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External audit is an essential element in the process of accountability for public
money and makes an important contribution to the stewardship of public resources
and the corporate governance of public services.

Audit in the public sector is underpinned by three fundamental principles:

e auditors are appointed independently from the bodies being audited,;

e the scope of auditors' work is extended to cover not only the audit of financial
statements but also value for money and the conduct of public business; and

e auditors may report aspects of their work widely to the public and other key
stakeholders.

The duties and powers of auditors appointed by the Audit Commission are set out in
the Audit Commission Act 1998 and the Local Government Act 1999 and the
Commission's statutory Code of Audit Practice. Under the Code of Audit Practice,
appointed auditors are also required to comply with the current professional
standards issued by the independent Auditing Practices Board.

Appointed auditors act quite separately from the Commission and in meeting their
statutory responsibilities are required to exercise their professional judgement
independently of both the Commission and the audited body.

Status of our reports

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

e any director/member or officer in their individual capacity; or
e any third party.

Copies of this report

If you require further copies of this report, or a copy in large print, in Braille,
on tape, or in a language other than English, please call 0844 798 7070.

© Audit Commission 2008

For further information on the work of the Commission please contact:

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
Tel: 020 7828 1212 Fax: 020 7976 6187 Textphone (minicom): 020 7630 0421
www.audit-commission.gov.uk
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4 Lancaster City Council | Introduction

Introduction

1 This plan sets out the audit and inspection work that we propose to undertake for
the 2008/09 financial year. The plan is based on the Audit Commission’s
risk-based approach to audit planning and the requirements of moving towards
Comprehensive Area Assessment (CAA). It reflects:

e audit and inspection work specified by the Audit Commission for 2008/09;
e current national risks relevant to your local circumstances; and
e your local risks and improvement priorities.

2 During 2008/09, the role of Relationship Manager will be replaced by the post of
Comprehensive Area Assessment Lead (CAAL). The CAAL for the Council is
Tom Keena. He will provide the focal point for the Commission’s work in your
local area, lead the CAA process, and ensure that the combined inspection
programme across all inspectorates is tailored to the level and nature of risk for
the area and its constituent public bodies. The Commission has become the
statutory gatekeeper of all inspection activity involving local authorities.

3 The audit work will be undertaken by the appointed auditor, KPMG LLP (‘KPMG"),
and the team is led by Kevin Wharton.

4 As we have not yet completed our audit for 2007/08, the audit planning process
for 2008/09, including the risk assessment, will continue as the year progresses,
and the information and fees in this plan will be kept under review and updated as
necessary.

Lancaster City Council
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Responsibilities

We comply with the statutory requirements governing our audit and inspection
work, in particular:

e the Audit Commission Act 1998;
e the Local Government Act 1999 (best value inspection and audit); and
e the Code of Audit Practice.

The Code of Audit Practice (the Code) defines auditors’ responsibilities in relation
to:

e the financial statements (including the annual governance statement); and

e the audited body’s arrangements for securing economy, efficiency and
effectiveness in its use of resources.

The Audit Commission’s Statement of Responsibilities of Auditors and of Audited
Bodies sets out the respective responsibilities of the auditor and the Council. The
Audit Commission has issued a copy of the Statement to every audited body.

The Statement summarises where the different responsibilities of auditors and of
the audited body begin and end, and our audit work is undertaken in the context
of these responsibilities.

Lancaster City Council
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6 Lancaster City Councll | Fee for audit and inspection work

Fee for audit and inspection work

The details of the structure of scale fees are set out in the Audit Commission’s
work programme and fee scales 2008/09. Scale fees are based on a number of
variables, including the type, size and location of the audited body.

The total indicative fee for the audit and inspection work included in this audit and
inspection plan for 2008/09 is for £129,972, which compares to the planned fee of
£130,100 for 2007/08.

A summary of this is shown in the table below. The fee is determined by audit
risks identified, mandated work and basic assumptions. A detailed breakdown of
the audit and inspection fee is included in Appendix 2.

Table 1 Audit and inspection fee

Audit area Planned fee 2008/09 | Planned fee 2007/08 Page
Total audit fee £124,000 £111,000 9
Total inspection fee £5,972 £19,100 12
Certification of claims | £40,000 £40,000 19

and returns - estimate

The Audit Commission scale fee for Lancaster City Council is £126,230. The fee
proposed for 2008/09 is 1.8 per cent below the mid-point of the scale fee and is
within the normal level of variation specified by the Commission.

We have set our fee based on a number of assumptions which are detailed in
Appendix 2.

The Audit Commission has the power to determine the fee above or below the
scale fee where it considers that substantially more or less work is required than
envisaged by the scale fee. The Audit Commission may, therefore, adjust the
scale fee to reflect the actual work that needs to be carried out to meet the
auditor’s statutory responsibilities, on the basis of the auditor's assessment of risk
and complexity at a particular body.

It is a matter for the auditor to determine the work necessary to complete the
audit and, subject to approval by the Audit Commission, to seek to agree an
appropriate variation to the scale fee with the Council. The Audit Commission
expects normally to vary the scale fee by no more than 30 per cent (upwards or
downwards). This fee then becomes payable.

Lancaster City Council
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Process for agreeing any changes in audit fees

16 As set out in paragraph 5, it is possible that the initial risk assessment will change
as the year progresses. Where this is the case, we will discuss this in the first
instance with Roger Muckle, Corporate Director (Finance and Performance).
Supplements to the plan will be issued and discussed with you to record revisions

to the risk and the impact on the fee.

Lancaster City Council
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8 Lancaster City Councll | Auditor’s report on the financial statements

Auditor’s report on the financial
statements

KPMG are required to issue an audit report giving our:

e opinion on whether the financial statements present fairly the financial position
of the Council as at 31 March 2009; and

e conclusion on whether the Council has put in place proper arrangements to
secure economy, efficiency and effectiveness in its use of resources.

Financial statements

We have not undertaken a risk assessment for our audit of the financial
statements as many of the specific risks may only become apparent after we
have completed our 2007/08 audit. We will discuss a separate opinion Audit and
Inspection Plan for our audit of the financial statements in December 2008.

At this stage we are aware of the following risks that are likely to impact on our
audit of the financial statements:

e the requirement to continue to comply with the financial reporting standards
covering financial instruments; and

e the second year of the application of a revaluation reserve in the Council's
financial statements.

VFM conclusion

In reaching our conclusion, KPMG will review evidence that is relevant to the
Council’s performance management and financial management arrangements.

The key risks highlighted from our planning are summarised in the table below
with details of planned work to mitigate the risks. Full details of our risk
assessment are outlined in Appendix 3.

Lancaster City Council
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Table 2 Key risks identified

Key risks identified

The Council is in the process of
making significant changes to its pay
structure.

The Council generally has a positive
relationship between the level of
spend and performance. However,
high performance has not yet been
demonstrated in priority areas.

Planned work to address the risk

We will review the process the Council
used to review its pay structure, and
compare this with our experience
elsewhere.

We will review the Council's
arrangements in relation to securing
VFEM, and, using examples of notable
practice from other Councils, will
highlight areas for improvement. We will
also highlight areas that the Council
needs to address in order to meet the
requirements of the Comprehensive
Area Assessment in relation to VFM.

Lancaster City Council
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Use of resources

22 This audit plan covers the last year of the current regime for Use of Resources
assessment as part of the CPA framework. The work required to arrive at the
2007/08 Use of Resources assessment is fully aligned to that required to arrive
the auditor's 2008/09 Value for Money conclusion.

23 Appendix 1 outlines the criteria and scoring.

24 The initial risk assessment for use of resources work is shown in Appendix 3.
This will be updated through the continuous planning process as the year
progresses.

Lancaster City Council
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Mandated work
25 As part of the audit, the mandated work programme comprises:

e data quality;

e whole of government accounts; and

e National Fraud Initiative.

Appendix 1 highlights the work to be undertaken.

Lancaster City Council
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12 Lancaster City Council | CPA and inspection

CPA and inspection

From April 2009, the Audit Commission, jointly with the other public service
inspectorates, will be implementing Comprehensive Area Assessment (CAA).
Therefore, 2008/09 is the last year in which corporate assessments and
programme service inspections will be undertaken as part of the CPA framework.

The Audit Commission’s CPA and inspection activity is underpinned by the
principle of targeting our work where it will have the greatest effect, based upon
assessments of risk and performance.

The Council’'s CPA category is, therefore, a key driver in the Commission’s
inspection planning process. In February 2008, the Council was categorised as
good following a corporate assessment inspection.

We have applied the principles set out in the CPA framework, ‘CPA — District
Council Framework From 2006’, recognising the key strengths and areas for
improvement in the Council’s performance.

Strengths in the Council’s performance include:
e ambitious plans to regenerate the district;
e a performance management framework which supports service improvement;

e significant improvements to key services such as housing benefits and
recycling; and

e impressive neighbourhood management work.

Areas for improvement in the Council’s performance include:

e support to the LSP in developing a Sustainable Community Strategy;
e developing political leadership;

e progress in addressing equality and diversity issues; and

e performance management arrangements for key partnerships.

Lancaster City Council
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32 On the basis of the planning process, we have identified where inspection activity
will be focused for 2008/09 as follows.

Table 3 Summary of inspection activity

Inspection activity

Comprehensive Area
Assessment Lead (CAAL)
replacing RM

Direction of Travel (DoT)
assessment

Reason/impact

To act as the Commission’s primary point of
contact with the Council and the interface at
the local level between the Commission and
the other inspectorates, government offices
and other key stakeholders.

An annual assessment, carried out by the
CAAL, of how well the Council is securing
continuous improvement. The DoT statement
will be reported in the Annual Audit and
Inspection Letter.

Lancaster City Council
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Additional services work

33 We are not proposing to do any additional services work at Lancaster City
Council during 2008/09.

Lancaster City Council
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The audit and inspection team

34 The key members of the audit and inspection team for the 2008/09 audit are
shown in the table below.

Table 4

Name

Tom Keena
CAAL

Kevin Wharton
Appointed Auditor

Jillian Burrows

Audit Senior
Manager

Audit and inspection team

Contact details

t-keena@audit-
commission.gov.uk

01204 877300

kevin.wharton@kpmg.co.uk
0161 246 4758

jillian.burrows@kpmag.co.uk
0161 246 4705

Quality of service

We are committed to providing you with a high quality service. If you are in any
way dissatisfied, or would like to discuss how we can improve our service, please
contact your CAAL or Appointed Auditor in the first instance. For any complaints
concerning audit work, you may wish to contact KPMG's national contact partner
for Audit Commission work, Trevor Rees (trevor.rees@kpmg.co.uk).

Responsibilities

The primary point of contact
with the Council and the
interface at the local level
between the Commission
and the other inspectorates,
government offices and
other key stakeholders.

Responsible for the overall
delivery of the audit
including the quality of
outputs, signing the opinion
and conclusion, and liaison
with the Chief Executive and
audit committee.

Overall responsibility for the
management of the client
relationship and the delivery
of the programme of audit
work.

If we are unable to satisfy your concerns, you have the right to make a formal
complaint to the Audit Commission. The complaints procedure is set out in the
leaflet ‘Something to Complain About’, which is available from the Commission’s
website (www.audit-commission.gov.uk) or on request.

