Council.

Standards of Conduct

The Standards Committee has a number of roles and functions, which
include promoting and maintaining high standards of conduct by
councillors and employees.

Steps are being taken to ensure appropriate action is taken to ensure the
Council is in a position to discharge its duties and responsibilities in
respect of Member standards as from 1 July 2012 arising under the
Localism Act.

There is a corporate conflict of interest form for completion by Members
and Officers. Members’ Conflict of Interest forms are available to the
public online which adds to transparency.

Financial Regulations and Contract Procedure Rules are contained within
the Council Constitution.
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3.9

3.10

3.11

3.12

Demonstrating the Values of Good Governance

The transparency of the decision making process is served through the
publication of agendas and minutes of all Council Committees, other than
exempt items.

The Chair of the Standards Committee is an independent member of the
public. The number of independent members is three which meets the
statutory requirement for 25% of the Committee to be independent.

Council call-in procedure allows members to ‘call-in’ decisions made by
committees of the Council for further consideration by the relevant review
committee.

Transparency of the Decision Making Process

The Cabinet takes the Council’s key decisions, but these are then subject
to scrutiny.

The public has access to all meeting minutes with the exception of exempt
items.

An Audit and Risk Management Committee provides independent
assurance on risk management and control and the effectiveness of the
arrangements the Council has for these matters.

A corporate complaints procedure is in place.

Codes of Conduct for Members and employees are in place.

Quality of Reporting

All committee reports require the following sections to be completed:
Implications for voluntary, community and faith groups / Resource
implications: Financial; IT; Staffing; and Assets / Legal implications /
Equalities implications / Carbon reduction implications / Planning and
community safety implications.

For ease of reference details of the ‘Subject History’ (for the last 3 years)
are also required.

Risk Management

A Corporate Risk Register is in place, which is monitored and reviewed on
an ongoing basis, and the Authority has in place a Risk and Insurance
Team. The Executive Team also review the Register on a regular basis.

The Council has systems for identifying and evaluating all significant

corporate risks, developed and maintained with the participation of those
involved in planning and delivering services.
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3.13

3.14

3.15

3.16

The Council’'s Risk Management Strategy was updated in 2011. This
document explains the methodology for the management of risk
throughout the Authority.

A Confidential Reporting (Whistleblowing) Policy is in place along with a
Grievance procedure for employees.

Use of legal powers to benefit citizens and communities

Scheme of Delegation of functions to Officers, included within the Council
Constitution, identifies the legal powers of officers.

The Director of Law, HR & Asset Management is authorised to institute,
defend or participate in any legal proceedings in any case where such
action is necessary to give effect to decisions of the Council or in any case
where he considers that such action is necessary to protect the Council’s
interests.

Development of members and officers

All members receive an induction and attend a specifically organised
event to introduce them to the Council and its departments.

All employees are invited to a corporate and departmental induction.

A ‘Skills for Wirral' training and development programme is available
tailored to both managers and employees.

There are also currently three ‘e-learning’ courses which are mandatory
for all staff: Equality and Diversity; Stress Awareness; and Fraud
Awareness. In addition to these, Attendance management e-learning is
also mandatory for all managers.

Developing the capacity of people with governance responsibilities

The Audit and Risk Management Committee undertakes an annual self
assessment exercise, utilising CIPFA’s checklist, in order to assess its role
and effectiveness.

The Key Issues Exchange (KIE) process for all Council employees helps
to highlight the requirement to develop skills and improve performance. It
should be noted that the proposed performance appraisal system is in the
process of being reviewed.

Encouraging involvement in the membership of the authority

The Council engages with communities through eleven Area Forums,
providing an opportunity to shape services in their neighbourhood.
Consultation has recently taken place to enable residents to influence and
contribute to Neighbourhood Plans.
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3.17

3.18

There are a number of different ways in which young people can have
their voices heard and make a difference to the communities in which they
live:

Executive Youth Board

Youth Voice Conference and Youth Parliament

United Kingdom Youth Parliament (UKYP)

Youth Forums

Wirral’s Older People’s Parliament provides a forum for older people to
voice their opinions, inform the Council and influence its decisions. It is
made up of 44 elected members, four from each of Wirral’s eleven Area
Forums.

Stakeholder Engagement and Scrutiny

Wirral’s Local Strategic Partnership (LSP) Executive Board is in place to
lead and develop the vision for the Borough of Wirral set out in the
Sustainable Community Strategy.

In addition to the eleven area forums, which provide a means to engage
with communities, exercises such as the “You Choose’ budget simulator
have taken place to engage Wirral citizens. The exercise had the second
highest number of responses in the country, and an outcome from which
was confirmation there will be no increase in Council Tax Bills for the next
financial year.

Public dialogue and accountability

The Authority’s commitment to openness can be demonstrated in, for
example, the Constitution, the approach to the Freedom of Information
Act, the Customer Access Strategy, the availability of committee minutes
to the public apart from exempt areas, and the Area Forums that give local
people a voice.

Wirral Council's Equality Impact Assessment (EIA) toolkit has been
updated to reflect the legal requirements under the Public Sector Equality
Duty, which is part of the Equality Act 2010. As part of the Equality Duty
2010, which came into full force in April 2011, the Council has a legal
requirement to give due regard to the impact of its policies and decisions
on people who share protected characteristics (race, gender, disability,
sexual orientation, age, religion / belief, gender re-assignment, marriage /
civil partnership, pregnancy / maternity).

The use of the electronic tendering portal has been firmly established
across the authority and contracts are being advertised via this system.

An Annual Performance and Financial report is produced following the end
of the financial year.
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3.19

3.20

4.1

4.2

4.3

4.3.1

4.3.2

Responsibility to staff

e The Consultation and Negotiation Policy dealing with the role of unions;
One Brief; the Staff Suggestion Scheme; and the One Council magazine;
all aim to promote open communication processes.

e The Chief Executive has met with a number of staff via departmental
visits.

Role of the Chief Financial Officer

e The financial management arrangements in place comply with the
governance requirements of the CIPFA Statement on the Role of the Chief
Financial Officer in Local Government (2010). The amended Wirral Code
of Corporate Governance has been updated to reflect these arrangements
and has been agreed by the Corporate Governance Committee and its
adoption has been recommended to Council.

Review of Effectiveness
Introduction

Wirral Council 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 the executive
managers within the Authority who have responsibility for the development
and maintenance of the governance environment, the Internal Audit Annual
Report, and by comments made by the external auditors and other review
agencies and inspectorates. Key controls in the governance review process
are identified in the following paragraphs.

Corporate Review

The Council's Corporate Governance Group (CGG) has managed the
development of the Annual Governance Statement, in consultation with the
Council’s Chief Internal Auditor. CGG is chaired by the Chief Executive, and
comprises a range of key officers from across the Authority.

Statutory Officer Responsibilities
The Council Constitution sets out the responsibilities of both members and

senior managers. Roles and responsibilities have been identified and
allocated for the following three statutory posts:

Head of Paid Service: Chief Executive
Chief Financial Officer: Director of Finance
Monitoring Officer: Director of Law, HR and Asset Management

The Council has designated the Director of Law, HR and Asset Management
as the Monitoring Officer. The Monitoring Officer has a duty to monitor and
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4.3.3

434

4.4

4.4.1

442

4.5

4.6

4.7

4.7.1

review the operation of the Constitution to ensure its aims and principles
operate effectively and an annual report is submitted to Cabinet.

The Council has designated the Director of Finance as Chief Finance Officer
in accordance with Section 151 of the Local Government Act 1972. The
financial management of the Authority is conducted in accordance with the
Financial Procedure Rules set out in the Constitution.

The Council continues to assess how its overall corporate governance
responsibilities are discharged. In particular the Council has adopted the
CIPFA/Solace Delivering Good Governance Framework, has developed a
local Code of Corporate Governance and therefore is working towards the
National Good Governance Standard.

Audit and Risk Management Committee

The Council has an Audit and Risk Management Committee, which oversees
various financial matters, the terms of reference for which comply with latest
CIPFA guidelines.

ARMC plays a fundamental role in underpinning the governance of the
Authority. The Chief Internal Auditor (CIA) reports independently to ARMC,
and, in addition to considering the CIA’s Annual Report, the committee
produces its own Annual Report demonstrating how it (the ARMC) has
fulfilled its terms of reference and improved the Council’s governance and
control environments.

Standards Committee

The Council has a Standards Committee, which deals with matters relating to
the conduct of Councillors, employees, complaints and probity issues, the
terms of reference for which comply with latest guidelines from the Standards
Board for England.

Internal Control

The review of the effectiveness of the system of internal control reflects best
practice guidance identified by the CIPFA Finance Advisory Network and is
informed by:

o Directorate assurance based on management information, performance
information, officer assurance statements and Scrutiny Committee
reports.

o the work undertaken by Wirral Internal Audit during the year.

o the work undertaken by the external auditor reported in their Annual
Audit and Inspection Letter.

o Other work undertaken by independent inspection bodies.

Internal Audit

The arrangements for the provision of internal audit are contained within the
Financial Regulations included within the Constitution. The Director of
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4.7.2

4.8

5.1

5.1.1

Finance is responsible for ensuring that there is an adequate and effective
system of internal audit of the accounting and other systems of internal
control as required by the Accounts and Audit Regulations 2006 (amended
2011). The internal audit provision is managed by the Chief Internal Auditor
and, as verified by the Audit Commission, operates in accordance with the
CIPFA Code of Practice for Internal Audit in Local Government 2006.

From the work undertaken in 2011/12 the Chief Internal Auditor was able to
provide 'reasonable assurance' on the key areas of risk management,
corporate governance and financial control, subject to the timely
implementation of a number of actions to address outstanding issues of a
governance nature.

External Audit

Wirral Internal Audit is subject to regular inspection by the external auditor. In
its most recent review the Audit Commission’s overall conclusion was that
Internal Audit generally met the requirements of the CIPFA Code of Practice
for Internal Audit in Local Government in the United Kingdom 2006. The
Audit Commission through its inspectorate functions also reviews compliance
with policies, procedures, laws and regulations within their remit.

Significant Governance Issues
Summary

Internal Audit has concluded that, based on the work undertaken, and subject
to the timely implementation of a number of actions to address outstanding
issues of a governance nature, overall throughout the Council there are
sound systems of internal control in place although non-compliance is an
issue. However, improvements in the internal control environment can always
be made and reports have been produced and discussed with Chief Officers
and Members during the year that recommend appropriate actions to be
taken within an agreed timescale to address weaknesses and improve
systems of control in key areas.