Lancaster City Council
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37 Reports will be discussed and agreed with the appropriate officers before being
issued to the audit committee.
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Table 5

Planned outputs

Planned output

Audit and Inspection Plan

Interim audit memorandum

Annual governance report

(ISA260)

Auditor’s report giving an opinion
on the financial statements and
value for money conclusion

Use of resources report

Annual Audit Letter (including DoT

report)

Lancaster City Council

Indicative date

May/June 2008

May/June 2009
30 September 2009

30 September 2009

TBC
TBC

Responsibility

CAA Lead and
KPMG

KPMG
KPMG

KPMG

KPMG

KPMG and CAA
Lead
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Appendix 1 — Work under the Code of
Audit Practice

Financial statements

KPMG will carry out our audit of the financial statements in accordance with
International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board (APB).

KPMG are required to issue an opinion on whether the financial statements
present fairly, in accordance with applicable laws and regulations and the
Statement of Recommended Practice on Local Authority Accounting in the United
Kingdom 2008, the financial position of the Council as at 31 March 2009 and its
income and expenditure for the year.

KPMG are also required to review whether the Annual Government Statement
has been presented in accordance with relevant requirements, and to report if it
does not meet these requirements or if the Annual Government Statement is
misleading or inconsistent with our knowledge of the Council.

Value for money conclusion

The Code requires your appointed auditor to issue a conclusion on whether the
Council has put in place proper arrangements for securing economy, efficiency
and effectiveness in its use of resources. This is known as the value for money
conclusion. The Code also requires the auditor to have regard to a standard set
of relevant criteria, issued by the Audit Commission, in arriving at their
conclusion.

In meeting this responsibility, KPMG will review evidence that is relevant to the
Council’s corporate performance management and financial management
arrangements. Where relevant work has been undertaken by other regulators, for
example Communities and Local Government, we will normally place reliance on
their reported results to inform our work.

We will also follow up our work from previous years to assess progress in
implementing agreed recommendations.

Use of resources assessment 2007/08

The Use of Resources themes and KLOE are outlined below. The work required
to arrive at the use of resources assessment is fully aligned with that required to
arrive at the auditor’s value for money conclusion.

Lancaster City Council
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8 The appointed auditor will arrive at a score of 1 to 4, based on underlying key
lines of enquiry, for each of the following themes:

Table 6 Use of resources assessment criteria

Theme Description

Financial reporting e Preparation of financial statements
e External reporting

Financial management e Medium-term financial strategy
e Budget monitoring
e Asset management

Financial standing e Managing spending within available
resources
Internal control e Risk management

e System of internal control
e Probity and propriety
Value for money e Achieving value for money
e Managing and improving value for money

9 KPMG will report details of the scores and judgements made to the Council. The
scores will be accompanied, where appropriate, by recommendations for
improvement.

10 The auditor’s scores are reported to the Commission and are used as the basis
for its overall use of resources judgement for the purposes of CPA. The
timescales for the 2008 assessment are as follows:

e completion of work by audit team - July to mid October 2008;
e scores submitted for local quality control process - 24 October 2008;

e scores submitted for national quality control process (and sharing of
pre-national QC scores) - 14 November 2008;

e national QC finalises scores - 5 December 2008; and

e Audit Commission notification to Councils of Use of Resources score and five
theme scores - 8 December 2008.

Lancaster City Council
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Data quality

This plan covers the 2007/08 data quality work. This is based on a three-stage
approach covering:

e Stage 1 — management arrangements;
e Stage 2 — analytical review; and

e Stage 3 —risk-based data quality spot checks of a sample of performance
indicators.

Work will be focused on the 2007/08 overall arrangements for data quality,
particularly on the responsibility of the Council to manage the quality of its data,

The fee estimate reflects an assessment of risk in relation to the Council’'s data
guality arrangements and performance indicators. This risk assessment may
change depending on our assessment of your overall management arrangements
at stage 1 and we will update our plan accordingly, including any impact on the
fee.

Whole of government accounts

KPMG are required to review and report on your WGA consolidation pack in
accordance with the approach agreed with HM Treasury and the National Audit
Office.

National Fraud Initiative

The Council participates in the National Fraud Initiative, which is the Audit
Commission’s computerised data matching exercise designed to detect fraud
perpetrated against public bodies. This work will be carried out by an individual
appointed to assist in the audit of the Council’'s accounts (in accordance with
section 3(9) of the Audit Commission Act 1998).

Certification of grant claims and returns

KPMG will continue to certify the Council’s claims and returns on the following
basis:

e claims below £100,000 will not be subject to certification;

e claims between £100,000 and £500,000 will be subject to a reduced,
light-touch certification; and

e claims over £500,000 will be subject to a certification approach relevant to the
auditor’'s assessment of the control environment and management
preparation of claims. A robust control environment would lead to a reduced
certification approach for these claims.

Lancaster City Council
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Elector Challenge
17 The Audit Commission Act 1998 gives electors certain rights. These are:

e the right to inspect the accounts;
e the right to ask the auditor questions about the accounts; and
e the right to object to the accounts.

18 As a result of these rights, in particular the right to object to the accounts, we may
need to undertake additional work to form our decision on the elector's objection.
The additional work could range from a small piece of work where we interview
an officer and review evidence to form our decision, to a more detailed piece of
work, where we have to interview a range of officers, review significant amounts
of evidence and seek legal representations on the issues raised.

19 In making our decision on objections raised by electors, we can take the following
actions:

e issue a public interest report, which the Council has to consider and respond
to. Further to this there are also publicity requirements that councils must fulfil
if they receive a public interest report;

e issue an advisory notice. The effect of an advisory notice is that it is not lawful
for the Council or any officer to do what is set out in the advisory notice until,

- the Council has considered the consequence of doing it;

- the Council or officer has given the auditor the required notice in writing;
and

- that notice period has expired;

¢ make a statutory recommendation, which the Council must consider within
one month of receiving it at a meeting of the Council; and

e make an application to court that an item of account is contrary to law, which
if successful could result in an order for the accounts to be rectified and an
order for costs to be paid.

20 The costs incurred in responding to questions or objections raised by electors is
not part of the fee referred to in Appendix 2 and paragraph 9 of the main body of
this audit plan. This work will be charged on a grade related basis in accordance
with the Audit Commission's fee scales.

Lancaster City Council
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Appendix 2 — Basis for fee

The Audit Commission is committed to targeting its work where it will have the
greatest effect, based upon assessments of risk and performance. This means
planning our audit work to address areas of risk relevant to our audit
responsibilities and reflecting this in the audit fees. It also means making sure
that our work is coordinated with the work of other regulators, and that our work
helps you to improve.

Our risk assessment process starts with the identification of the significant
financial and operational risks applying at the Council with reference to:

e our cumulative knowledge of the Council;

e planning guidance issued by the Audit Commission;

e the specific results of previous and ongoing audit work;

e the Council's strategic risk register;

e interviews with Council officers;

e liaison with internal audit; and

e the results of other review agencies’ work where relevant.

Assumptions
In setting the fee, we have assumed that:

e the level of risk in relation to the audit of the financial statements is not
significantly different from that identified for 2007/08;

¢ you will inform us of significant developments impacting on our audit;
e internal audit meets the appropriate professional standards;

e you will identify and implement any changes required under the CIPFA SORP
within your 2008/09 financial statements;

e your financial statements will be made available for audit in line with the
timetable we agree with you;

e good quality working papers and records will be provided to support the
financial statements in line with the agreed timetable;

e requested information will be provided within agreed timescales;
e prompt responses will be provided to draft reports; and

e additional work will not be required to address questions or objections raised
by local government electors.

Where these assumptions are not met, we will be required to undertake additional
work which is likely to result in an increased audit fee. The fee for the audit of the
financial statements will be re-visited when we issue the opinion audit plan.

Lancaster City Council
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5 Changes to the plan will be agreed with you. These may be required if:

e new residual audit risks emerge;

e additional work is required by the Audit Commission, KPMG or other
regulators; or

e additional work is required as a result of changes in legislation, professional
standards or as a result of changes in financial reporting.

6 Below is a detailed breakdown of the audit and inspection fee for 2008/09.

7 The fee (plus VAT) will be charged in six equal instalments from September 2008
to February 20009.

Table 7 Detailed audit and inspection fee

Audit area Planned fee Planned fee Page
2008/09 (£) 2007/08 (£)

Audit

Financial statements 63,000 58,000 9

Use of resources: 42,000 37,000 17

e Risk-based reviews
e Use of resources assessment

Data quality 15,000 13,000 18
Whole of government accounts 2,500 2,000 19
National Fraud Initiative 1,500 1,000 19
Total KPMG audit fee 124,000 111,000

Inspection

Relationship management 2,986 2 870 12
Direction of travel report 2986 2870 12
Corporate assessment _ 13,360 12
inspection

Total inspection fee 5,972 19,100

Total audit and inspection fee 129,972 130,100

Certification of claims and 40,000 40,000 19

returns (estimate)

Lancaster City Council
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Appendix 4 — Independence and
objectivity

We are not aware of any relationships that may affect the independence and
objectivity of the KPMG audit staff, which we are required by auditing and ethical
standards to communicate to you.

We comply with the ethical standards issued by the APB and with the
Commission’s requirements in respect of independence and objectivity as
summarised below.

Auditors appointed by the Audit Commission are required to comply with the
Commission’s Code of Audit Practice and Standing Guidance for Auditors, which
defines the terms of my appointment. When auditing the financial statements
auditors are also required to comply with auditing standards and ethical
standards issued by the Auditing Practices Board (APB).

The main requirements of the Code of Audit Practice, Standing Guidance for
Auditors and the standards are summarised below.

International Standard on Auditing (UK and Ireland) 260 (Communication of audit
matters with those charged with governance) requires that the appointed auditor:

e discloses in writing all relationships that may bear on the auditor’s objectivity
and independence, the related safeguards put in place to protect against
these threats and the total amount of fee that the auditor has charged the
client; and

e confirms in writing that the APB’s ethical standards are complied with and
that, in the auditor’s professional judgement, they are independent and their
objectivity is not compromised.

The standard defines ‘those charged with governance’ as ‘those persons
entrusted with the supervision, control and direction of an entity’. In your case, the
appropriate addressee of communications from the auditor to those charged with
governance is the audit committee. The auditor reserves the right, however, to
communicate directly with the Council on matters which are considered to be of
sufficient importance.

The Commission’s Code of Audit Practice has an overriding general requirement
that appointed auditors carry out their work independently and objectively, and
ensure that they do not act in any way that might give rise to, or could reasonably
be perceived to give rise to, a conflict of interest. In particular, appointed auditors
and their staff should avoid entering into any official, professional or personal
relationships which may, or could reasonably be perceived to, cause them
inappropriately or unjustifiably to limit the scope, extent or rigour of their work or
impair the objectivity of their judgement.

Lancaster City Council
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8 The Standing Guidance for Auditors includes a number of specific rules. The key
rules relevant to this audit appointment are as follows:

e appointed auditors should not perform additional work for an audited body
(ie work over and above the minimum required to meet their statutory
responsibilities) if it would compromise their independence or might give rise
to a reasonable perception that their independence could be compromised.
Where the audited body invites the auditor to carry out risk-based work in a
particular area that cannot otherwise be justified as necessary to support the
auditor’s opinion and conclusions, it should be clearly differentiated within the
Audit and Inspection Plan as being ‘additional work’ and charged for
separately from the normal audit fee;

e auditors should not accept engagements that involve commenting on the
performance of other auditors appointed by the Commission on Commission
work without first consulting the Commission;

e the Appointed Auditor responsible for the audit should, in all but the most
exceptional circumstances, be changed at least once every five years;

e the Appointed Auditor and senior members of the audit team are prevented
from taking part in political activity on behalf of a political party, or special
interest group, whose activities relate directly to the functions of local
government or NHS bodies in general, or to a particular local government or
NHS body; and

e the Appointed Auditor and members of the audit team must abide by the
Commission’s policy on gifts, hospitality and entertainment.

Lancaster City Council
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Appendix 5 — Working together

Meetings

The audit team will maintain knowledge of your issues to inform our risk-based
audit through regular liaison with key officers.

The meetings will be organised by the Audit Commission and KPMG and our
proposal for this is as follows:

Table 8 Proposed meetings with officers

Council officers Audit Commission @ Timing Purpose

staff
Corporate Director Appointed Auditor Monthly General update plus:
(Finance and (AA) and Assistant e Audit and Inspection Plan;
Performance) and Manager (AM)
Head of Financial e Accounts progress; and
Services e Use of resources

developments.
Internal Audit Manager | AM Bi-monthly/ Update on audit progress and
Quarterly issues

Audit Committee AA or Senior Audit Quarterly Formal reporting of:

Manager or AM e Audit and Inspection Plan;

e Annual governance report;

e Annual Audit and
Inspection Letter; and

e other issues as appropriate.

Lancaster City Council
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Sustainability

3 The Audit Commission is committed to promoting sustainability in our working
practices and we will actively consider opportunities to reduce our impact on the
environment. This will include:

e reducing paper flow by encouraging you to submit documentation and
working papers electronically;

e use of video and telephone conferencing for meetings as appropriate;
e reducing travel; and
e other initiatives.

4 As KPMG we are also taking steps to improve our environmental performance.
Achievements to date include:

e all offices certified ISO14001, the leading international standard for
environmental management systems;

e our Responsible Consumption programme enables our people to actively
contribute to the firm being environmentally responsible;

e more than 40 percent of paper purchased is recycled paper;

e over 90 percent of the electricity used in buildings is now from renewable
sources; and

e some 1.8 million travel miles have been saved through car sharing schemes
and 1.5 million miles have been saved through audio and video conferencing.

Lancaster City Council
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AUDIT COMMITTEE

Statement of Accounts 2007/08
25 June 2008

Report of Head of Financial Services

PURPOSE OF REPORT

This report seeks Members’ approval of the draft Statement of Accounts for 2007/08 and
outlines the audit process for information.

This report is public.

RECOMMENDATIONS

Q) That the Committee considers the Accounts and any issues arising.

(2) That the draft Statement of Accounts for the financial year ended 31 March
2008 be approved, and that the Chairman signs and dates the Accounts
accordingly.

1 ACCOUNTS AND AUDIT REGULATIONS 2003 (AS AMENDED)

1.1 Each year Councils must make arrangements for the production, consideration,
approval, inspection and audit of their accounts. The Account and Audit Regulations
set out various requirements in relation to the process, and in recent years they have
been updated to provide for the following:

— Date of Approval
Previously Councils had to gain approval of their accounts by 30 September but
in recent years the deadline has been brought forward on a phased basis. The
deadline is now fixed at 30 June and this has applied since 2005/06.

— Signing of Accounts by Chairman
The intention behind this requirement is that the chairman’s signature should
represent the completion of the Council’'s approval process for its accounts.
The requirement for him to sign does not relate to the role of the chief financial
officer, as that officer alone is responsible for certifying that the statement of
accounts is a proper reflection of the Council’s financial position. Notwithstanding
this, the Committee is required to consider the accounts though it is recognised
that practically, it is very difficult for Members (and others) to comment and
challenge constructively, on what is a very complex document. To help with this,
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however, an informal briefing session for relevant Members is being organised,
prior to the formal Audit Committee meeting.

— Provision for Missing Deadline for Approval
Where an authority fails to approve its accounts by the 30 June deadline, e.g.
because of discrepancies, it must hold a further meeting within 20 days to re-
consider the accounts. If it still cannot approve the accounts then, it must publish
a statement as to the reasons why. It is envisaged that these provisions would
be used only in exceptional circumstances.

— Annual review and statement on internal control
This is the subject of an item elsewhere on the agenda, i.e. the Annual
Governance Statement.

— Publication of Accounts
The deadline for publication has also been brought forward in recent years, and
is now fixed at 30 September.

APPROVAL AND AUDIT OF ACCOUNTS PROCESS

Under the Constitution, this Committee has specific authority to approve the
Statement of Accounts. Subject to this approval being gained, the Chairman will be
asked to sign and date a copy of the accounts for the purpose outlined above.

At the time of writing this report, however, the draft accounts were still being finalised
and therefore copies will be circulated to Members as soon as they are completed.
Outline explanatory information on interpreting the accounts and the key issues
arising will be included in the ‘Foreword’ section, and Members may find this a useful
overview and starting point in their deliberations. It is also highlighted that in line with
changes to the latest Accounting Code of Practice, there have been some further
changes to the presentation of various elements of the accounts for 2007/08 and
these will be outlined at the briefing and the meeting.

Subsequent to the accounts being approved, KPMG, the Council’s External Auditors,
are due to commence the audit of accounts on Monday 21 July. The four week
public inspection period will commence on Wednesday 02 July, and the External
Auditor will be available to answer local electors’ questions relating to the accounts
on Thursday 31 July. In accordance with the Regulations, these dates are being
advertised in the local press and on the website.

If any significant issues or ‘non-trifling’ matters arise during the audit these will need
to be reported back for consideration by the Committee. In any event, the outcome
of the audit will be included within the External Auditor's Annual Audit and Inspection
Letter to the Authority, which will be reported to all Members in due course.

Once audited, the Statement of Accounts will be published by 30 September.
Summary accounts and information will also be made available as appropriate,
through other existing Council publications and the website.

Details of Consultation

No other consultation, other than the Member briefing and the public inspection
period as referred to above.
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4 Options and Options Analysis (including risk assessment)

Members could consider and approve the accounts as set out, which would meet the
statutory deadline, and they could also request further information or make
supporting recommendations. As the approval process represents, in the main, an
acknowledgement that the draft accounts have been completed, there are no
substantive alternative options put forward. If, however, Members have significant
concerns or issues, e.g. where major discrepancies seem apparent, and they do not
feel in a position to approve the accounts, then the provisions for failing to meet the
statutory deadline are outlined above. It is reiterated, however, that these provisions
are designed to deal with exceptional circumstances, rather than being the norm.

5 Conclusion

5.1 The approval of the Accounts by the Committee would ensure that the statutory
deadline is met. This represents a significant achievement by all those involved in
the process.

CONCLUSION OF IMPACT ASSESSMENT
(including Diversity, Human Rights, Community Safety, Sustainability and Rural
Proofing)

No implications directly arising.

FINANCIAL IMPLICATIONS

The Statement reflects the 2007/08 provisional outturn position, which is to be reported in
more detail to Cabinet at the end of July. Any further implications arising for current and
future years are currently being assessed and will feed through into this year's corporate
financial monitoring and/or the review of the Medium Term Financial Strategy and Capital
Investment Strategy.

DEPUTY SECTION 151 OFFICER’S COMMENTS

This report was prepared by the s151 officer as part of her responsibilities. Clearly the
subject of the report is subject to external audit, the outcome of which will also be reported to
Members.

LEGAL IMPLICATIONS
Legal Services have been consulted and have no comments to add.

MONITORING OFFICER’'S COMMENTS
The Monitoring Officer has been consulted and has no comments to add.

BACKGROUND PAPERS Contact Officer: Nadine Muschamp
Accounting and Audit Regulations 2003, as J| Telephone: 01524 582117
amended. E-mail: nmuschamp@lancaster.gov.ukRef:
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AUDIT COMMITTEE

Risk Management
25 June 2008

Report of Head of Financial Services

PURPOSE OF REPORT

To seek Audit Committee’s approval of the revised Risk Management Strategy, to
provide assurance that the risks relating to Member Decision Making and Luneside
East are being actively managed, and to recognise the work that needs to be done to
satisfy the Audit Commission’s Key Lines of Enquiry (KLOEs) for Use of Resources

2008/09.

This report is public.

RECOMMENDATIONS

1. That the revised Risk Management Strategy be approved.

2. That the Committee notes the risk position and the actions taken regarding:
- claims relating to the basis on which planning permission is refused, and
- the Luneside East developments
and considers whether it wishes any further information or actions to be
considered, in order to provide reasonable assurance regarding the future
management of these risks.

3. That the Committee recognises the work that needs to be done to satisfy the

Audit Commission’s Key Lines of Enquiry (KLOEs) for Use of Resources
2008/09.
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INTRODUCTION

Through the governance framework, the Council has committed to ensuring that risk
management plays an integral part in the sound governance of the Council, to
support the achievement of its aims and objectives as set out in the Corporate Plan.

The Council’'s arrangements for managing risk are set out in its associated Policy and
Strategy documents. These were last updated in May 2007 and were formally
approved by Audit Committee at its meeting on 27 June 2007.

Since the last revision, a number of areas have been identified as being in need of
updating.

The Use of Resources assessment undertaken by the Audit Commission, and the
recent internal audit report on risk management, highlight the importance of regularly
updating the Risk Management Policy and Strategy.

PROPOSED CHANGES TO RISK MANAGEMENT STRATEGY
The strategy is attached, highlighting the main alterations as follows;

The responsibility for the Head of Financial Services relating to Audit Committee now
reads ‘To provide a report on the effectiveness of the risk management strategy, on
an exceptions basis. Reports would cover major changes in high impact risks and/or
areas where remedial action is required.” This is to reflect the fact that Audit
Committee’s role is to review assurances that corporate business risks are being
effectively managed, and to monitor and review the effective management of risk by
officers.

The responsibilities of Internal Audit now read ‘To develop and deliver a risk based
audit plan designed to provide assurance to management and the Audit Committee
on the effectiveness of risk management arrangements within the Council’ and ‘to
provide an annual opinion and assurance statement on the effectiveness of the
Council’'s risk management, internal control and corporate governance
arrangements’. This is to bring Internal Audit's responsibilities in line with those as
set out in their Charter and supporting plans.

KEY RISK ISSUES ARISING

There have recently been two major insurance claims made under the Officials’
Indemnity policy. One relates to the alleged incorrect granting of planning permission
and is still under investigation. The other related to a planning appeal but insurers
refused to indemnify the Council due to there being no actual “error”. The basic
circumstances giving rise to the appeal were that Members refused to grant planning
permission despite Officers’ Recommendations that they should allow it. In the
absence of indemnity from the insurers, the Council was still duty bound to pay an
award of costs of £78k to the appellant. This incident highlighted that Members’
decisions not to follow Officer advice could be a major risk to the Council; depending
on the basis of the decisions reached, the impact being significant financial loss and/
or reputational damage to the Council.

As a result of this, the Head of Planning Services presented a report to Planning and
Highway Regulatory Committee on 12 November 2007 advising Members of the
consequences of such decisions and the grounds upon which they fall liable for
costs. The report explained that refusing planning permission against Officer advice
is not in itself unreasonable behaviour, indeed without the freedom to do so, the
democratic element of decision making within local government could not function
and all planning decisions would have to be delegated to Officers. In exercising their
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freedom, however, Members need to be very careful that they can base their
decisions on sound planning grounds which can be defended at appeal.

In order to help mitigate the risk of this happening again, members of Planning
Committee have now been supplied with a copy of an extract from Circular 8/93
“Costs in Planning and other Proceedings” and advised that the extract be kept
safely with the Constitution and Planning Protocol for future reference when required.
This is in addition to the compulsory training that all members of Planning Committee
and their subs receive before they are able to sit on the Committee.