The following areas are highlighted:
Governance - Independent Report

A report by AKA (the trading name of Anna Klonowski Associates Ltd.),
entitled ‘Wirral Borough Council’s Corporate Governance Arrangements:
Refresh and Renew’, was presented to Cabinet on 22 September 2011, and
identified examples of Corporate Governance failures/weaknesses:

a) Inadequate systems to manage performance and spot failures.

b) Being unable to understand and implement fees and charges properly.

c) Not being able to commission, manage and, where necessary, dismiss
failing contractors and suppliers.

d) Shortfalls in the way the Council evaluates the impact of its policies both
prior to execution and in response to evidence about the impact.
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e) A reluctance to listen to and support Wirral Council staff when they have
tried to raise and resolve issues on the Council’s behalf.

f) The reluctance of some staff to speak out because of the perceived
impact this might have on them and/or their career at Wirral.

It was stated that failure to address the issues detailed in The Corporate
Governance Report had led to:

a) A Public Interest Report,

b) Two reports under the Public Interest Disclosure Act (PIDA),

c) A “red flag” raised by the Audit Commission in relation to Adult Social
Services Data,

d) A Care Quality Commission (CQC) Report relating to issues raised by the
“red flag”,

e) Concerns raised by the Council’s external auditors, and

f) A number of issues raised by the Director of Finance in the Council’s own
corporate governance statements.

It should also be noted that a further Audit Commission report is anticipated to
be issued in relation to the PIDA report on the Highways and Engineering
Services Procurement Exercise (HESPE)

AKA recommended a number of actions. In response, a Corporate
Governance Committee (with executive powers) was established, a team
created and a comprehensive work programme, to address a range of priority
areas of improvement in relation to corporate governance was developed. It
was anticipated that this group would operate on a short term basis (it was
decommissioned following its meeting on 8 February 2012) and would
provide the appropriate building blocks for a wider Improvement Plan.

The Council is working in partnership with the Local Government Association
(LGA) and has established an Improvement Board (without executive
powers), chaired independently by the LGA to continue and progress its work
(the Board first met on 3 February 2012 and is due to operate in the longer
term — two years). The initial work programme was based around a number
of ‘Key Lines Of Enquiry’ (KLOEs) as follows:

KLOE: 1 - Alignment of Corporate Planning & Budget Process
To develop and implement a process which delivers a legal budget to meet
Council Objectives by March 2012.

KLOE: 2 - Review Code of Corporate Governance

e To develop and implement a Code of Corporate Governance which is fit
for purpose — enforceable, enforced, communicated, understood and
which underpins the workings of a modern organisation — by April 2012.

e Ensure issues raised in the Annual Governance Statement are addressed
within this process.

e From April 2012 develop and implement a review process.
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KLOE: 3 - Review of relationship between devolved and centralised
functions

To identify and implement a model which defines roles, responsibilities and
accountabilities of functions which are provided corporately and functions
which are devolved. The revised model, aiming at consistency and flexibility,
will be in place by April 2012.

KLOE: 4 - Review of Internal Audit

To provide a fit for purpose Internal Audit Service - both in terms of planned
work and skills availability, to which management responds, thereby
strengthening the corporate governance of the Council, and consequently
enhancing service delivery.

KLOE: 5 - Review of Policy
To identify a model for a Council Policy Unit and take the necessary steps for
implementation by April 2012.

KLOE: 6 - Review of Committee Services

e To implement transparent decision making based on appropriate
information, in a timely manner.

e To provide the most appropriate committee services support to the
democratic process of the Council.

KLOE: 7 - Review of Performance

e Develop, implement and embed an effective, measurable corporate
performance management process and culture which integrates service
and financial outcomes, is consistent with corporate objectives, and which
enables responsible Members and officers to be held to account.

e |dentify and implement an effective corporate performance management
framework which enables responsible Members and officers to be held to
account.

KLOE: 8 - Review of Equalities

To ensure that the Council meets best practice in respect of equalities and
diversity legislation, in all areas of activities including policy development,
service delivery, community needs and recruitment.

KLOE: 9 - Fees & Charges

e To implement a comprehensive schedule of fees and charges for all
appropriate Council services commensurate with law, the Council’s
Constitution, accepted best practice and Council objectives.

e To review the schedule on an annual basis.

KLOE: 10 - Member development and capacity

To ensure that elected Members:

¢ Understand the roles and responsibilities of Members and officers

e Are equipped to undertake their roles and responsibilities effectively; this
includes as individual portfolio holders and as collective executive
authority.
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5.1.2

51.3

514

5.1.5

There were four additional areas identified in the Comprehensive Work
Programme and these are to be the subject of further work from April 2012:
KLOE 11 — Review of committee reports over the last 3 months. This is
dependent upon work being undertaken around KLOE 6 (Review of
Committee Services) and KLOE 2 (Review and refresh the ‘Code of
Corporate Governance’) in order that the review may use the information and
frameworks developed.

KLOE 12 — Review of Performance (Departmental). This is dependent on the
development of KLOE 7 (Review of Performance - Corporate) and the
Corporate Plan.

KLOE 13 — Change Team/Programme. This is dependent upon work currently
being undertaken in KLOE 1 (Alignment of corporate planning and budget
making process), KLOE 7 (Review of Performance - Corporate) and the
development of the Corporate Plan.

KLOE 14 — How does the Council learn from past experience? This KLOE is
dependent upon developing a better understanding of the new requirement
for Self Regulation encompasses Self Assessment, Peer Challenge and Peer
Review and links with KLOE 7 (Review of Performance).

Job Evaluation

The Council has partially completed the ‘Job Evaluation’ Review and the
Council must ensure the review it is completed during the forthcoming
financial year to fulfil the National Joint Council (NJC) Agreement and the
local collective agreement agreed via ballot in July 2008. In 1997 the Single
Status Agreement set out a framework, which included a National Joint
Council (NJC) Job Evaluation scheme that would allow local authorities to
‘harmonise terms and conditions for manual workers and APT
(Administrative, Professional and Technical) staff and develop a pay and
grading structure that is fair, transparent and equal’.

Council Policies

It is imperative the ownership of all the Council’s core policies (e.g. Conflicts
of Interest and Gifts and Hospitality) are confirmed and documented so as to
ensure transparency, accountability and ease of resolution regarding any
queries. This should also help to ensure policies are kept up to date, remain
fit for purpose and are disseminated accordingly.

I-procurement System

The i-procurement system must be utilised and adherence to the Contract
Procedure Rules ensured across the Council so as to assist in streamlining
orders, securing the most economically advantageous contracts, whilst being
undertaken in an open and transparent manner and reducing the possibility of
legal challenge.

Council Constitution

A clear timetable must be established, and adhered to, for reviewing and
updating the Constitution, so as to ensure the document is kept relevant and
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up to date and thus provides the appropriate and necessary rules and
guidance to officers and Members when required.

5.1.6 Performance Management System

It will be essential that the replacement performance management system is
utilised across the Authority for all corporate and service plan indicators and
projects to enable objective assessment of the Council's performance at a
corporate level.

5.1.7 Information Management
Information assurance and information governance must continue to be
strengthened across the Authority, ensuring that roles and responsibilities are
clearly understood and performed consistently.

5.1.8 Risk Management Responsibilities
Clearly defined responsibilities for risk management at departmental level
must be established, with ongoing assessment and monitoring co-ordinated
through the Risk And Insurance Team.

5.1.9 Benchmarking
The use of benchmarking across Council services with peer groups should be
undertaken - it is anticipated this will form part of the wider ‘Review of
Performance’ (KLOE: 7).

5.1.10 Partnership Register
The Partnership Register requires updating to ensure it is relevant and fit for
purpose, and must be reviewed on a continuous basis, with the effectiveness
of the Partnership Framework and Toolkit appraised.

5.1.11 Whistleblowing Policy
The Whistleblowing Policy and the Grievance Policy should be subject to
continuous review and communication across the Council and relevant
partners.

5.1.12 Suspensions Details

Suspensions details should be incorporated within the proposed Employee
Relations report every quarter, including timescales and current position.

5.1.13 Member/Officer Training
Policies and procedures for member and officer training and development
must be prioritised ensuring needs assessments are undertaken and

addressed where appropriate, thus helping to enhance the challenge and
scrutiny functions.
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6. Conclusion

We have considered assurance from a range of sources including the work of
Audit and Risk Management Committee, Internal Audit and external agencies.
Significant issues of Governance were reported during the year by an
independent review, outlined above.

We propose over the coming year to take all necessary steps to ensure that
all of the above matters are addressed as appropriate to strengthen our
governance arrangements. A significant step is the creation of an
Improvement Board in partnership with the LGA. Many improvement actions
represent work already in progress. We are satisfied that these steps will
address the need for improvements which were identified and will monitor
their implementation.

Signed: Date:

Chief Executive

Signed: Date:

Leader of the Council
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Agenda Iltem 8

WIRRAL COUNCIL

AUDIT AND RISK MANAGEMENT COMMITTEE
13 MARCH 2012

SUBJECT: AUDIT AND RISK
MANAGEMENT COMMITTEE
SELF ASSESSMENT

WARD/S AFFECTED: ALL

REPORT OF: CHIEF INTERNAL AUDITOR

RESPONSIBLE PORTFOLIO | COUNCILLOR TOM HARNEY

HOLDER:

KEY DECISION ? NO

1.0 EXECUTIVE SUMMARY

1.1 To comply with best professional practice the Audit and Risk Management
Committee is required to complete an annual evaluation of its role and
effectiveness as part of the systems of internal audit.

1.2 The CIPFA publication ‘A Toolkit for Local Authority Audit Committees’
recommends the use of a self assessment checklist to achieve this task. The
Chair has completed the checklist which is attached at Appendix 1.

1.3  Attached at Appendix 2 is a draft Action Plan developed following the
exercise and identifying recommendations to improve the existing
arrangements and address any risks. Implementation will be monitored by
Internal Audit and an update report on this provided to a future meeting of
this Committee.

2.0 BACKGROUND AND KEY ISSUES

2.1 The Department for Communities and Local Government (DCLG)
issued amended regulations in 2006, to the 2003 Accounts and Audit
Regulations — “The Accounts and Audit (Amendment) (England)
Regulations 2006.

2.2 One of the amended regulations impacts on the process for preparing
the Statement of Internal Control (SIC) which is subsumed within
the Annual Governance Statement (AGS) and relates specifically to the
the systems of internal audit in operation. This is:-

e Regulations require bodies to regularly review their systems of internal
audit, and for the findings to be considered by a committee of the body,
or by the body as a whole.