The Risk and Insurance Manager has discussed the matter with Planning Services
and is satisfied with the arrangements in place, but the Audit Committee is requested
to consider the above, and determine whether it wishes any further action or
information to be provided, in order to support these assurances. Members will note
also that a further item on this agenda relates to membership of Planning and
Cabinet, which is in response to perceived risks raised by a Member.

LUNESIDE EAST REGENERATION

There are two distinct high risk issues relating to the Luneside East regeneration
project, both of which have been subjected to robust risk management
considerations. They relate to Housing Developer withdrawal and Land Tribunal

claims;

e Housing Developer withdrawal

The first issue has arisen as a result of the housing developer withdrawing
from the development project due to market reasons. This has left the
Council exposed to a number of risks and important decisions needs to be
made regarding the future of the development.

Until the Council disposes of the site, it is responsible for site management
and security and all the costs associated with this. This is a continuing liability
for the Council and a major financial risk. There is also the major strategic
risk that, until a beneficial development of the site is achieved, the Council will
deliver no regeneration benefits from its investment to date. Also, the site in
its present eyesore condition will continue to be a drag on investment into the
wider Luneside area. From a reputation point of view, any project failure will
impact against the Council's credibility as perceived by its funders, other
partners and the local community.

Planning Services recognised that there were several options that the Council
could follow, each with its own distinct risks and opportunities. They were
aware that a rigorous options analysis would enable informed decision
making and that the Council would want to mitigate what are serious risks and
maximise value in the round. As such, a full risk identification exercise was
undertaken for each identified option, and this is being kept up to date for any
further developments. Each of the risks has been evaluated and scored and
mitigating actions identified where appropriate. Having done this alongside a
financial implications exercise, it became clear that one of the options
identified so far, appeared far more favourable than the others. These
findings and any more recent developments will be reported to Cabinet and/
or full Council, as appropriate. An item is now included in the Forward Plan
for the Cabinet meeting on 29 July. Attention is also drawn to the references
to Luneside East in the draft Statement of Accounts, included elsewhere on
this agenda.
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e Land Tribunal claims

The Council has successfully completed its land assembly for the Luneside
East project, which is a corporate priority. This involved both the negotiated
acquisition of land, compulsory purchase proceedings and the
decommissioning and removal of an operational gasholder.

When land is compulsorily acquired, matters of compensation are often not
settled until quite some time after, as the compulsory purchase does not
concern matters of value. It is up to the acquiring authority (in this case, the
Council) to seek to agree settlements with the claimants affected.

As was anticipated with the Luneside East project, negotiations for some
acquisitions have been very protracted and several are still outstanding,
including two for which substantial claims are now likely to go before the Land
Tribunal. This means that the Tribunal considers the valuation arguments
presented by both parties and then decides on a binding settlement figure.

Planning Services are aware that this poses a significant financial risk to the
Council and so produced a detailed report to Cabinet (3 June 2008), outlining
the risks/ issues arising and how they can be mitigated. They explained in
detail how these compensation claims are serious and, if substantiated at
Lands Tribunal, will impact very substantially upon the Council’s finances.

Given the above, it is felt that Audit Committee can take assurance that effective risk
management procedures have been undertaken in relation to both of these Luneside
East issues, and that decision making will be/ has been based on a sound
awareness of opportunities and risk. Again, however, the Committee is asked to
indicate whether it requires any further information in support of that assurance.

AUDIT COMMISSION'S KEY LINES OF ENQUIRY (KLOES)

The Audit Commission is an independent body responsible amongst other things for
ensuring that public money is spent economically, efficiently and effectively, to
achieve high-quality local services. Each year, the Audit Commission publishes
scored judgements about value for money in the use of resources in respect of local
authorities, fire and rescue authorities, police authorities and primary care trusts
(PCTs). The use of resources assessment forms part of CAA from 2009 and will also
feed into other relevant performance assessment frameworks, as appropriate.

The use of resources assessment considers how well organisations are managing
and using their resources to deliver value for money and better and sustainable
outcomes for local people. It is structured into three themes that focus on the
importance of sound & strategic financial management, strategic commissioning &
good governance, and the effective management of natural resources, assets &
people.

The scores for each theme are based upon the scores reached by auditors on the
underlying KLOE. These KLOE are generic and applicable equally to all
organisations subject to use of resources judgements under CAA. This promotes
consistency and demonstrates that all organisations within a CAA area are being
treated in exactly the same way and to the same standards.

From 2008/09, the KLOE are more broadly based than previously and embrace wider
resource issues such as people and workforce planning, and the use of natural
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resources. The KLOE focus more on value for money achievements, outputs and
outcomes rather than on processes, and are more strategic and less detailed.

5.5 Risk Management is featured in the second theme entitled ‘Governing the business’.
The new KLOE (reference 2.4) states ‘Does the organisation manage its risks and
maintain a sound system of internal control? ’ Its focus will be based on the following
areas;

o Effective risk management which covers partnership working;

o Clear strategy and effective arrangements, including allocation of appropriate
resources, to manage the risk of fraud and corruption;

e Sound system of internal control including internal audit.

5.6 The details of these KLOEs have not yet been published but a close eye will be kept

on developments in this area, in order that future Risk Management improvements
can be tailored in the most effective and appropriate ways.

CONCLUSION OF IMPACT ASSESSMENT
(including Diversity, Human Rights, Community Safety, Sustainability and Rural
Proofing)

None directly arising from this report.

FINANCIAL IMPLICATIONS

No implications arising directly from this report.

DEPUTY SECTION 151 OFFICER’'S COMMENTS
The deputy s151 officer has been consulted and has no further comments.

LEGAL IMPLICATIONS
Legal Services have been involved in considering the exposure to risk in relation to Luneside
East and have agreed the approach being considered by Cabinet.

MONITORING OFFICER'S COMMENTS

The Deputy Monitoring Officer has been consulted and has no comments to add

BACKGROUND PAPERS Contact Officer: Lynne Armistead
Risk Management Policy and Strategy Telephone: 01524 582141

Audit Committee Terms of Reference (The

Constitution) E-mail: larmistead @lancaster.gov.uk

Ref:
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FUESY  2iSK MANAGEMENT STRATEGY

CITY COUNCIL

Promoting City, Coast & Counitryside

Introduction

Risk management is a key task for managers in every organisation. Identifying and evaluating
the consequences of policies or actions is not always referred to as risk management.
However, failure to pay proper attention to the likelihood and consequences of risks can cause
serious problems. Financial costs, service disruption, bad publicity, threats to public health or
claims for compensation are among the most obvious. The effective management of risk is
therefore critical to the Council’s achievement of its priorities, efficient service delivery and
maintaining high standards of Corporate Governance.

A systematic assessment of risk needs to be undertaken as an integral part of the Council's:

Strategic planning

Business planning

Financial planning

Performance management

Policy making/ review

Decision making

Project management

Partnerships’ governance

Operational activities (including Business Continuity Planning)

This strategy is drawn up in order to ensure that areas of high risk are identified, appropriate
remedial action is considered and where appropriate, financial provision is made to implement
risk reduction measures.

Definition

Risk management is the process of identifying, evaluating and taking appropriate actions to
minimise the hazards, reduce the risks, and maximise the opportunities presented by the
Council's activities in providing Community Leadership and public services.

Itis not an end in itself. Rather, risk management is a key everyday management task aimed
at minimising the costs and disruption caused by undesirable events and maximising the
benefit from opportunities. The objective is to reduce the frequency of risk events occurring
(wherever this is possible) and minimise the severity of their consequences if they do occur.
Even when the likelihood of an event occurring (such as a severe storm) cannot be controlled,
steps can be taken to minimise the consequences (for example, by having an effective and
robust Emergency Plan and Business Continuity Plan in place).

Version 2.01 1



Page 38

23 May 2008

Objectives

The key objectives of the risk management strategy, in relation to the Council's aims and
objectives, are:

a) To minimise the costs, disruption to services and harm to the reputation of the Council,
b) To embed risk management into the culture and operations of the Council;

c) To ensure adequate risk management arrangements exist within the Council’s key
partnerships;

d) To support sustainable improvements in service and the achievement of Value for Money;

e) To encourage innovation and improvement through decision-making that is based on a
sound awareness of opportunities and risks;

f) To anticipate and respond to changing social, environmental and legislative requirements
and standards of governance;

These objectives will be achieved by:

a) Employing a corporate approach to proactive risk management in accordance with shared
best practice;

b) Ensuring that officers and elected Members have clear accountability for the ownership,
control and cost of risk and the tools to manage them effectively;

c) Adopting a systematic approach to risk management as an integral element of strategic
planning, business planning, financial planning and performance management;

d) Adopting a systematic approach to the identification and management of operational risks
and Business Continuity Planning;

e) Providing effective training and guidance in risk management practices to enable staff to
take responsibility for risk within their own working environment;

f) Ensuring that reports to support strategic policy decisions and other member decision
related documents include a risk assessment that evaluates both threats and opportunities;

g) Ensuring that all project initiation documents include a risk assessment that evaluates both
threats and opportunities.

h) Ensuring that the risk management process specifically identifies risks in relation to
partnerships and provides for assurances to be obtained about the management of those
risks;

Version 2.01 2
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Risk Management Processes
The Council’'s Risk Management approach will involve the following 4 processes:
1. Identification of risk and opportunities.

A systematic approach needs to be applied if all strategic and operational risks are to be
identified and managed. By identifying areas of risk before an event or loss occurs, steps can
be taken to prevent the event occurring and/or minimising the cost to the authority. Reacting to
events only after they have occurred can be a costly method of risk identification.

Similarly, opportunities need to be identified and managed in order that their potential benefits
can be maximised.

2. Analysis of risk

Having identified areas of potential risk and opportunity, they need to be systematically and
accurately assessed. The process requires managers to make:

e An assessment of the likelihood of an event occurring

e An assessment of the impact should such an event occur or an opportunity be realised.
3. Treatment of risk

It is acknowledged that risk cannot be eliminated completely. Risk treatment is the process of
taking economic action to minimise the likelihood of the risk event occurring and/or reduce the
severity of the impact should it occur. The agreed controls designed to mitigate the identified
risk will be recorded in the risk records (either the risk register, project risk logs or within
Business Continuity Plans) together with the name of the officer responsible for implementing
each control and the deadline date for completion.

There are six options or combinations of options for treating risk:
a) Contingency

Where a risk cannot be entirely avoided, contingency arrangements should be in place to
ensure that any impact, for example to service delivery or to reputation, is kept to a
minimum.

b) Accept

Having identified and evaluated a risk, a decision may be made to accept the risk without
taking any mitigating action. This would usually be in instances where the likelihood and/or
impact are so small that implementing risk treatment actions would not be cost-effective, or
where the risk relates to a course of action that is a key priority for the Council.

c) Reduce

Risk reduction relates to the implementation of cost-effective measures (risk treatment
actions) that will help minimise the likelihood of an event occurring or limit the impact of the
risk should it occur.