2.3  Advice from CIPFA includes the assertion that the “systems of internal

audit” can be considered to include the role and effectiveness of the
Audit Committee.
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2.4

2.5.

3.0
3.1

4.0
4.1

5.0
5.1

6.0
6.1

7.0
7.1

8.0
8.1

9.0
9.1

10.0
10.1

11.0
111

12.0

121

To assist Councils in this evaluation exercise CIPFA has provided a
self assessment checklist and recommends that this be completed
annually.

The Self Assessment Checklist has been completed by the Chair of this
Committee and a draft action plan identifying areas for improvement
completed. This is included as a separate item on the agenda for this
Committee.

RELEVANT RISKS

Possible failure of the Audit and Risk Management Committee to comply with
best professional practice and thereby not function in an efficient and effective
manner.

OTHER OPTIONS CONSIDERED

No other options considered.

CONSULTATION

Members of this Committee have been consulted throughout the process to
complete the annual assessment and their views are reflected in the
document attached at Appendix 1.

IMPLICATIONS FOR VOLUNTARY, COMMUNITY AND FAITH GROUPS
There are none arising from this report.

RESOURCE IMPLICATIONS: FINANCIAL; IT; STAFFING; AND ASSETS

There are none arising from this report.

LEGAL IMPLICATIONS

There are none arising from this report.

EQUALITIES IMPLICATIONS

Has the potential impact of your proposal(s) been reviewed with regard to
equality?

(a) No because there is no relevance to equality.

CARBON REDUCTION IMPLICATIONS

There are none arising from this report.

PLANNING AND COMMUNITY SAFETY IMPLICATIONS
There are none arising from this report.

RECOMMENDATION

That the self assessment checklist and the draft action plan be considered
and approved.
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13.0 REASON FOR RECOMMENDATION

13.1 To comply with best practice identified in the CIPFA publication ‘A Toolkit for
Local Authority Audit Committees’.

REPORT AUTHOR: Mark P Niblock
Deputy Chief Internal Auditor
telephone: 0151 666 3432
email: davegarry@wirral.gov.uk

APPENDICES

Audit and Risk Management Self Assessment Checklist
Self Assessment Action Plan

REFERENCE MATERIAL
CIPFA Publication ‘A Toolkit for Local Authority Audit Committees’

SUBJECT HISTORY (last 3 years)

Council Meeting Date

Audit and Risk Management Committee November 2010
Audit and Risk Management Committee January 2011
Audit and Risk Management Committee March 2011
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Wirral Council

Appendix 1.

Audit and Risk Management Committee

Self-Assessment Checklist

ESTABLISHMENT OPERATION AND DUTIES

Role and Remit

Priority | Issue Yes | No | N/a | Comments/action

1 Does the audit committee X
have written terms of
reference?

1 Do the terms of reference X Possibly more detailed training
cover the core functions of required for Members regarding
the audit committee as compliance with TOR.
identified in the CIPFA
guidance? Action Plan Rec: 1

1 Are the terms of reference X TOR are approved by Council,
approved by the council however they have not been
and reviewed periodically? reviewed for a number of years.

Action Plan Rec: 2

1 Has the audit committee X There is scope to increase the
been provided with authority of the Committee by
sufficient membership, increasing the profile and
authority and resources to standing.
perform its role effectively Action Plan Rec: 3
and independently? Potential membership issues that

require attention.
Action Plan Rec: 4

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

1 Does the authority’s X
statement on internal
control include a
description of the audit
committee’s establishment
and activities?

2 Does the audit committee X

periodically assess its own
effectiveness?
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Priority | Issue Yes | No | N/a | Comments/action

2 Does the audit committee X
make a formal annual
report on its work and
performance during the
year to full council?

Membership, induction and training

1 Has the membership of X
the audit committee been
formally agreed and a
quorum set?

1 Is the chair independent of | X
the executive function?

1 Has the audit committee X Basic training is provided to the
chair either previous Chair and all Members however
knowledge of, or received more specific training is required
appropriate training on, for the Chair in these areas.
financial and risks Action Plan Rec: 1
management, accounting
concepts and standards,
and the regulatory
regime?

1 Are new audit committee X New ARM Members require
members provided with an appropriate induction that is
appropriate induction? specific to the needs of ARM.

Action Plan Rec: 5

1 Have all members’ skills X Skills assessment is required for
and experiences been all Members of ARM and
assessed and training appropriate training should be
given for identified gaps? designed and delivered to

address identified gaps.
Action Plan Rec: 6

1 Has each member X
declared his or her
business interests?

2 Are members sufficiently X X Partial compliance - consider
independent of the other undertaking an exercise to
key committees of the review independence of all ARM
council? Members.

Action Plan Rec: 4

Meetings

1 Does the audit committee X Compliance — however there
meet regularly? may be scope to consider the

adequacy of current schedule of
meetings.
Action Plan Rec: 7

1 Do the terms of reference X TOR should identify frequency
set out the frequency of and schedule of meetings.
meetings? Action Plan Rec: 2

Page 98




Priority | Issue Yes | No | N/a | Comments/action

1 Are agenda papers X Due to the timing of the current
circulated in advance of Members mail drop papers are
meetings to allow not always received in time to
adequate preparation by allow adequate preparation.
audit committee Consideration should be given to
members? introducing a second mid week

mail drop for Members.
Action Plan Rec: 8

1 Does the audit committee X Partial compliance —
calendar meet the consideration should be given to
authority’s business reviewing the adequacy of the
needs, governance needs current system for effectiveness.
and the financial Action Plan Rec: 7
calendar?

1 Are members attending X Not all Members regularly attend
meetings on a regular Committee briefings.
basis and if not, is Action Plan Rec: 9
appropriate action taken?

1 Are meetings free and X Most of the time, may require
open without political further consideration.
influences being Action Plan Rec: 4
displayed?

1 Does the authority’s S151 X
officer or deputy attend all
meetings?

1 Does the audit committee X Officers largely attend when
have the benefit of requested however consideration
attendance of appropriate should be given to the
officers at its meetings? effectiveness of the current

system and arrangements
strengthened as appropriate.
Action Plan Rec: 10

INTERNAL CONTROL

1 Does the audit committee X
consider the findings of
the annual review of the
effectiveness of the
system of internal control
(as required by the
Accounts & Audit
Regulations) including the
review of the effectiveness
of the system of Int audit?

1 Does the committee have X
responsibility for review
and approval of the SIC
and does it consider it
separately from accounts?
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Priority | Issue Yes | No | N/a | Comments/action

1 Does the audit committee X There may be scope to provide
consider how meaningful Members with more detailed
the SIC (AGS) is ? training in this area so that they

can make more informed
judgement.
Action Plan Rec: 1

1 Does the audit committee X There may be scope to provide
satisfy itself that the Members with more detailed
system of internal control training in this area so that they
has operated effectively can make more informed
throughout the reporting judgement.
period? Action Plan Rec: 1

1 Has the audit committee X
considered how it
integrates with other
committees that may have
responsibility for risk
management?

1 Has the audit committee X
(with delegated
responsibility) or the full
council adopted
“‘Managing the Risk of
Fraud — Actions to
Counter Fraud and
Corruption?

1 Is the audit committee X ARM receive regular reports on
made aware of the role of this from |IA, however there may
risk management in the be scope for more detailed
preparation of the internal training for Members in this area.
audit plan? Action Plan Rec: 1

2 Does the audit committee X ARM receive reports on this,
review the authority’s however there may be scope for
strategic risk register at more extensive training for
least annually? Members in this area.

Action Plan Rec: 1

2 Does the audit committee X ARM do receive reports on this,
monitor how the authority however there may be scope to
assesses its risk? improve arrangements in this

area including the introduction of
briefings/presentations by CO’s
regarding the preparation of
departmental risk registers etc
Action Plan Rec: 11

2 Do the audit committee’s X

terms of reference include
oversight of the risk
management process?
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Priority | Issue

| Yes | No | N/a | Comments/action

FINANCIAL REPORTING AND REGULATORY MATTERS

1 Is the audit committee’s X
role in the consideration
and/or approval of the
annual accounts clearly
defined?

1 Does the audit committee X ARM receive reports on this
consider specifically: however there may be scope to
e the suitability of accounting develop Members knowledge

policies and treatments and understanding in this area
. I’;‘f‘égr Jv‘igg?or}}:”ts made through more targeted training.
¢ changes in accounting Action Plan Rec: 1

treatment
¢ the reasonableness of

accounting estimates
the narrative aspects of
reporting?

1 Is an audit committee X
meeting scheduled to
receive the external
auditor’s report to those
charged with governance
including a discussion of
proposed adjustments to
the accounts and other
issues arising from audit?

1 Does the audit committee X
review management’s
letter of representation?

2 Does the audit committee X ARM receives reports on this
annually review the however there may be scope to
accounting policies of the develop Members knowledge
authority? and understanding in this area

through more targeted training.
Action Plan Rec: 1

2 Does the audit committee X ARM receives detailed reports on
gain an understanding of this however there may be scope
management’s procedures to develop Members knowledge
for preparing the and understanding in this area
authority’s annual through more targeted training.
accounts.? Action Plan Rec: 1

2 Does the audit committee X A more robust mechanism is
have a mechanism to required to ensure that Members
keep it aware of topical are kept aware of developments
legal and regulatory in this area.
issues, for example by Action Plan Rec: 12
receiving circulars and
through training?
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Priority | Issue

| Yes | No | N/a | Comments/action

INTERNAL AUDIT

1

Does the audit committee
approve, annually and in
details, the internal audit
strategic and annual plans
including consideration of
whether the scope of
internal audit work
addresses the authority’s
significant risks?

X

Compliance — However there is
scope for more awareness
training to be provided for
Members in this area.

Action Plan Rec: 1

Does internal audit have
an appropriate reporting
line to the audit
committee?

Does the audit committee
receive periodic reports
from the internal audit
service including an
annual report from the
Head of Internal Audit?

Are follow-up audits by
internal audit monitored by
the audit committee and
does the committee
consider the adequacy of
implementation of
recommendations?

Does the audit committee
hold periodic private
discussions with the Head
of Internal Audit?

Is there appropriate
cooperation between the
internal and external
auditors?

Does the audit committee
review the adequacy of
internal audit staffing and
other resources?

Has the audit committee
evaluated whether its
internal audit service
complies with CIPFA’s
Code of Practice for
Internal audit in Local
Government in the United
Kingdom?