Version 2.01 3
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d) Prevent

In certain circumstances, it may be possible and cost-effective to implement risk treatment
actions that will prevent an event occurring in the first place. An extreme form of
prevention could be ceasing to carry out an activity that involves the risk in question. For
example the temporary laying down of unsafe cemetery headstones, whilst controversial in
some areas, effectively removed the potential risk of injury to members of the public.

e) Exploit

Opportunity is often regarded as the “flip-side” to risk. Where opportunities arise, the
likelihood of them being realised and their potential contribution to the Council need to be
evaluated. If a case can be made that pursuing an opportunity will be cost-effective and
benefit the Council’'s objectives, it should normally be exploited. The failure to fully exploit
realistic opportunities presents a particular type of strategic risk.

f) Transfer

Risk transfer involves transferring liability for the consequences of an event to another
body. This can occur in a number of forms. Firstly, legal liability may be transferred to an
alternative provider under contractual arrangements for service delivery. Secondly, liability
may be transferred to a partner under agreed partnership terms. Finally, transferring some
or all of the financial risk to external insurance companies may reduce the costs associated
with a damaging event.

Monitoring and review of risk

The risk management process does not finish when the risk treatment actions have been
identified. There must be monitoring and review of:

e The implementation of the agreed risk treatment actions

o The effectiveness of the actions in controlling risks

e How risks have changed over time and the emergence of new risks and opportunities
Funding

Through the Business Planning process, there is an opportunity for service managers to make
funding requests based on risk and opportunities. The embedding of risk management in the
corporate planning and budgeting process will help ensure that scarce resources are directed
to areas of highest priority in a systematic and transparent manner.

Funding requests that arise at short notice, such as for managing new/ emerging risks, can be
referred to the Risk Management Steering Group for consideration of funds being provided
from the Risk Management Reserve. This reserve provides the opportunity to apply for
financial support and creates an incentive for loss control, without adversely affecting service
area budgets.

In addition to these funding sources, the Financial Regulations allows for emergency requests
for funding.

Version 2.01 4
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Corporate Risk Management Steering Group

The establishment of an effective corporate risk management steering group is seen as
essential to the effectiveness of the risk management process.

Membership of the group is sufficiently senior within the organisation to ensure that risk
management receives appropriate attention. To give authority to the group and facilitate real
and effective work, the group is chaired by the Head of Financial Services and will report to
Performance Management Group as appropriate.

Version 2.01 5
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Responsibilities
The following have responsibilities for risk management:

Elected Members:

Cabinet

e Through Performance Review Team (PRT) activity reports, to analyse and review high
level strategic risks relating to portfolio holders’ individual areas of responsibility and for the
leader to review the Council’'s overall Risk Management position.

e To demonstrate and promote a risk management culture through Cabinet's activities and
decision making.

e To develop / propose priorities based on robust risk analysis in accordance with the Budget
and Policy Framework timetable including receiving the full Strategic Risk Register annually
As well as risk analysis on individual budget proposals.

Audit Committee

The Audit Committee’s Terms of Reference include ‘To monitor the effective development and
operation of risk management and corporate governance in the Council’ per minutes of Council
18 April 2007.

This will entail:

e To agree the strategy, policy and processes for risk management and to review their
effectiveness as a contribution towards providing assurance on the Council’s standards of
Corporate Governance.

e To monitor and review the effective management of risk by officers.
e To receive reports on the effectiveness of, the Risk Management strategy and to review
assurances that corporate business risks are being actively managed.

e To report to full Council annually on the Committee’'s work and performance during the
year, including the results of its consideration of Risk Management arrangements.

e To appoint the Chairman of the Audit Committee as the Council’'s Member Champion for
Risk Management

Overview and Scrutiny
e To consider risk management issues in the development of policy and analysis of possible
options.

Budget and Performance Panel

e Through Performance Review Team (PRT) reports and Corporate Financial Monitoring, to
consider risk management issues in reviewing and scrutinising performance.

Version 2.01 6
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Officers:
The Chief Executive
e To ensure that risk is managed effectively through the development and implementation of

an all encompassing corporate strategy.

e To ensure that elected Members are appropriately advised on risk management matters.

The Corporate Director (Finance and Performance)

e To act as the Council’'s Officer Risk Management Champion with responsibility for liaising
between the Corporate Management Team and the Risk Management Steering Group.

e To ensure the Risk Management Policy and Strategy are effective in supporting high
standards of corporate governance.

Performance Management Group

e To ensure that managers implement and have regard to the Risk Management policy and
strategy.

e To promote and co-ordinate risk management activity within their Service areas.

e To receive quarterly exception reports on strategic and other high impact risks and on risk
treatment action progress (via Corporate Financial Monitoring).

The Head of Financial Services:
e To Chair the Risk Management Steering Group.

e To advise on the development and implementation of the risk management strategy, both
through the Risk Management Steering Group and in the wider corporate context.

e To ensure that an effective system of internal audit is carried out for the authority.
e To oversee the monitoring and control of the risk management reserve.

e To provide a report on the effectiveness of the risk management strategy on an exceptions
basis. Reports would cover major changes in high impact risks and/or areas where
remedial action is required.

e To provide quarterly exception reports to Performance Management Group. Reports will be
via Corporate Financial Monitoring and will cover strategic and other high impact risks as
well as progress on risk treatment actions.

Risk Management Steering Group

e To effectively develop, implement and review the risk management strategy on a corporate
basis.

e To co-ordinate loss control activities and in the process identify trends and priorities.

Version 2.01 7
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To advise on the use of the risk management reserve to support funding necessary for
projects, activities and initiatives.

To evaluate new approaches on risk management and the extent to which they would be
helpful to the authority and its services.

To advise on the development of loss prevention practices as a normal part of
management.

To support the provision of staff training in risk management.

To provide for information sharing and mutual support links with other groups at regional
and national level.

To promote good risk management practice throughout the authority by co-operation and
liaison with managers and employees and relevant external agencies.

To report to Performance Management Group on an exception basis, should the need
arise.

Risk and Insurance Manager

To consult regularly with service managers concerning risk issues, providing advice as
appropriate.

To assist in the promotion of good risk management practice throughout the authority
through co-operation and liaison with managers, other employees and relevant external
agencies.

To undertake, where necessary, incident investigations.

To support the provision of staff training in, and raise the level of, risk management
throughout the authority.

To act as lead support officer for the Risk Management Steering Group.

To ensure that appropriate insurance cover is in place and that a register of claims is
maintained.

To present insurance claims summary reports to service managers and to the Risk
Management Steering Group.

To prepare reports to Performance Management Group and the Audit Committee on behalf
of the Risk Management Steering Group / Head of Financial Services.

Heads of Service

To identify and evaluate risks and opportunities facing their service areas and to take
appropriate management action.

To ensure that risk management issues are appropriately considered and recorded when
developing Service Business Plans and to ensure that risk registers are kept up-to-date.

To ensure that risk is managed effectively in each service area within the agreed corporate
strategy and that risk treatment actions are implemented.

To highlight significant ongoing or emerging risks, on an exception basis, through quarterly
Performance Review Team reports.

Version 2.01 8
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e To ensure that the control environment relating to systems operated within service areas
are secure and that agreed actions resulting from Internal Audit reviews are implemented.

e To ensure effective communication within their service area of the risk management
strategy.

Employees

e To manage risk effectively in their job and report opportunities / risks to their service
managers.

e To undertake their job within risk management guidelines.

Internal Audit

e To develop and deliver a risk based audit plan designed to provide assurance to
management and the Audit Committee on the effectiveness of risk management
arrangements within the Council.

e Based on the above, to provide an annual opinion and assurance statement on the
effectiveness of the Council’s risk management, internal control and corporate governance
arrangements..

e To promote and support the development of the Council's risk management processes.

Version 2.01 9
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AUDIT COMMITTEE

Constitutional Amendment — Restriction on Cabinet
Members as Members of the Planning and Highways
Regulatory Committee

Report of the Chief Executive
25" June 2008

PURPOSE OF REPORT

To consider whether in the future Cabinet Members should no longer be permitted to take
part in the consideration of planning applications as members of the Planning and Highways

Regulatory Committee.

This report is public

1.0 RECOMMENDATION

That Audit Committee consider the matter of whether or not Cabinet Members
should no longer be permitted to take part in the consideration of planning
applications as members of the Planning and Highways Regulatory Committee.

2.0 Introduction

2.1 A report has been requested by a Member on a possible change to the Council's
Constitution to prevent Elected Members being on both Cabinet and the Planning
Committee.

3.0 Background

3.1 Members will be aware that as a matter of law, planning decisions are a non-
executive function and must be dealt with by a Committee of Council and not by
Cabinet. However, there is nothing in the legislation to prevent members of Cabinet
being members of the Planning and Highways Regulatory Committee (Planning
Committee). Guidance for Members on dealing with planning matters is set out in the
Council’'s Protocol on Planning, and the relevant parts are summarised below.

3.2 There is a need for Members to take particular care in determining planning
applications at the Planning Committee not only to declare any interest they may
have in accordance with the Code of Conduct and to withdraw from the meeting
appropriately, but also to ensure that they do not allow there to be any perception of
‘Predetermination’.

3.3 “Predetermination” is where a Member closes their mind to the merits of any
arguments relating to a particular application, and makes a decision without taking
them into account.
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3.5

3.6

3.7

3.8
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Both sides, applicant and objector, should have an opportunity to put their view
forward and the decision making body must consider both sides before coming to its
decision. The Member's mind should not be closed until the final decision is made. A
Member's mind will be closed if they have already come to a decision on an
application prior to entering the Council Chamber. This is predetermination. A
decision will be open to challenge if a Member appears to have already decided how
they will vote at the meeting so that nothing will change their mind. This impression
can be created in a number of different ways such as quotes given in the press, and
what they have said at meetings or written in correspondence.

It is important also that party politics do not play a part in the determination of
planning applications and each decision should be made on its own merits, within the
Development Plan framework, supported by legislation, government advice and other
Council land use policies. Therefore each decision has to be made on the
information put before the Committee and should take into account the development
plan, the impact of the individual development and any individual site characteristics —
not party politics.

As a Member of the Planning Committee the time for decision making is after the
Members have heard all relevant considerations i.e. after the application has been
presented to the Members in the Committee meeting and when the presentation of
the application is completed. Therefore, a decision should not be made before the
agenda is sent out, at a site visit or immediately before the meeting begins. If a
Member has made their mind up before the application is fully presented then this
renders the decision open to challenge. This would be on the basis that the
application was predetermined, was not considered fairly and that the Member's
conduct showed bias. To predetermine an application flies in the face of the principle
of the rule ‘to hear both sides’.

Where the Council is the applicant or the landowner, and a Member is both a
Member of the Planning Committee and also a Cabinet Member with ongoing land-
owning responsibilities, it is arguable that the issue of predetermination may arise as
a result of the Member’s perceived proximity to the proposal through discussions in
Cabinet. There is a risk that even an apparently genuine consideration of the
planning application by such a Member may be perceived as a sham. In the event of
such a Cabinet Member choosing to participate in the Planning Committee decision,
and in order to avoid the possibility of a real risk of a perceived closed mind, the
Member should be able to demonstrate that they have approached their dealings with
the proposal with particular scrupulousness, and should spell out at the outset of any
debate at Planning Committee that, notwithstanding their Cabinet role,
responsibilities and other decisions in Cabinet, here only planning functions are
exercised and planning considerations relevant. They should also make it clear that
they approach the application debate with a wholly open mind and a preparedness to
be persuaded either way.

However, the simple fact that a Member has been involved in a decision to promote
the development of land in the public interest, does not necessarily prevent them
from making decisions on the matters of detail. Members approving specific land use
allocations in a Local Development Framework for example, would not be prevented
from deciding subsequent planning applications. They would be expected to use
their decision making abilities to ensure that schemes conform with the requirements
of the Framework.
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Advice has in the past been given to Planning Committee members who are also
members of Cabinet, to prevent problems arising where development proposals have
been the subject of Cabinet decisions, resulting eventually in the submission of a
planning application by the developer.