There may be scope to provide
the Members with more training
in this area allowing them to
make more effective judgements
regarding compliance.

Action Plan Rec: 1
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Priority | Issue Yes | No | N/a | Comments/action

2 Are internal audit X
performance measures
monitored by the audit
committee?

2 Has the audit committee X
considered the information
it wishes to receive from
internal audit?

EXTERNAL AUDIT

1 Do the external auditors X
present and discuss their
audit plans and strategy
with the audit committee
(recognising the statutory
duties of external audit)?

1 Does the audit committee X
hold periodic private
discussions with the
external auditor?

1 Does the audit committee X
review the external
auditor’s annual report to
those charged with
governance?

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

1 Are reports on the work of X
external audit and other
inspection agencies
presented to the
committee, including the
Audit Commission’s
annual audit and
inspection letter?

1 Does the audit committee X Performance not currently
assess the performance of evaluated, consideration should
external audit? be given to the introduction of

performance measures.
Action Plan Rec: 13

1 Does the audit committee X
consider and approve the
external audit fee?
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Priority | Issue

| Yes | No | N/a | Comments/action

ADMINISTRATION

Agenda

Management

1

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

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

The current system should be
reviewed for effectiveness
including the consideration of a
second mid week mail drop for
Members.

Action Plan Rec: 8

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

Compliance - outline agendas
are planned in advance, however
the Chair is not currently involved
in this process and has no
control over ARM agendas.
Action Plan Rec: 14

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

Papers

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

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

Actions

arising

1

Are minutes prepared and
circulated promptly to the
appropriate people?

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

Issue

Yes | No

N/a

Comments/action

1

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

Completed By:
Facilitated By:

Date:

08/02/12

Councillor Jim Crabtree
M P Niblock, D A Garry.
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DRAFT ACTION PLAN

AUDIT AND RISK MANAGEMENT COMMITTEE — SELF ASSESSMENT

Appendix 2

File Ref: ARM/13/02/12

Ref | Recommendations Priority Officer Agreed | Planned Client Comments Date
Responsible Action Date Verified
(For Audit
use only)
R.1 | Training should be provided to Members of the | High -

Audit and Risk Management to enable them to
operate effectively and ensure continued
compliance with Terms of Reference for the
Committee. The training should include the
following:

ARM Terms of Reference

Finance

Risk Management (Incl Risk Registers)
Accounting Standards and Policies
Accounting Estimates

Annual Accounts

Standards

Code of Practice for Internal Audit
Regulatory Regime

Annual Governance Statement
Statement on Internal Control
Internal Audit planning
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DRAFT ACTION PLAN

AUDIT AND RISK MANAGEMENT COMMITTEE — SELF ASSESSMENT

Appendix 2

File Ref: ARM/13/02/12

Ref

Recommendations

Priority

Officer
Responsible

Agreed

Planned
Action Date

Client Comments Date
Verified
(For Audit
use only)

R.2

The Audit and Risk Management Committee
Terms of Reference should be reviewed for
continued compliance with the CIPFA guidance
and current professional best practice and this
exercise should be undertaken periodically.

The Terms of Reference should set out the
frequency of meetings of the Committee.

Medium

R.3

The authority, standing and profile of the Audit
and Risk Management Committee should be
reviewed to ensure that it is appropriate in the
current environment.

High

R.4

Membership of the Audit and Risk
Management Committee should be evaluated
to ensure that it remains fit for purpose; this
should include an assessment of the
independence of individual Members.

High

R.5

A mechanism should be in place to ensure that
all new Members of the Audit and Risk

High
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DRAFT ACTION PLAN

AUDIT AND RISK MANAGEMENT COMMITTEE — SELF ASSESSMENT

Appendix 2

File Ref: ARM/13/02/12

Ref

Recommendations

Priority

Officer
Responsible

Agreed

Planned
Action Date

Client Comments

Date
Verified
(For Audit
use only)

Management Committee are provided with an
appropriate induction that is specific to this
Committee.

R.6

A system should be in operation to assess the
skills and experience mix of all new Members
of the Audit and Risk Management Committee
during their induction and any identified gaps
addressed through the provision of relevant
training.

High

R.7

An evaluation of the adequacy of the current
schedule of Audit and Risk Management
Committee meetings should be undertaken to
assess its continued fithess for purpose. This
should include consideration of the Council’s
business, governance and financial needs.

Medium

R.8

Agenda papers for Audit and Risk
Management Committee meetings should be

Medium
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DRAFT ACTION PLAN

AUDIT AND RISK MANAGEMENT COMMITTEE — SELF ASSESSMENT

Appendix 2

File Ref: ARM/13/02/12

Ref

Recommendations

Priority

Officer
Responsible

Agreed

Planned
Action Date

Client Comments Date
Verified
(For Audit
use only)

circulated in advance of meetings to allow
adequate preparation by the Members.

Consideration should be given to introducing a
second weekly mail drop for Members to
ensure that adequate preparation time is
provided.

R.9

All Members of the Audit and Risk
Management Committee should be reminded
to ensure that they attend all meetings and
briefings of the Committee and when they are
unavailable an appropriate deputy is
nominated.

Medium

R.10

Consideration should be given to reviewing
the system that Members of the Audit and Risk

High
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DRAFT ACTION PLAN

AUDIT AND RISK MANAGEMENT COMMITTEE — SELF ASSESSMENT

Appendix 2

File Ref: ARM/13/02/12

Ref

Recommendations

Priority

Officer
Responsible

Agreed

Planned
Action Date

Client Comments Date
Verified
(For Audit
use only)

Management Committee utilise to request the
attendance of appropriate officers at meetings.

R.11

Members of the Audit and Risk Management
Committee should consider how the Council
identifies and evaluates its risks and the role of
the Committee in this process. This might
include requesting Chief Officers to personally
present their departmental risk registers to
Audit and Risk Management Committee
periodically for consideration.

High

R.12

A mechanism should be put in place to ensure
that the Audit and Risk Management
Committee Members are aware of topical legal
and regulatory issues, for example by receiving
relevant circulars.

Medium

R.13

The Audit and Risk Management Committee
should regularly review the performance of the

High
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DRAFT ACTION PLAN

AUDIT AND RISK MANAGEMENT COMMITTEE — SELF ASSESSMENT

Appendix 2

File Ref: ARM/13/02/12

Ref | Recommendations Priority Officer Agreed | Planned Client Comments Date
Responsible Action Date Verified
(For Audit
use only)
External Auditors. Consideration should be
given to the introduction of performance
measures to facilitate this.
R.14 | The Chair of the Audit and Risk Management Medium

Committee should be involved in the
preparation and planning of agendas for the
Committee.
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WIRRAL COUNCIL

AUDIT AND RISK MANAGEMENT COMMITTEE
13 MARCH 2012

SUBJECT: AUDIT AND RISK
MANAGEMENT COMMITTEE
ANNUAL REPORT

WARD/S AFFECTED: ALL

REPORT OF: CHIEF INTERNAL AUDITOR

RESPONSIBLE PORTFOLIO | COUNCILLOR TOM HARNEY

HOLDER:

KEY DECISION ? NO

1.0 EXECUTIVE SUMMARY

1.1 To comply with best professional practice the Audit and Risk Management
Committee is required to complete an annual report to Cabinet on the work
undertaken by the Audit and Risk Management Committee.

1.2  Attached at Appendix A is the Draft Annual Report prepared by the Chair in
consultation with Internal Audit.

2.0 BACKGROUND AND KEY ISSUES

2.1 The Department for Communities and Local Government (DCLG)
issued amended regulations in 2006, to the 2003 Accounts and Audit
Regulations — “The Accounts and Audit (Amendment) (England)
Regulations 2006.

2.2 One of the amended regulations impacts on the process for preparing
the Statement of Internal Control (SIC) which is subsumed within
the Annual Governance Statement (AGS) and relates specifically to the
the systems of internal audit in operation. This is:-

e Regulation 6 requires bodies to regularly review their system of internal
audit, and for the findings to be considered by a committee of the body,
or by the body as a whole.

2.3  Advice from CIPFA includes the assertion that the “systems of internal
audit” can be considered to include the role and effectiveness of the
Audit Committee which therefore should be assessed and evaluated.

2.4  To assist Councils in this evaluation exercise CIPFA has provided a
self assessment checklist and recommended that this be completed
annually by the Committee. This has been completed by the Chair and an
action plan identifying areas for improvement prepared. A report on this is
included as a separate item on the agenda for this Committee.
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2.5

3.0
3.1

4.0
4.1

5.0
5.1

6.0
6.1

7.0
7.1

8.0
8.1

9.0
9.1

10.0

10.1

11.0
11.1

12.0
12.1.

13.0
13.1

A draft annual report for 2011/12 has been prepared by the Chair in
consultation with Internal Audit and is attached at Appendix A for
consideration and approval by the Members.

RELEVANT RISKS

Potential failure of the Audit and Risk Management Committee to comply with
best professional practice and thereby not function in an efficient and effective
manner.

OTHER OPTIONS CONSIDERED

No other options considered.

CONSULTATION

Members of this Committee have been consulted throughout the process
regarding the content of the annual report and their views are reflected in the
final document attached.

IMPLICATIONS FOR VOLUNTARY, COMMUNITY AND FAITH GROUPS
There are none arising from this report.

RESOURCE IMPLICATIONS: FINANCIAL; IT; STAFFING; AND ASSETS

There are none arising from this report.

LEGAL IMPLICATIONS

There are none arising from this report.

EQUALITIES IMPLICATIONS

Has the potential impact of your proposal(s) been reviewed with regard to
equality?

(@) No because there is no relevance to equality.
CARBON REDUCTION IMPLICATIONS
There are none arising from this report.

PLANNING AND COMMUNITY SAFETY IMPLICATIONS

There are none arising from this report.

RECOMMENDATION
That the draft Annual Report be approved and submitted to Cabinet.

REASON FOR RECOMMENDATION

To comply with best practice identified in the CIPFA publication ‘A Toolkit for
Local Authority Audit Committees’.
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REPORT AUTHOR: Mark P Niblock
Deputy Chief Internal Auditor
telephone: 0151 666 3432
email: markniblock@wirral.gov.uk
APPENDICES

Audit and Risk Management Committee Annual Report 2011/12

REFERENCE MATERIAL
CIPFA Publication ‘A Toolkit for Local Authority Audit Committees’

SUBJECT HISTORY (last 3 years)

Council Meeting Date

Audit and Risk Management Committee November 2010
Audit and Risk Management Committee January 2011
Audit and Risk Management Committee March 2011
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APPENDIX A

DRAFT
AUDIT AND RISK MANAGEMENT
COMMITTEE

ANNUAL REPORT 2011/12

Councillor J Crabtree, Chair
Councillor D Dodd, Vice-Chair
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AUDIT AND RISK MANAGEMENT COMMITTEE:

ANNUAL REPORT 2011/12
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SOME KEY INFORMATION
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Terms of Reference

Number & Type of Reports Considered by Committee
OTHER ACTIVITIES
OUTCOMES

PLANS FOR 2012/13

APPENDIX 1:

ARM COMMITTEE - TERMS OF REFERENCE
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1. INTRODUCTION

This Annual Report produced by Wirral Council’s Audit and Risk Management
Committee has been prepared in accordance with the CIPFA best practice
publication ‘A Toolkit for Local Authority Audit Committees’. The report
demonstrates how the Audit and Risk Management Committee has fulfilled its
terms of reference during a very difficult year and how it is fully committed to
helping to improve the Council’s governance and control environments during
what should prove to be a very challenging year ahead, following the recent
publication of external reports highly critical of the Councils governance
arrangements.

2, SOME KEY INFORMATION
2.1. Audit and Risk Management Committee Membership
The Audit and Risk Management Committee has 8 Members:

Councillor Jim Crabtree - Chair

Councillor Darren Dodd - Vice-Chair
Councillor Alan Brighouse - Spokesperson
Councillor Simon Mountney - Spokesperson
Councillor Ron Abbey

Councillor Jeff Green

Councillor James Keeley

Councillor Irene Williams

There is strong officer support to the Audit and Risk Management Committee,
through the regular attendance of the Director and Deputy Director of
Finance, The Director of Law, HR and Asset Management and the Chief and
Deputy Chief Internal Auditor. Other officers attend as and when appropriate.
2.2. Key Features of the Audit Committee and its Operation

The Committee meets CIPFA’s definition of best practice as illustrated below:

Best Expectation Met | Comment
Practice
Independence | Independent \/ The Committee reports to the Council
from the
executive and
scrutiny
Number of 3to 5 members [\ | The Committee has 8
Members Members
Number of Aligned to \/ The frequency of meetings, 5 times a
meetings business needs year complies with best practice however
discussions are currently ongoing
regarding whether this enables all
Council business to be considered in a
timely manner and consideration is being
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given to possibly increasing the

frequency.
Co-option To be \/ Training is currently provided to
considered increase Members’ skills, an evaluation
relative to skills of the adequacy and effectiveness of this

is currently being conducted and
appropriate actions will be taken to
address any shortcomings in due course.

Terms of Accord with \ The Committee has adopted
Reference suggested the CIPFA recommended model TOR
best practice and a review is currently being

undertaken to ensure that they remain fit
for purpose.

Skills and Members have \/ General and specific training is

training sufficient skills provided to increase Members’
for the skills, an evaluation of the adequacy and
job effectiveness of this is currently being

conducted and appropriate actions will be
taken to address any shortcomings in
due course

2.3. Meetings and Attendance

The Audit Committee normally meets 5 times per year in January, March,
June, September and November.

Attendance by Members and approved deputies was over 90%.

3. CORE ACTIVITY 2011/12
3.1. Terms of Reference

The Audit and Risk Management Committee’s Terms of Reference are
comprehensive, cover all main areas and are attached at Appendix 1 to this
annual report. The Committee’s work and outcomes in each of its areas of
responsibility are summarised in the following subsections.

Internal Audit
The Audit and Risk Management Committee:

* Approved the Chief Internal Auditor’s audit plan

» Considered regular reports produced by the Chief Internal Auditor,
highlighting internal audit work completed, internal audit performance
against key indicators and any significant issues arising during the period

+ Considered the Chief Internal Auditor's Annual Report and assurance
opinion on the Council’s control environment

Page 120 4



+ Considered reviews of the effectiveness of the systems of internal audit

* Ensured internal and external audit plans were complementary and
provided optimum use of the total audit resource

» Considered and approved revisions to Chief Internal Auditors Audit Plan

+ Considered the Chief Internal Auditors Annual Report on the
implementation of recommendations identified in Audit Commission
reports.

We continue to provide support to the Internal Audit service to ensure
management is responsive to recommendations made and agreed.

External Audit
The Audit and Risk Management Committee:

» Considered the external auditor’s Audit Plan

+ Considered progress against the plan presented by the external auditor

* Received and considered all external audit and inspection reports
issued in the year and considered management’s response to them,
ensuring robust and thorough responses

* Reviewed the Council’s progress on all external audit and inspection
recommendations on a regular basis and asked managers to explain
progress where appropriate, thereby holding them to account

 Received and considered all of the external auditors reports on the
Merseyside Pension Fund

» Considered the external auditors Annual Report on Governance

+ Considered a report on the future of local public audit.

We continue to provide support to external audit to ensure management is
responsive to recommendations made and agreed.

Risk Management
The Audit and Risk Management Committee:

» Received details of the risk management system, how it works and
arrangements in place for mitigating risks

» Considered reports on the departmental and corporate risk registers and
promoted risk management across the Council

» Considered reports on Corporate Risk and Insurance Management

+ Considered a report on the Corporate Risk Management Strategy and the
Management of Risk and Opportunity.

We continue to provide support to promote effective Risk Management policy
and procedures across the Council and ensure best practice is achieved.

Internal Control and Governance

The Audit and Risk Management Committee:
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* Agreed the Council’s Annual Governance Statement and action plans
to improve identified weaknesses

+ Considered and supported changes to the Council’s Anti-Fraud and
Corruption Strategy

* Reviewed the effectiveness of the Council’s Anti-Fraud and Corruption
arrangements

»  Supported work undertaken as part of the Audit Commission’s National
Fraud Initiative

+ Considered and supported the production of an Anti Bribery Policy and its
promotion across the Council

« Considered a report on Fraud Prevention in the Council

« Considered and supported amendments to the Council's Money
Laundering Policy.

The Annual Governance Statement is a key document which summarises the
Council’s governance arrangements and the effectiveness of the
arrangements during the year.

Accounts
The Audit and Risk Management Committee:

* Agreed the Council’s accounting policies

» Agreed the Annual Statement of Accounts

* Received and considered the external auditor’s report on the accounts,
and ensured that the Council responded to the auditor's comments

* Agreed the annual Merseyside Pension Funds accounts

» Agreed the Merseyside Pension Fund’s Annual Governance Statement
and action plans to improve identified weaknesses

* Received and reviewed the Insurance Fund Annual Report

» Considered the implications of the introduction of International
Financial Reporting Standards (IFRS) within local government

+ Considered financial reports on budget projections for 2012/15.

The Audit and Risk Management Committee received regular reports on the
Council’s Treasury Management arrangements in the context of the economic
downturn.

Specific Issues

The Audit and Risk Management Committee also considered reports on the
following specific issues which arose in the period:

* Regulation of Investigatory Powers Act 2000
* Insurance arrangements and performance

« HESPE PIDA Follow Up

+ Single Fraud Investigation Service

» Care Homes Contingency Planning.

To give a flavour of our business during the year, the following shows the
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types and numbers of reports considered between April 2011 and February
2012:

3.2. Numbers & Types of Reports Considered by the Audit Committee

The Audit and Risk Management Committee covered a wide range of business

O External Audit
B Internal Audit
OFinancial Management

and Accounts
O Governance and Risk

10

B New Developments
and Others

4, OTHER ACTIVITIES

During the year, the Committee demonstrated its commitment to good
governance by:

i) Authorising amendments to the draft Annual Governance
Statement.

ii) Arranging special meetings and devoting significant resource to
addressing the issues arising from the PIDA disclosures which were
made.

iii) Referring several matters to Cabinet for attention.
iv) Asking Chief Officers to attend as appropriate and present reports
on issues identified which affected governance.

5. OUTCOMES

The Audit Committee aims to focus on adding value through its activity. By
concentrating on outcomes the Committee can identify the benefits of its
work. In particular this year the Audit Committee:

* Oversaw work on the Statement of Accounts

« Encouraged and presided over a strengthening of the control
environment, specifically by overseeing various targeted reviews and the
production of the Annual Governance Statement

* Encouraged and presided over the development of the Council’s Counter
Fraud arrangements by overseeing the CIPFA Managing Fraud initiative
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as acknowledged by the Audit Commission’s recognition of good practice
in a national publication.

In addition, individual Members and the Audit Committee collectively
continued to develop and learn about our roles, and deliver these roles
effectively.

6. PLANS FOR 2012/13

During 2011/12 the Audit and Risk Management Committee has consolidated
the progress that has been made in previous years, and going forward will
look to develop further and become a champion of good governance for the
Council helping to address many of the reported issues in what promises to
be a very challenging and difficult environment. Our priorities for 2012/13 are
to continue to meet our duties as specified in the Constitution by developing
and building on our current status. For 2012/13 we will:

» Continue to develop the Wirral Council Audit and Risk Management
Committee to review governance issues following recent failings in this
important area

+ Continue to drive up standards and meet the demanding requirements
of the external inspection and assessment regime

+ Continue to review all governance arrangements to ensure the Council
adopts the very latest best practice

«  Continue to support the work of Internal and External Audit and ensure
appropriate responses are given to their recommendations,

+ Ensure we maintain and further improve our standards in relation to the
production of accounts

* Review the process for the appointment of auditors to replace the Audit
Commission

+ Continue to closely monitor the implementation of the International
Financial Reporting Standards

+ Continue to help the Council to manage the risk of fraud and corruption

»  Continue to develop the Wirral Council Audit and Risk Management
Committee to review risk and partnerships’ issues and safeguard public
sector interests

+ Equip existing and any new Members to fulfil our responsibilities by
providing more detailed and effective training on all key areas of
responsibility including financial arrangements and risk management,
governance and audit planning.

Councillor Jim Crabtree (Chair)
Wirral Council Audit and Risk Management Committee
February 2012
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7. APPENDIX 1

AUDIT AND RISK MANAGEMENT COMMITTEE

TERMS OF REFERENCE

1. To provide independent assurance of the adequacy of the risk
management framework and the associated control environment,
independent scrutiny of the Council’s financial and non-financial
performance to the extent that it affects the Council’s exposure to risk
and weakens the control environment, and to oversee the financial
reporting process.