The Council’'s Constitution could be amended to state that Cabinet Members may not
also be Members of the Planning Committee.

Options and Options Analysis (including risk assessment)

Option 1 — to amend the Council’'s Constitution to state that Cabinet Members may
not also be Members of the Planning Committee. In accordance with Article 15 of
the Constitution this will require a recommendation from this Committee to full
Council. Should Council adopt this amendment it will then be necessary for a number
of Members to be replaced as members or substitutes on Planning Committee or to
resign as Cabinet Members.

Option 2 — to take no action with regard to amending the Constitution and continue to
rely on the individual member to ensure that they either withdraw from the
determination of planning applications where Cabinet has been involved in the
development process or take steps to make it clear that they are approaching the
application debate with an open mind.

Conclusion

Audit Committee is requested to consider whether it would be preferable to impose a
restriction on Cabinet Members taking part in the determination of planning
applications in order to avoid any situations where there might be a perception of
predetermination or bias.

RELATIONSHIP TO POLICY FRAMEWORK

None

CONCLUSION OF IMPACT ASSESSMENT
(including Diversity, Human Rights, Community Safety, Sustainability and Rural
Proofing)

None

FINANCIAL IMPLICATIONS

There are no direct financial implications as a result of this report.

SECTION 151 OFFICER’S COMMENTS

The Section 151 Officer has been consulted and has no comments to add.

LEGAL IMPLICATIONS

The Council’'s Constitution provides for amendments to the Membership and Terms of
Reference of Committees to be recommended to full Council. Legal Services have been
consulted and have no further comments.
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MONITORING OFFICER'S COMMENTS

The Monitoring Officer has been consulted and has no further comments.

BACKGROUND PAPERS Contact Officer: Gillian Noall
Telephone: 01524 582060

Protocol on Planning (Part 7, Section 5 of the || E-mail: gnoall@lancaster.gov.uk
Council's Constitution)
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Audit Committee

Results of Internal Audit Work
25" June 2008

Report of Internal Audit Manager

PURPOSE OF REPORT

To inform the Committee of the results of Internal Audit work for the period.

This report is public

RECOMMENDATIONS

Q) That the report is noted.
1.0 Introduction
1.1 Part of the Audit Committee's terms of reference is:

"To receive and review the findings of both Internal and External Audit examinations
and to ensure that management takes appropriate action to implement agreed
recommendations and to remedy any internal accounting, organisational or
operational control weaknesses identified." (Constitution part 3, section 7, § 10)

2.0 Results of Internal Audit Work to 06 June 2008

2.1 This report covers audit work and reports issued since the last report to Committee
on 23" April 2008. Summary reports are issued to Members for consideration and
are also posted on the Council’s Intranet.

2.2 If there are any specific questions about a report, or more detailed information is
required, it would be helpful if Members could contact the Internal Audit Manager on
telephone number 582028 or email dwhiteway@Ilancaster.gov.uk prior to the
meeting.

2.3 The ‘Headline Messages’ arising from all audit reports since the April 2008 meeting
are attached to this report as Appendix A, with the reports listed below. The list
gives the assurance opinion issued for the area audited under the revised reporting
processes.
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Report Date

New Audit Reports

07/0678
06/0660

07/0717

07/0708

07/0688

07/0682
07/0697
07/0711
07/0704

Insurances 10/04/08
Housing Rents (Debit Control) 28/04/08
Income Management (Cultural Service

Follow-Up Reviews

06/0655
06/0680
06/0631
06/0677
06/0657

Webstaff Payments) 15/04/08
Inco_me Management (Housing Rents Direct 30/04/08
Debit Payments)

Income Tax and National Insurance

(Expenses and Benefits) 12/05/08
Vehicles 09/05/08
Performance Management 2007/08 19/05/08
Sundry Debtors 2007/08 06/06/08
Partnership Arrangements 2007/08 06/06/08
Housing Benefits and Council Tax Benefits 15/04/08
Housing Benefits (Accounting and Subsidy) 24/04/08
Housing Repairs and Maintenance 29/04/08
Cemeteries 30/04/08
Environmental Protection 08/05/08

3.0 Matters Arising from Audit Reviews

Reasonable
Limited

Limited

Limited

Minimal

Limited
Limited
Reasonable
Limited

Reasonable
Reasonable
Reasonable
Reasonable
Reasonable

Assurance Level

~Sa Nl ol -l

SNNANANS

3.1 Members attention is drawn to the audits where a “minimal” and “limited assurance”
opinion was issued:

Housing Rents (Debit Control) (06/06660)

Risks for which a reasonable level of assurance could not be given include those
relating to:

@)

Arrangements to ensure that the correct rent is charged through an accurate, up-
to-date and regularly reconciled Housing Rents system (Anite) and asset

registers

Authorisation and checking arrangements to ensure that amendments to rent

debits are legitimate and accurate

Exception reporting to management on transactions outside the specified

parameters set within the Housing Rents system

Reconciliation of the Housing Net Debit to General Ledger and the accounting for

rent voids.

Seven actions have been agreed with management, the majority of which are due to
be implemented by 30 June 2008.
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Income Management (Cultural Service Webstaff Payments) (07/0717)

Webstaff is the Council's system for processing card payments for customers
wishing to make a payment over the telephone. A limited assurance has given on
the basis that arrangements need to be strengthened to ensure that the processing
of card payments is compliant with the Data Protection Act and data security
standards, and that Webstaff transactions reconcile to the General Ledger.

Four actions have been agreed for early implementation.
Income Management (Housing Rents Direct Debit Payments) (07/0708)

Risk for which a reasonable level of assurance could not be given were in relation to
the manual arrangements in place for the management, data security and
reconciliation of Housing Rent Direct Debit Payments. These are to be addressed
through the implementation of the Council’'s Electronic Document Management
system which is now in place and operation of the automated direct debit module
within the Housing Rents system (Anite) which is due to be implemented by the end
of October 2008.

Income Tax and National Insurance (Expenses and Benefits) (07/0688)

A "mimimal” level of assurance was given on the basis that no officer has overall
responsibility for the Council’'s tax affairs meaning that there is limited scope to
ensure compliance with legislation and the proper application of appropriate
dispensations.

The audit notes that Expenses and Benefits represents, in financial terms, a
relatively small element of the Council’s overall tax and NI responsibilities and that
the timing of the audit coincided with a period of staffing change within Financial
Services. The latter has since been resolved through the appointment of an
Exchequer Services Manager who will be responsible for reviewing and managing
arrangements in future.

In total thirteen actions have been agreed with management (the most significant of
which revolve around the appointment of an Exchequer Services Manager), all of
which should be implemented by 31% March 2009.

Vehicles (07/0682)

Risks for which a reasonable level of assurance could not be given centred on the
need to:

o Strengthen arrangements to ensure the most effective, efficient and economic
use of the Council's vehicle fleet maintenance, specifically the daily inspection
regime and the establishment of a service/inspection schedule

o Introduce an effective vehicle replacement policy; improve analysis of repairs
and maintenance data and have better performance management arrangements
in place

o Improve arrangements for reporting and recording accidents involving Council
vehicles

o Develop a consistent approach to the use of pooled vehicles

There were a total of nineteen agreed actions, all of which were due to be
implemented by the end of May 2008.
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Performance Management 2007/08 (07/0697)

This audit recognises that corporate performance management has significantly
improved and actions have been agreed to support further development aimed at
raising the level of assurance to ‘Reasonable’ in a relatively short period of time.
Specifically these cover the need to:

o Review and improve upon the business planning process

o Overhaul corporate performance indicators and strengthen action planning and
performance monitoring through the computerised performance management
system, Escendency

o Strengthen further links between corporate and Service objectives through the
business planning process

o Develop knowledge on the cost of performance and integrate value for money
considerations through balanced indicators measuring economy, efficiency and
effectiveness

o Encourage innovation through better engagement of staff on the performance
management framework

o Improve reporting arrangements and Member training in the scrutiny of Council
performance

o Address ongoing concerns in relation to data control and quality

Fifteen actions have been agreed with management, all of which are expected to
have been implemented by 31% March 20009.

Partnership Arrangements 2007/08 (07/0704)

This audit focussed on the Council's arrangements for working in partnerships
relating to performance and risk management, governance and scrutiny
arrangements. The ‘limited’ assurance opinion was issued on the basis that there is
a need to:

o Introduce an effective overarching strategy to guide partnership activity and for
an officer and Elected Member to be responsible for taking forward
developments in partnership working in a co-ordinated and structured way

o Develop further the arrangements for governance, accountability, scrutiny and
risk management within partnerships

o Determine the corporate meaning of a ‘partnership’ and to undertake a ‘mapping’
exercise aimed at identifying the type and number of partnerships that the
Council is involved in

o Establish a consistent and efficient means of evaluating the effectiveness and
performance of partnerships and the Council’s involvement in them

A major part of the audit has been work undertaken with other Council officers to
develop a mechanism for assessing the level of ‘significance’ of each partnership
towards the achievement of the Council’s priorities and objectives, and a ‘toolkit’
aimed at assessing the effectiveness of individual partnerships and the Council’s
involvement in them.

This major piece of work is the subject of a separate report being submitted to the
Budget and Performance Panel on 15" July 2008 and the majority of the actions
agreed as a result of the audit (twenty in number) focus on the results of this work
which is due to be completed by the end of March 2009.
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Five follow up reviews have been completed in the period to 06" June 2008, all of
which have been issued with a ‘Reasonable’ level of assurance, including two,
Environmental Protection and Cemeteries where sufficient progress has been made
to raise the audit opinion from ‘Limited’.

The Internal Audit Manager has responded to a question from a Member of the
Committee for further information following the Income Management (Cultural
Service Webstaff Payments) audit in relation to online booking arrangements for
Council events, arrangements for which are currently being considered by the
Service.

Update on Previous Assurance Opinions

Appendix A provides an updated position for all those audits where the level of
assurance provided has not yet reached “reasonable”. These include the seven
audit reports covered in section 3.0 above. The Internal Audit Manager will provide
Committee with a verbal update on each of the audits.

VAT Registration Number validation

Minute 38(2) of the Audit Committee (April 2008) requested that a report be
submitted to the Committee upon VAT number checking and how this could be
integrated into the Council’s financial systems and procedures. The Internal Audit
Manager will report verbally to the Committee.

Results of Responsive Audit Work (Advice, Support and Investigations)

Investigatory work arising from concerns in relation to the funding of staff in the West
End Team of the Neighbourhood Management Taskforce is nearing completion and
will be reported to the Corporate Director (Community Services) to determine what
further action, if any, should be taken.

Internal Audit have provided ad-hoc advice and support to all levels of management,
the most significant of which relate to arrangements being considered for the
‘opening’ of Housing Benefit cheques for claimants without a bank account; ongoing
project assurance work and developments in project and programme management,
and preparations for the 2008/09 National Fraud Initiative.

The Principal Auditor has been heavily involved in developing the Performance
Management Framework for the Lancaster District Local Strategic Partnership
(LDLSP) which will act as the framework for monitoring and reporting performance of
the LDLSP’s forthcoming Sustainable Community Strategy (SCS) This work,
together with that arising from the recently completed audit of partnerships, should
assist strategic partners, elected members and the Lancaster district community to
understand all the various elements which contribute to delivering improved
performance and help to measure progress towards the achievement of the
ambitions within the SCS in a consistent way.