2. The Committee has the following duties, powers and authorities:

2.1. approval of the Council’s statement of accounts;

2.2. the responsibilities of the Council under section 151 of the Local
Government Act 1972 to make proper provision for its financial affairs;

2.3. to consider and make recommendations to Council or Cabinet as
appropriate on;

2.3.1. the annual Audit Report and the Management Letter of the external
auditor;

2.3.2. any other statutory report of the external auditor;

2.3.3. any internal audit report that may be referred to the committee by
the Chief Executive, the Director of Finance or the Head of Legal
and Member Services (as Monitoring Officer);

2.3.4. summaries of specific internal audit reports as requested;

2.3.5. the effectiveness and adequacy of the response by the Council, the
Cabinet, any committee or sub-committee of the Council or of any

officer to any internal or external audit report or management letter;

2.3.6. the systems of control and the arrangements for the prevention of
fraud and corruption within the Council;

2.3.7. any other matter relevant to the audit of the Council’s accounts and
financial records or its systems for the control and safeguarding of
all the Council’s assets;

2.3.8. areport from Internal Audit on agreed recommendations not
implemented within a reasonable timescale; and

2.3.9. the Head of Internal Audit’s annual report and opinion, and a
summary of internal audit activity (actual and proposed) and the
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2.4.

2.5.

2.6.

2.7.

2.8.

level of assurance it can give over the Council’s corporate
governance arrangements;

to approve (but not direct) the strategy, plan and performance of the
Council’s internal audit service;

to oversee the production of the Authority’s Statement on Internal
Control and recommend its adoption;

to maintain an overview of the Council’s Constitution in respect of
contract procedure rules, financial regulations and codes of conduct
and to make recommendations to Council or Cabinet, as appropriate;

to monitor the Council’s policies on “Raising Concerns at Work”, to the
anti-fraud and corruption strategy and the complaints procedure;

to liaise with the Audit Commission over the appointment of the
Council’s external auditors.

The Chair of the Audit and Risk Management Committee shall act as
the Council’s Risk Management Champion.

Executive Members will not normally be members of the Audit and Risk
Management Committee
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Agenda ltem 10

WIRRAL COUNCIL
AUDIT & RISK MANAGEMENT COMMITTEE

13 MARCH 2012

SUBJECT CORPORATE RISK AND INSURANCE
MANAGEMENT

WARD/S AFFECTED ALL

REPORT OF DIRECTOR OF FINANCE

RESPONSIBLE PORTFOLIO COUNCILLOR JEFF GREEN

HOLDER

KEY DECISION NO

1.0 EXECUTIVE SUMMARY

1.1 This report details progress made against the objectives for corporate risk and
insurance management and anticipated developments in the coming months.

2.0 BACKGROUND AND KEY ISSUES
Insurance Management progress

2.1 There continues to be an active involvement with the ongoing civil law reform
process. The Government has recently published a response to the delayed
Solving Disputes Consultation, which is one of many parallel threads making
up the reform process. Whilst there remains a commitment to the general
principle of civil law reform this document contains little detail as to how the
aims will be implemented in practice. As the proposals may have a significant
long term impact on the costs of liability claims officers will continue to press
Ministry of Justice officials and industry contacts to ensure that the interests of
local authorities are considered. The implementation dates for all threads
have now been deferred to April 2013 and further slippage is likely.

2.2 The liability claims statistics have been completed for Quarter 3 (quarter
ending 31 December 2011). The relatively mild winter has had a positive
impact on highway claims numbers and whilst an increase over 2010/11 claim
numbers is expected the increase will now be relatively modest. Technical
Services Department continues to provide the Team with the basis for a
sound defence for over 90% of all highways claims submitted, and projected
claims costs continue to be within budget. This performance compares
favourably with peer local authorities and it is important that this is maintained
as a reduction of just 5% in repudiation rates would equate to a 50% increase
in highway liability claims costs. In total 517 new general public liability claims
were reported in 2011 of which 446 claims related to the highway.
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2.3

2.4

2.5

2.6

2.7

2.8

2.9

The bulk of the claims workload continues to relate to non standard
Employers (EL) and Public Liability (PL) matters. Vibration claims from Parks
and Open Spaces employees continue to prove problematic with 16 such
claims received in the last 12 months. A significant increase has also been
seen in noise induced hearing loss (NIHL) claims most of which relate to
exposure in the 1990’s for which no documentation in respect of working
practices or employment records can be located. In the last 12 months 11
NIHL claims have been received. The trend in EL claims shows an increase
with 26 claims received in the year to 1 March 2010, 44 to 1 March 2011 and
64 claims to 1 March 2012. Whilst claims have been received in these periods
they relate to allegations of negligence that span many previous years.
Although specialist procedures have been implemented to manage this
increase it has impacted on the capacity of the team.

Officers recently met with representatives of ‘its my claim.com’ to review the
contract performance over the initial 12 month pilot period. The web-site
generated two claims and, as the Council had no liability for either, there was
no saving from ‘its my claim.com’. The results of the pilot did not justify the
renewal of this contract.

Two large theft claims have been notified since the previous report. A break-in
at the Children’s Assessment Centre at the former St Laurence’s Primary
School on 13 December 2011 resulted in the loss of tablet computers and a
break-in at Leasowe Recreation Centre on 21 February 2012 resulted in the
safe and takings being stolen. A meeting with the Head of Sport & Recreation
has agreed additional security measures for all Centres.

The Council brokers JLT Public Sector Risks have appointed a new manager
to service the account from April 2013 and performance will be reviewed
before taking any decision over the future of the contract.

Renewal terms for the Liability, Professional Indemnity, Motor, Engineering,
Computer and Foster Care insurance contracts are expected in March 2012 .
No significant changes are anticipated and the actual figures will be reported
to the next meeting of this Committee.

As part of the on-going work with schools converting to Academy status
assistance has been provided to Hilbre High School in compiling information
needed to obtain quotations for an individual insurance package. To deliver
economies in the procurement process work is underway with insurers to
bring a common insurance renewal date to all converted Academies.

Every two years an external actuarial report is commissioned to review the
sum required to fund liability claims within the limits of the self-insured liability.
Given the account is relatively stable it is proposed that an in house liability
funding review be conducted this year. This will save approximately £7,000.
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2.10

2.1

212

2.13

2.14

2.15

2.16

217

2.18

2.19

2.20

2.21

Following an enquiry from Sefton Council assistance is being provided to
improve insurance arrangements. Initial discussions have focussed on
procurement issues as Sefton is in a period of management transition and
with a view to establishing areas for collaborative working that may be
beneficial to both organisations

Risk Management Progress

In connection with the review of the risk management framework and
processes the Risk & Insurance Officer has been working with the Strategic
Change Programme Office to ascertain if the programme control system can
be enhanced to capture the risks to the delivery of the objectives as set out in
the Corporate Plan and also the Departmental Service Plans.

Each department has identified the principal risks to the delivery of its
Departmental Service Plan as part of the corporate planning process.

The Executive Team has evaluated the revised Corporate Risks and the
updated Corporate Risk Register submitted to Cabinet on 2 February 2012 is
included on the agenda of this Committee.

The 2012/13 work plan for the Risk & Insurance Team is being developed and
will be reported to the next meeting of this Committee.

Insurance Management — Issues for Next Period

Officers will continue with work in connection with the process of reform to
civil litigation costs.

Liability claims statistics for the final quarter of 2011/12 will be compiled.

The management of liability claims is expected to continue demanding a very
substantial part of the capacity within the Risk & Insurance Team.

Work will begin to collate the information required in connection with the
renewal of the Property, Business Interruption, Money and Fidelity Guarantee
insurance contracts on 30 June 2012.

Competitive quotations will be sought for Hilbre High School Academy
insurance package and when the conversion date for Woodchurch High
School is known the insurance package will be implemented.

Liability claims data as at 31 March 2012 will be extracted in order to
undertake the in house funding review.

Additional discussions will be held with Sefton Council to further explore joint
working.
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2.22

2.23

2.24

3.0

3.1

4.0

4.1

5.0

5.1

6.0

6.1

7.0

7.1

7.2

8.0

8.1

9.0

9.1

Risk Management — Issues for Next Period

Further preparatory work will be done for the review of the risk framework and
processes.

The Executive Team will undertake the quarter 4 review of the Corporate Risk
Register as part of the corporate performance monitoring process.

The Risk & Insurance Team will conduct an analysis of the departmental risk
registers and provide each department with feedback to support continuous
improvement.

RELEVANT RISKS

No decisions are required in relation to this report. As such there are no risks
or opportunities to report.

OTHER OPTIONS CONSIDERED

These are not applicable in respect of this monitoring report.
CONSULTATION

No specific consultation has been undertaken with regard to this report.
IMPLICATIONS FOR VOLUNTARY, COMMUNITY AND FAITH GROUPS
There are none arising directly from this report.

RESOURCE IMPLICATIONS

The Academy Schools initiative undertaken by the Risk & Insurance Team is
continuing to generate income which offsets insurance administration costs.

Although under pressure the Team has sufficient resource to deal with the
insurance responsibilities. However the additional work required as a result of
the planned improvements to risk management arrangements could not be
delivered within existing staff resources.

LEGAL IMPLICATIONS

There are none arising directly from this report.

EQUALITIES IMPLICATIONS

There are none arising directly from this report.
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10.0 CARBON REDUCTION IMPLICATIONS

10.1 There are none arising directly from this report.

11.0 PLANNING AND COMMUNITY SAFETY IMPLICATIONS

11.1  There are none arising directly from this report.

12.0 RECOMMENDATION

12.1 That the Corporate Risk and Insurance Management report be noted.

13.0 REASON FOR RECOMMENDATION

13.1 Regular update reports are presented to this Committee on the work around

Risk and Insurance which seek to support the Risk Management Strategy and
maintain the successful management of the Insurance Fund.