Audit staff continue to take an active role in officer groups including the Business
Recovery Team, Access to Services Forum and the Local Area Agreement, Child
Protection, Procurement, Risk Management and Asset Management Working
Groups.

Details of Consultation

Not applicable

Options and Options Analysis (including risk assessment)
Not applicable
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CONCLUSION OF IMPACT ASSESSMENT
(including Diversity, Human Rights, Community Safety, Sustainability and Rural
Proofing)

None identified

FINANCIAL IMPLICATIONS

None arising from this report

SECTION 151 OFFICER’S COMMENTS
The Section 151 Officer has been consulted and has no further comments
LEGAL IMPLICATIONS

Legal Services have been consulted and have no additional comments.

MONITORING OFFICER'S COMMENTS

The Deputy Monitoring Officer has been consulted and has no further comments.

BACKGROUND PAPERS Contact Officer: Derek Whiteway
Telephone: 01524 582028

Internal Audit Files E-mail: dwhiteway@Iancaster.gov.uk
Ref: aud/audcomm/0809/250608/ROIAW
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Appendix A

LANCASTER ) ., o
Internal Audit - Assurance Opinion Monitoring

Promoting City, Coast & Countryside

Date of Level of Assurance
Provided

Source
Assessment

06/0636 - Value Added Tax 2006/07

07-Dec-06 Internal Audit - Final A
Report

20-Dec-07 Internal Audit - Follow- _\‘
Up Review

07/0658 - Licensing

19-Dec-07 Internal Audit - Final _\‘
Report

06/0660 - Housing Rents (debit control)

28-Apr-08 Internal Audit - Final A
Report

07/0675 - Housing Advances

13-Mar-08 Internal Audit - Final 4\1
Report

07/0682 - Vehicles

N/A

Limited

Limited

Limited

Limited

09-May-08 Internal Audit - Final A4 Limited

Report

Produced on 09/06/08 10:10:30

Comments

Audit report pre-dates the provision of assurance opinions

The target risk score has yet to be achieved for all risks
covered, the majority dependent upon improving the
accuracy of information input in the Financial systems
through guidance and training for staff processing
invoices.

The opinion is based on the fact that although measures
are currently being taken to improve management of two
of the four risks identified for audit, there is still scope to

improve management of the remaining two.

Raising the assurance level to reasonable should be
achieved by the implementation of agreed actions relating
to the reconciliations to the asset register; checks to verify
the accuracy and validiity of changes made; and
reconciliation of the net debit to the general ledger. The
majority of agreed actions should be implemented by 30th
June '08 and a formal follow-up is due by 30th September
'08.

Raising the assurance level to reasonable may be
achieved by the implementation of agreed actions relating
to the review of interest rates; monitoring; reporting; and
improved security of the mortgage system. The majority
of agreed actions should be implemented by 30 April '08
and a formal follow-up review is scheduled by 30
September '08

Raising the assurance level to reasonable should be
achieved by the implementation of agreed actions relating
to: the development a more informed vehicle replacement
policy; analysis of repair and maintenance costs; accident
monitoring; and records maintained in relation to pool
vehicles. The majority of agreed actions should be
implemented by the end of 31st May and a formal follow-
up is due by 30th October '08.

Page 1 of 2
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Date of Level of Assurance

Assessment S°ource Provided Comments

07/0688 - Income Tax and National Insurance 2007/08 (Expenses and Benefits)

09-May-08 Internal Audit - Final A Minimal The assurance opinion relates specifically to the payment
Report of expenses and benefits which is only a small element of

the Council's overall tax arrangements and the potential
impact of being found non compliant in this area is
considered low. Reasonable assurance will take some
time to achieve as procedures for several
expenses/benefits need a thorough review. The
assignment of responsibilities through the impending
recruitment to the Exchequer Services Manager post and
plans to progress with agreed actions should allow the
provision of limited assurance fairly quickly.
Implementation of the action plan should result in the
provision of reasonable assurance.

07/0697 - Performance Management 2007/08

06-Mar-08 Internal Audit - Final 4\. Limited The Performance Management Framework is well
Report designed but work is required to ensure appropriate
information is reported and scrutiny arrangements are
effective.

07/0704 - Partnership Arrangements 2007/08

05-Jun-08 Internal Audit - Final _\' Limited Raising the assurance level to reasonable will be
Report achieved through the identification of the number and
type of partnerships the Council is involved in;
introduction of a toolkit for evaluating the Council's major
partnerships and developments in governance, scrutiny
and risk management arrangements relating to
partnership working.

07/0708 - Income Management (Housing Rents Direct Debit Payments)

30-Apr-08 Internal Audit - Final _\‘ Limited Reasonable assurance could be achieved through
Report implementation of the Electronic Documentation
Management System (EDMS) and the Anite Direct Debit
Module.

05/0717 - Income Management (Cultural Services Webstaff Payments)

15-Apr-08 Internal Audit - Final _\‘ Limited Improvements are required to ensure that processes in
Report place for processing card payments via the Webstaff
system within Cultural Services are compliant with the
Data Protection Act and the Payment Card Industry Data
Security Standards. Implementation of the action plan
should result in the provision of 'reasonable' assurance.

Produced on 09/06/08 10:10:30 Page 2 of 2
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AUDIT COMMITTEE

Internal Audit Annual Report 2007/08
25 June 2008

Report of Internal Audit Manager

PURPOSE OF REPORT

To inform the Committee of the extent and outcome of Internal Audit work during the
2007/08 financial year and to present an annual Statement of Assurance regarding the

Council’'s internal Control Framework.

This report is public

RECOMMENDATIONS
1. That the report be noted.

2. That the Controls Assurance Statement (paragraphs 2.14 to 2.19) be accepted
and considered in relation to the proposed Annual Governance Statement
(presented elsewhere on this agenda).

1.0 Introduction

1.1 The terms of reference of the Audit Committee include: To receive the annual Internal
Audit Report and Controls Assurance Statement (the Constitution, part 3 section 8,
TOR 11). The Code of Practice for Internal Audit *specifies that the Head of Internal
Audit must “... provide a written report to those charged with governance timed to
support the Statement on Internal Control”. The report and assurance statement thus
makes a significant contribution to the Council’s statutory duty to undertake an
annual review of the Internal Control framework and publish a Statement on Internal
Control.

2.0 Proposal Details

2.1 Internal Audit is established as a section of Financial Services, reporting functionally
to the Head of Financial Services. Professionally, it operates to standards set out in
the CIPFA Code of Practice for Internal Audit and operates and reports in
accordance with an approved Audit Charter.

! Code of Practice for Internal Audit in Local Government in the United Kingdom (CIPFA 2006)
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Annual Audit Plan 2007/08

Internal Audit plans and assignments are developed on a risk-based approach,
seeking to identify and devote resources to the areas of greatest significance to the
Council. The approved Internal Audit Plan for 2007/08 was based on the provision of
840 days of Internal Audit work. In terms of Assurance Work, the plan provided for
560 days work and the production of from 39 to 55 audit reports and assurance
opinions. A summary of the final position for the year is set out in the following table.

Resources (audit days) Outputso(a}ﬁidoltnrsiports &

Area of work p

Planned | Actual | Variance Planned Actual
Core Financial Systems 100 101 +1 | 10-12 reports 15 reports
Core Management 120 81 -39 8-10 reports 4 reports
Arrangements
Core Operational Systems 70 2 -68 6-8 reports 1 report
Risk Based Assurance 200 208 +8 | 15-25reports 19 reports
Audits
Follow-Up Reviews 70 38 -32
Sub-Total, Assurance 560 430 -130 | 39-55 reports 39 reports
Work
Consultancy Work 155 180 +25
Investigations 35 85 +50
Audit Management 45 63 +18
Non Audit Duties 5 9 +4
General Contingency 40 0 -40
Total 840 767 -73

Thirty-nine reports have been taken into account in informing the assurance opinion
given later in this report. This total is at the lower end of the range planned for the
year but represents a reasonable outcome given the number of audit days devoted to
assurance work.

Under the category of “Core Operational Systems”, a change in emphasis and
approach to IT audit has meant that this work is now being delivered through Core
Financial Systems audits and Risk Based Assurance Audits. This change is reflected
in the proposed plan for 2008/09.
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Explanation of Major Variances

Changes in demand for audit work and variations to the approved Plan were reported
to and approved by Audit Committee during the year. The most significant factors
affecting the plan were:

e |ost productive time for all members of the section during the year, due to the
office removal from St Leonard’s House to Lancaster Town Hall and time required
in undertaking the Fair Pay Review process. In total, these have contributed to a
loss of approximately 45 days of productive audit time.

e initial proposals to commission external consultants to undertake a review of the
Council's external funding arrangements were not pursued due to uncertainty at
the time regarding the development of the new Local Area Agreement. Whilst
this meant that fewer audit days were delivered (the plan provided for up to 60
days from external sources), it also produced a saving on the budget for
consultancy.

e additional workload in other areas of the plan, especially in investigations had an
impact on the level of resources devoted to assurance work.

Quality Considerations

Customer satisfaction with Internal Audit work is judged through managers’
responses to a post-audit satisfaction survey sent out following the completion of
each assignment. The questionnaire seeks views, expressed as scores on a range
from 1 to 9, on sixteen aspects of the audit, covering aspects of communication and
consultation, conduct, objectivity, reporting and impact of the work. Summary results
from questionnaires returned over the past 24 months are demonstrated in the chart
in Appendix A.

The summary represents the average scores obtained from 26 returned surveys.
Against a target level of 8 for all aspects of the audit, only two have not been met
(albeit marginally), these being questions 15 and 16 relating to risk management
outcomes from the audit. The second page of Appendix A details the responses
received regarding these two questions. It can be seen that the main factor behind
the lower score were two responses relating to audits of Internal Communications
and Cemeteries (circled in red on the report).

On the Internal Communications audit, the low responses were given by the Head of
Information & Customer Services. It is notable that the other responses on the same
audit, provided by the Communications Manager, were much higher (the majority of
risks covered in the audit fell within the Communication Manager’s remit).
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On the Cemeteries audit, whilst the response gave a maximum score on question 15
(identification and understanding of risk), a score of 3 was given on question 16
(management of risk). In this regard, the audit identified that in most risk areas,
actions (some of which were long-term) were already being taken to address
identified issues and the audit was able to provide a positive assurance statement.

Lower than average scores (highlighted in pink) have also been recorded against a
number of financial systems audits. This may be explained by the fact that these
systems are relatively stable and not subject to significant changes in risks.

Review of the Effectiveness of Internal Audit

2.11

The Account & Audit Regulations 2003 (as amended in 2006) require Councils to
conduct an annual review of the effectiveness of its system of internal audit and for a
committee of the Council to consider the findings. This process is part of the wider
annual review of the effectiveness of the system of internal control and governance.
A report on this review is included within the report on the annual review of
governance elsewhere on this agenda.

Results of Assurance Work

2.12

2.13

In all cases, completed assurance audits have resulted in the production of a report
and action plan, agreed by managers and submitted for consideration by the Audit
Committee. In September 2007 new arrangements were introduced to provide an
assurance opinion in each report and for those opinions to be updated at subsequent
review points, including the formal audit follow-up review. The system uses four
levels of opinion, as follows:

=B & Image | Definition

assurance

Substantial % | The Authority can place high levels of reliance on the
arrangements/controls. Best practice is demonstrated in some
or all areas.

Reasonable v The Authority can place reasonable (i.e. sufficient) reliance on
the arrangements/controls. Only relatively minor control
weaknesses exist.