REPORT AUTHOR: Mike Lane
Risk & Insurance Officer
telephone: 0151 666 3413
email: mikelane@wirral.gov.uk

REFERENCE MATERIAL / SUBJECT HISTORY

Council Meeting Date

Audit & Risk Management — Corporate Risk & 22 November 2010
Insurance Management

Audit & Risk Management — Corporate Risk & 17 January 2011
Insurance Management

Audit & Risk Management — Corporate Risk & 28 March 2011
Insurance Management

Audit & Risk Management — Corporate Risk & 30 June 2011
Insurance Management

Audit & Risk Management — Corporate Risk & 28 September 2011
Insurance Management

Audit & Risk Management — Corporate Risk & 29 November 2011
Insurance Management

Audit & Risk Management — Corporate Risk & 1 February 2012
Insurance Management
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Agenda ltem 11

WIRRAL COUNCIL
AUDIT & RISK MANAGEMENT COMMITTEE

13 MARCH 2012

SUBJECT: CORPORATE RISK REGISTER
WARD/S AFFECTED: ALL

REPORT OF: DIRECTOR OF FINANCE
RESPONSIBLE PORTFOLIO | COUNCILLOR JEFF GREEN
HOLDER:

KEY DECISION? YES

1.0 EXECUTIVE SUMMARY

1.1 This report describes the process followed in analysing the issues contained within
the draft Corporate Risk Register which was presented to Cabinet on 13 October
2011. The fully populated document was agreed by Cabinet on 2 February 2012
and is appended.

2.0 RECOMMENDATION
2.1 That Members consider the updated corporate risk register.
3.0 REASON FOR RECOMMENDATION

3.1 The risk register and the monitoring process enable officers to focus resources on
the most significant threats to delivery of the corporate objectives.

4.0 BACKGROUND AND KEY ISSUES

4.1. The Corporate Risk Register is a key element of the Risk Management Strategy. It
summarises those areas of uncertainty which have greatest potential to prevent or
frustrate delivery of the Corporate Plan and how the Authority is seeking to tackle
them. In turn those actions influence the content of Departmental Service Plans
and the allocation of resources. In that way they are closely aligned with the
Corporate Planning process and so success in managing these risks is a key
factor in overall performance.

4.2. On 13 October 2011 Cabinet received a report detailing the process followed by
the Executive Team in reviewing the corporate risks, and approved the draft list of
issues.

4.3. The report indicated that the next stage would be to evaluate the risks and score

them in accordance with the matrix contained in the Corporate Risk Management
Strategy.
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4.4.

4.5

4.6

4.7

4.8

5.0

5.1

6.0

6.1.

7.0

7.1

8.0

8.1

9.0

9.1

Those tasks have been undertaken by the Executive Team. In doing so they also
considered the principal existing controls and what further action might be
necessary in order to mitigate the risks to an acceptable level.

Cabinet on 2 February 2012 agreed the full document which is appended to this
report.

Departments used the register in preparing their Service Plans for 2012/13.

The Risk & Insurance Team will be working with Departments to identify
appropriate Key Risk Indicators to enable more informed assessments of the
effectiveness of the controls for each risk to be undertaken.

As part of the arrangements for the governance, delivery and monitoring of the
Corporate Plan the Executive Team will review at regular intervals the
effectiveness of the existing controls and the progress in implementing additional
actions and will consider any new risks of potential corporate significance. Those
reviews will inform the Risk Monitoring element of the quarterly Corporate
Performance and Financial Reviews.

RELEVANT RISKS

The issues contained in the appendix are considered by Chief Officers to present
the most significant risks to achievement of the goals contained in the Corporate
Plan. As such failure to manage them effectively could have severe implications
for delivery of the Plan.

OTHER OPTIONS CONSIDERED

None.

CONSULTATION

The Cabinet, the Audit and Risk Management Committee, the Executive Team
and each Department have all been consulted in the preparation of the Corporate
Risk Register.

IMPLICATIONS FOR VOLUNTARY, COMMUNITY AND FAITH GROUPS

There are no direct implications

RESOURCE IMPLICATIONS: FINANCIAL; IT; STAFFING; AND ASSETS

Whilst there are no direct implications effective management of the corporate risks
will help to avoid losses with a financial impact and injury to staff.

10.0 LEGAL IMPLICATIONS

10.1 There are no direct implications.
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11.0 EQUALITIES IMPLICATIONS

11.1 There are no direct equalities implications.

12.0 CARBON REDUCTION IMPLICATIONS

12.1 There are no carbon usage implications.

13.0 PLANNING AND COMMUNITY SAFETY IMPLICATIONS

13.1 There are no direct planning implications. Effective management of the corporate
risks will help assist with maintaining public safety.

REPORT AUTHOR: Mike Lane
Risk and Insurance Officer
telephone: (0151) 666 3413
email: mikelane@wirral.gov.uk
APPENDICES

Corporate Risk Register
REFERENCE MATERIAL

SUBJECT HISTORY (last 3 years)

Council Meeting Date

Cabinet - Corporate Risk Register 2 February 2012
Cabinet - Corporate Risk Register 13 October 2011
Cabinet Corporate Risk Register 3 September 2009
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APPENDIX

WIRRAL COUNCIL - CORPORATE RISK REGISTER - EXECUTIVE TEAM DECEMBER 2011

Risk Lead Officer  Existing Key Controls Further Control Actions Planned
Description
If we do not Chief e Register of corporate H&S risks 10 e Deliver Institute Of Safety and Health (IOSH)
manage health Executive e Corporate and departmental H&S policy specifies Managing Safely training to all Managers and
and safety Jim Wilkie roles / responsibilities Supervisors below Head of Service
effectively then e Legislative Compliance Audit programme of all » Review and develop H&S arrangements
death or serious Council premises e Continuing audits of H&S arrangements
Injury 90U|d result e Programme of auditing H&S management e Implement health surveillance arrangements for
to service users, systems occupational health risks re hearing loss and
employees or  Delivery of essential emergency training for fire HAV/CT
members of the and first aid
public « Investigation of all significant accidents &

incidents by H&S Officers

e Training delivered for significant hazardous work
activities
e Health surveillance arrangements implemented

for occupational health risks
If safeguarding Acting e Local Safeguarding Children Board monitors 10 ¢ Implement revised ‘Working Together to
arrangements Director of serious case review action plans Safeguard Children
are inadequate Children’s e Weekly performance monitoring of changes to e Comprehensive review of services / outcomes for
children might be | Services contact and referral taking in CADT children (on a multi agency basis) to be initiated
exposed to David e VCl reporting to the Chief Executive following the Governments response to Professor
greater risk of Armstrong e Lead Member Briefing following each LSCB Munro’s review of Child Protection services;
abuse or o National Notification of Serious Child Care leading to implementation proposals
exploitation. Incidents to OFSTED ¢ Recruit to outstanding vacant social work posts

e Continuing programme for disseminating learning
from serious child care incidents

e Child Death Overview Panels

e Continuing review of S118 IRO applications




/€| abed

Risk Description Lead Officer Existing Key Controls

If safeguarding Director of ¢ Whole system review of safeguarding completed 2 |5 |10 | e Victim experiences recorded and used to inform
arrangements are | Adult Social & recommendations have been implemented service effectiveness;
inadequate Services including revised safeguarding procedures; o Case-file auditing process used to quality-assure the
vulnerable adults | Graham e Training rolled out across partnership agencies; decision-making process;
could be exposed | Hodkinson  Regular monitoring reports to DASS Strategic e Audits of data recording and data reporting systems
to greater risk of Leadership Team; Operational staff and are planned to ensure the effectiveness of the
abusg or Safeguarding Adults Partnership Board; processes;
exploitation. e Safeguarding service self assessment undertaken e Benchmarking activities with other Safeguarding
as part of Peer Challenge; Board areas are to be undertaken to assess overall
e Weekly monitoring of performance with key social system effectiveness.

work team members;

e Safeguarding is a core project in the Corporate
Plan;

o Wirral Adult Safeguarding Board and Wirral Local
Safeguarding Children’s Board jointly
administered;

e Safeguarding Social Worker located in CADT to
better deal with potential safeguarding alerts;

¢ Joint Head of Safeguarding (CYPD and DASS)
post established;

o Additional safeguarding posts created and filled.

Not having plans | Director of o Dedicated team provides support and guidance 1 /5 |5 o Ensure external agencies have cohesive continuity
in place could Technical e T disaster recovery planning audit arrangements
compromise Services e External suppliers identified and position « Conduct exercise to test the efficiency of critical
delivery of David Green statement complied as to their arrangements service area business continuity plans
essential services e Awareness sessions delivered o Undertake reviews of large scale incidents or
in the event of a  Exercises conducted to test efficiency of plans emergencies to capture learning points and improve
major public « Departmental business continuity plans finalised the councils response e.g. Leasowe/Moreton Gas
emergency e Wirral Business Continuity Plan finalised disruption, Heswall water disruption, etc.

e Wirral Flood and Water Management Partnership

formed

¢ Review of winter maintenance arrangements
conducted.
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Risk

Lead Officer

Existing Key Controls

Further Control Actions Planned

Description

If the Council Head of o Comprehensive consultation process to engage 15 | « Ongoing annual programme of consultation with local
does not Communications local residents in identifying their local priorities residents

maintain the and Community and helping to shape local services by informing ¢ Integration of the Council’s marketing and

trust and Engagement the Council’s planning, budgetary and decision Community Engagement activities including the
confidence of | Emma Degg making processes ongoing development of the Council’s area forums
citizens in the e Development of Neighbourhood Plans based on

conduct of its consultation findings and engagement with Ward

duties this Councillors and increased transparency of area

could result in forum funding

service failure, e Increased transparency of

significant ¢ Central coordination of consultation and

damage to the engagement activities

authority’s e Proactive approach to media and local

reputation and communities with regards to changes that will

undermine the impact on service delivery

level of e Proactive approach to media and local

engagement communities to effectively promote and advertise

with residents. local services

A serious Chief Executive | ¢ Constitution regularly reviewed, reported to 16 | ¢ Action plan for key areas agreed by CGC in October
failure in Jim Wilkie Members and officers 2011 with actions identified for implementation before
corporate Risk-based internal audit programme April 2012. Process for monitoring progress
governance Annual Governance Statement produced established.

could result in
breaches of
legislation
and/or
significant
damage to the
authority’s
reputation.

Corporate Governance Monitoring Group
Code of Corporate Governance adopted
CIPFA/SOLACE ‘Delivering Good Governance’
Framework

Training programme for Members
Standards and Audit & Risk Management
Committees

ICT Security policy and role of Fol officer
Individual strategies reviewed

Corporate Governance Cabinet Committee
(CGC) established

Revised Code of Corporate Governance to be
considered by Council February 2012, with enhanced
compliance and review procedures.

Review of Internal Audit (reporting March 2012) will
include recommendations for enhancing profile and
authority of Internal Audit

Enhanced Corporate Performance Management
Framework including monitoring, review and
reporting to be implemented from April 2012
Review of Legal and Member Services to identify
additional resources required to strengthen
Corporate Governance
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Risk Lead Officer Existing Key Controls Further Control Actions Planned

Description

If we do not Director of e Medium Term Financial Capital HR and IT 12 | « Review the effectiveness and appropriateness of the
use the Finance / strategies linked and reflect priorities in Corporate strategies

available Deputy Chief Plan. ¢ Strengthen the links between service and financial
resources to Executive e Links between service & financial plans. planning

meet the lan Coleman ¢ Investment is based on business cases for ¢ Plan service delivery so as to not exceed available
priorities set projects. resources - includes implementing KLOE 1 —

out in the ¢ Financial management by planning, monitoring Corporate Plan / Budget Setting alignment
Corporate and reporting ¢ Maintain reserves and provisions

Planl the e Programme of financial management training. e Apply the provisions in the Constitution

services we ¢ Impacts of the future financial position identified  Workforce planning

provide might and appropriate responses developed e Performance appraisal and performance

notbe Budget resolution links directly to corporate priorities management framework

appropriate

Insufficient Acting Director | ¢ Investment Strategy Board established to lead 9 e Support inward and indigenous investment through a
growth in the of and direct implementation of Investment Strategy programme of support delivered by Invest Wirral
borough’s Regeneration, | « Wirral Business Forum set up by Invest Wirral Team

economy Housing and e Performance Management arrangements for ¢ Explore opportunities for working internationally,
could make it | Planning Corporate Plan supporting businesses to access opportunities as
difficult for the | Kevin Adderley | « Corporate Investment Group in place appropriate

Council to e Council’s Child Poverty Strategy e Support for economic regeneration schemes by the
deliver its o Wirral Apprentice Programme Regeneration and Investment Teams to create
vision of a « Business Support initiatives in place greater prosperity for Wirral

more e Broadband investment e Corporate Response to Welfare Reform Bill
g;%sgg[gfs . _Influence over other Govt Departments

Wirral. investment (e.g DWP Work Programme)

Monitoring of Economic Indicators
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Risk
Description

If we do not
engage
sufficiently with
the workforce
it could lead to
de-motivation,
a negative
culture and a
focus on short
term rather
than long term
considerations.

Lead Officer

Head of HR &
Organisational
Development
Chris Hyams

Existing Key Controls

Staff communications including One Council, One
Brief and team Briefing

Chief Executive Roadshows

Key Issue Exchanges

Further Control Actions Planned

o Deliver improved and systematic management
communication and engagement

e Develop Organisational Development programme to
develop culture, linked to performance management

If do not have
the right
people with the
right skills in
the right posts
it will be
difficult to
deliver the
corporate
priorities.

Head of HR &
Organisational
Development
Chris Hyams

People Strategy implemented

Partial implementation of Job Evaluation
Implementation of people management policies
Priorities in Corporate Plan communicated to
staff.

Corporate KIE process

Trainee and Apprenticeships development
Enhanced communication strategy

Skills for Wirral Programme

Skills for Wirral Leadership programme

e Conclude Local Pay Review

e Performance Management framework with Appraisal
implemented, with supporting development and
communications

e Concluded people management policy review
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Risk Lead Officer Existing Key Controls Further Control Actions Planned

Description

If we do not Director of Law, | e All solicitors are members of The Law Society. 15 |  Review of resources within Legal Services as part of
learn about HR & Asset e The Director of LHRAM and the Head of Legal the Council’s Corporate Governance Review in order
changes to Management & Member Services are members of the to identify and acquire additional solicitors required
the legislative | Bill Norman Association of Council Secretaries and

and policy Solicitors, a national consultative body.

environment it e All solicitors undertake a minimum of 16 hours

could impede CPD each year.

our ability to e The Council is a member of the North West

understand Legal Consortium.

and respond e The Council subscribes to Westlaw, an on-line

to them. legal research tool.

If we do not Head of ¢ Needs analysis and evidence base including the 10 ¢ Implementing the outcomes of the Corporate
ensure that Communications Joint Strategic Needs Assessment (JSNA) to Governance KLOE 1 — Corporate Plan / Budget
the policies and Community inform corporate / business planning Setting alignment

and practices | Engagement ¢ Understanding needs of Wirral's communities ¢ Implementing the outcomes of the Corporate
being Emma Degg through consultation and community Governance KLOE 5 — Review of Policy
introduced by engagement activities, e.g. Area Forums, Older « Implementing the outcomes of KLOE 7 - Equalities
the Council Peoples Parliament and Youth Parliament

reflect a e Corporate / business planning linked with the

through budget setting process

understanding
of the wants
and needs of
our citizens
and
businesses
the services
we provide
might not be
appropriate

Equality considerations are accounted for
through equality impact assessments
Single Equality Scheme sets out statutory
requirements and duties relating to Wirral's
diverse communities
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Risk
Description
In an era of
increasingly
scarce
resources, if
the Council
does not
collaborate
effectively
with partners
we may not
make the best
use of the
collective
resource
available to
meet citizens’
needs.

Lead Officer

Chief Executive
Jim Wilkie

Existing Key Controls

¢ Needs analyses and evidence bases inform the
partnership’s priority setting and key plans and
strategies

o Action-led delivery plans for partnership priorities

o Strong strategic leadership for the partnership
(Executive Board)

e Council is the accountable body for Wirral’s LSP.
Supported by senior management inc. joint posts
such as the Joint Director of Public Health

¢ Partnership toolkit and register developed to
support governance

Further Control Actions Planned

Periodic checks to ensure partnerships comply with
Wirral's governance arrangements

Refresh of Partnership Register and governance
arrangements

Develop a performance management framework for
the Sustainable Community Strategy
Comprehensive review of all economic policy in
response to the recession, in line with statutory Local
Economic Assessment duty

Ensure that partners share operational intelligence
and co-ordinate activities in response to recession

Business
failure from a
supplier to the
Council,
including
major private
sector
suppliers and
the voluntary,
community
and faith
sector
providers,
leading to
interruption of
service

Chief Executive
Jim Wilkie

o External suppliers identified and position
statement compiled as to their arrangements

e Procurement Strategy and the agreed
procurement process

e Contract and performance management
arrangements

o Linkages to Business Continuity

See linkages to Business Continuity above
Introduce a requirement on departments to ensure
that:

1. all partner agencies and/or voluntary, community
or faith sector organisations have suitable and
sufficient business continuity arrangements — a
check should be made on a two yearly basis

2. all external suppliers/contractors provide a
position statement in regard to their individual
business continuity plans on a two yearly basis

3. an annual financial check is incorporated as part
of the regular contract performance
management arrangements
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WIRRAL COUNCIL - RISK MANAGEMENT STRATEGY - RISK SCORING MODEL

Impact

Low Very High (5)

(2)

Very Low (1) Medium (3)

pooy1ay1

Very High 10
(5) Low impact but very
high likelihood

High 12
(4) Medium impact but

high likelihood
Medium (3) 9

Medium impact and

medium likelihood
Low 8 10
(2) High impact but low | Very high impact but

likelihood low likelihood

Very Low (1) 4 5

High impact but very | Very high impact but
low likelihood very low likelihood
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Agenda ltem 12

WIRRAL COUNCIL
AUDIT AND RISK MANAGEMENT COMMITTEE

13 MARCH 2012

SUBJECT MEMBERS TRAINING
WARD/S AFFECTED ALL

REPORT OF DIRECTOR OF FINANCE
RESPONSIBLE PORTFOLIO COUNCILLOR TOM HARNEY
HOLDER

KEY DECISION NO

1.0 EXECUTIVE SUMMARY

1.1. The CIPFA guidance Audit Committees — Practical Guidance for Local
Authorities recommends that the Members of an Audit Committee should
receive specific training in their role and responsibilities as Members of that
Committee. This report recommends suitable training for 2012-13.

2.0 BACKGROUND AND KEY ISSUES

2.1. Since 2006 the training requirements have been comprehensively achieved at
minimum cost by appointing one of the Members of the working party who
wrote Audit Committees — Practical Guidance for Local Authorities to undertake
the training. The course has been supplied over two sessions at a cost of
£2,500.

2.2. The Practical Guidance for Local Authorities recommends that induction
training should be provided for all Audit Committee Members and cover:-

the role of the Committee

the terms of reference

the time input required of Members
an overview of Council activities
the financial and risk environment

2.3. Further regular and specific Audit Committee training should also be provided in:

financial reporting

governance

understanding financial statements
the regularity framework

the role of internal and external audit
the importance of risk management

2.4. The training provided to date has generally been viewed by the Members of the
Committee as very useful. Therefore | recommend that the existing trainer,
Anna Klonowski, is retained for Members training in 2012-13.
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2.5. | recommend that a training session should be arranged for early in the new
municipal year before the first scheduled meeting of this Committee in June
2012.

3.0 RELEVANT RISKS

3.1.  If Members do not undertake training then the Council will fail to meet best
practice.

4.0 OTHER OPTIONS CONSIDERED

4.1  No other options were considered.

5.0 CONSULTATION

5.1 No consultation has been undertaken.

6.0 IMPLICATIONS FOR VOLUNTARY, COMMUNITY AND FAITH GROUPS
6.1  There are no direct implications arising from this report.
7.0 RESOURCE IMPLICATIONS

7.1 The cost of Members training can be met from the budget.
8.0 LEGAL IMPLICATIONS

8.1  There are none arising directly from this report.

9.0 EQUALITIES IMPLICATIONS

9.1 There are none arising directly from this report.

10.0 CARBON REDUCTION IMPLICATIONS

10.1 There are none arising directly from this report.

11.0 PLANNING AND COMMUNITY SAFETY IMPLICATIONS
11.1  There are none arising directly from this report.

12.0. RECOMMENDATION

12.1. That Members agree a suitable date for the provision of a training course prior
to the June meeting of this Committee.

13.0. REASON FOR RECOMMENDATION

13.1. To agree Members training for 2012-13.
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FNCE/43/12
REPORT AUTHOR: lan Coleman
Director of Finance
telephone: (0151 666 3056)
email: iancoleman@uwirral.gov.uk
APPENDICES
None

REFERENCE MATERIAL

Audit Committees - Practical Guidance for Local Authorities - CIPFA -
December 2005

SUBJECT HISTORY

Council Meeting Date

Members Training 26 September 2011
Members Training 6 June 2011

Audit & Risk Management Committee 28 March 2011
Members Training 14 September 2010
Audit & Risk Management Committee 30 June 2010
Members Training 7 June 2010

Audit & Risk Management Committee 24 March 2010
Audit & Risk Management Committee 25 November 2009
Members Training 29 September 2009
Audit & Risk Management Committee 29 June 2009
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