Limited _\. The Authority can place only limited reliance on the
arrangements/controls. Significant control issues need to be
resolved.

Minimal A The Authority cannot place sufficient reliance on the
arrangements/controls. Substantial control weaknesses exist.

The Table in Appendix B sets out the assurance opinions issued from audits and
follow-up reviews completed since the introduction of this approach, and any
subsequent changes in assurance level.

Controls Assurance Statement

2.14

It must be recognised that Internal Audit can be expected to provide reasonable and
not absolute assurance that control weaknesses or irregularities do not exist.
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This assurance statement is drawn from both the results of individual internal audit
assignments and the results of follow-up reviews into previously completed audits, as
reflected in the contents of Appendix B. In addition to the audits included in Appendix
B, nine reports were issued during the earlier part of the year which have not been
covered by the assurance rating approach. The results of these audits were reported
to the Audit Committee on 8" January 2008, the audits concerned being:

Audit Title Report Date
06/0643 | Information Security Development 25/01/07
06/0641  Income Management 26/01/07
06/0650  Council Tax 07/02/07
06/0652  Waste Management 05/03/07
06/0635 | Tourism 27/03/07
06/0661  Sundry Debtors 29/05/07
06/0664  National Fraud Initiative 29/05/07
06/0642  Building Control 29/05/07
06/0649  Payroll 2006/07 13/07/07

The following table summarises the assurance opinions covered in Appendix B,
based on the most recent review.

Assurance Level (at most recent review) No of Audits
Substantial 0
Reasonable 20
Limited

Minimal

The one audit resulting in a “Minimal” assurance opinion was that relating to Income
Tax and National Insurance arrangements in respect of employee benefits and
expenses. Members of the Audit Committee have been advised of the
circumstances surrounding this audit and measures have already been taken which
will raise the level of assurance. The level of risk in this area is low and the
weaknesses identified are not in themselves so significant as to warrant disclosure in
the Annual Governance Statement.

The results set out in Appendix B demonstrate that procedures for following up audits
(focusing on those not having achieved a reasonable assurance level) and reporting
progress to Audit Committee are effective.

Financial Systems

Assurance levels on the Council’s key financial systems are consistently good, with
all audits included in Appendix B (with the sole exception of Housing Rents — Debit
Control) showing a “reasonable” assurance level. Weaknesses in the Housing Rents
system centred around the transfer and reconciliation of accounting data into the
General Ledger, resulting in an overstatement of income in the 2006/07 published
accounts. Measures have now been taken to remedy this situation.

With this exception, it can be taken that effective internal controls exist to ensure the
accuracy and integrity of the information that the key financial systems provide and
no significant control weaknesses have been identified.
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Governance Arrangements

Audits of Performance Management and Partnership Arrangements resulted in a
“limited” assurance opinion. Both of these areas are key elements of the Council’s
governance arrangements and the main points arising from the audits are
incorporated in the governance review and Annual Governance Statement.

Other Audits

In the assurance work undertaken, Internal Audit activity during the year did not
identify any control weaknesses of such significance that they would warrant
disclosure in the Council’'s Annual Governance Statement. Where any control
weaknesses have been identified, remedial action has been agreed and
arrangements are in place to monitor the implementation of those actions and the
level of assurance provided.

The support and proactive work undertaken by Internal Audit during 2007/08 has
concentrated on a number of areas recognised by the Council as needing
development, notably its arrangements for managing significant projects. In addition,
Internal Audit has again been instrumental in reviewing and developing the Internal
Control and Corporate Governance framework. These arrangements are key
elements in the Council’s review of the Internal Control and Corporate Governance
framework and the current position is reflected in the evaluation undertaken and
reported elsewhere on this meeting’s agenda. Whilst Internal Audit has not produced
a formal report in such areas, its views and knowledge have been fed into the
evaluation process.

Details of Consultation

No specific consultation has been undertaken in compiling this report.

Options and Options Analysis (including risk assessment)

The proposal is that the Committee accepts Internal Audit’'s assurance statement as
a contribution to the overall assessment of the Internal Control and Corporate
Governance Statement. No alternative options are identified.

Conclusion

The work of Internal Audit seeks to provide assurance to the Council as to the
appropriateness and effectiveness of its internal control and corporate governance
arrangements. During the 2007/08 financial year, Internal Audit's work has provided

assurance in a variety of areas as well as incorporating a significant level input and
contribution to the development of a number of key systems and processes.
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CONCLUSION OF IMPACT ASSESSMENT
(including Diversity, Human Rights, Community Safety, Sustainability and Rural
Proofing)

This report has no direct impact on these areas.

FINANCIAL IMPLICATIONS

None arising from this report.

SECTION 151 OFFICER’'S COMMENTS

The s151 Officer has been consulted and has no further comments.

LEGAL IMPLICATIONS

None arising from this report

MONITORING OFFICER'S COMMENTS

The Monitoring Officer has been consulted and has no further comments.

BACKGROUND PAPERS Contact Officer: Derek Whiteway
Telephone: 01524 582028

Internal Audit Plan 2007/08 E-mail: dwhiteway@Iancaster.gov.uk

Internal Audit Files Ref: aud/ctte/aud/0809/25June08
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Appendix A

Post Audit Feedback 2006/07 - 2007/08

Average scores provided by customers on a scale of 1 (strongly disagree) to 9 (strongly agree)

Q14

=~ target
—e—results
Q13
Q12
Questions: Target Actual PrlonFy for
Action
Q1 | was given adequate notification of the audit 8 8.3 3
Q2 The audit work was undertaken at an agreed and convenient time. 8 8.4 5
Q3 The audit process and objectives were adequately explained to me 8 8.3 3
Q4 | was sufficiently involved in identifying and analysing risk and determining 8 8.5 6
the scope of the audit
Q5 The work was conducted in my section in a proficient manner 8 8.6 10
Q6 The appropriate staff were consulted for the areas covered 8 8.7 15
Q7 The consultation was conducted in a professional manner 8 8.8 16
Q8 The results of the risk evaluation were discussed with the appropriate 8 8.5 6
staff
Q9 The results and conclusions were based on sound and thorough 8 8.5 9
analysis/evaluation of the major risks
Q10 [l was sufficiently involved in discussing and agreeing the report and 8 8.7 14
action plan
Q11 [My views and comments were adequately presented in the final report 8 8.7 12
Q12 [The final report presented a balanced and accurate picture of the results 8 8.7 12
of the audit
Q13 |The action plan was easy to agree and was based on practical and 8 8.5 8
realistic recommendations
Q14 [The final report was produced promptly 8.6 10
Q15 [Q15 The audit has helped develop our identification and 8 7.3
understanding of risk in this area
Q16 (Q16 The audit has helped improve the way in which we manage risk 8 7.0 1
in this area

Results are based on the responses provided by 26 respondees

Highlighted rows indicate Questions where the average 'score’ falls below target.

08 06 06 Questionnaire Results Temp (Birds Eye View)

06/06/08
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Internal Audit - Assurance Opinion Results 2007/08 Appendix B

06/0631 Housing Repair and Maintenance Services

21-Apr-08  Reasonable ‘( A substantial level of assurance could be achieved through implementation of the outstanding agreed
actions.

06/0634 Elections & Electoral Registration

22-Jan-08 Reasonable / Substantial assurance could only be provided following an election testing the effectiveness of new
arrangements for managing election finances.

19-Oct-07  Reasonable (

06/0636 Value Added Tax 2006/07

20-Dec-07 Limited The target risk score has yet to be achieved for all risks covered, the majority dependent upon
improving the accuracy of information input in the Financial systems through guidance and training for
staff processing invoices.

06/0638 Homelessness and Housing Advice

21-Jan-08 Reasonable ‘( Work is ongoing to implement the agreed actions arising from the original review relating to the
implementation of a revised Homelessness Strategy and supporting focussed SLAs.

06/0645 Car Parking - Provision and Control

19-Dec-07 Reasonable / Car Parking Provision and Control is well managed and arrangements are in hand to provide
customers with a wider range of payment options in the near future.

06/0647 Creditors 2006/07

06-Feb-08 Reasonable ( The opinion assumes that the control environment has not weakened during the implementation of the
new Authority Financials system. The current review of creditors will check this.

06/0648 NNDR 2006/07

21-Dec-07 Reasonable ( NNDR is well managed and arrangements are in hand for an interface between the NNDR and main
accounting systems.

06/0651 Treasury Management 2006/07

30-Nov-07 Reasonable ( All risks with the exception of one are well managed. The outstanding actions primarily seek to reduce
the chances of fraud, and losses in the event of fraud. The risk of fraud is low but potentially increases
on the rare occasions the system is not available. Given that these occasions are rare, reasonable
assurance can be provided.

06/0655 Housing Benefits and Council Tax Benefits 2006/07

15-Apr-08  Reasonable ( Both the Housing Benefits and Council Tax Benefits systems are well managed. Arrangements are in
hand for an interface between the Academy system and main accounting system which will further
enhance existing controls.

06/0657 Environmental Protection

10-Apr-08  Reasonable ( Progress continues to be made on actions to improve the Service which were ongoing at the time of
the original review, all actions from the audit have been implemented or are being addressed and no
significant control weaknesses have been identified.

23-Jan-08  Limited A Work has begun on implementing the agreed actions but it is too early to provide an improved level of
assurance - to be formally reviewed by Internal Audit in March/April 2008.

24-Sep-07  Limited A A high proportion of controls are being developed in the areas covered.

07/0658 Licensing

19-Dec-07 Limited A The opinion is based on the fact that although measures are currently being taken to improve
management of two of the four risks identified for audit, there is still scope to improve management of
the remaining two.

06/0660 Housing Rents (debit control)

28-Apr-08  Limited A Raising the assurance level to reasonable should be achieved by the implementation of agreed actions

relating to the reconciliations to the asset register; checks to verify the accuracy and validiity of
changes made; and reconciliation of the net debit to the general ledger. The majority of agreed actions
should be implemented by 30th June '08 and a formal follow-up is due by 30th September '08.

Page 1 of 3
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Internal Audit - Assurance Opinion Results 2007/08 Appendix B

07/0673 Council Housing - Right to Buy Scheme

22-Feb-08 Reasonable ‘( All risks are now well managed. To achieve a substantial level of assurance the Authority needs to
demonstrate best practice as far as possible.

05-Oct-07  Reasonable (

07/0674 Housing Benefits 2007/08 (Payments)

09-Jan-08 Reasonable ( A proper separation of duties within Financial Services relating to cheque production and
reconciliations could allow the provision of substantial assurance.

11-Sep-07 Reasonable '(

07/0675 Housing Advances

13-Mar-08 Limited Raising the assurance level to reasonable may be achieved by the implementation of agreed actions
relating to the review of interest rates; monitoring; reporting; and improved security of the mortgage
system. The majority of agreed actions should be implemented by 30 April '08 and a formal follow-up
review is scheduled by 30 September '08

07/0677 Cemeteries

10-Apr-08  Reasonable ( Approval has been granted for additional administrative support which will improve cover arrangements
and help address the need to computerise cemetery records over the longer term. Additional funding
has also been granted to extend the memorial safety programme until March 2010 and the Service will
continue to seek resources to extend it further.

23-Jan-08 Limited A Work has begun on implementing the agreed actions but it is too early to provide an improved level of
assurance - to be formally reviewed by Internal Audit in March/April 2008

21-Sep-07  Limited A There are some significant control issues needing to be addressed, including arrangements for
administrative cover, safeguarding cemetery records and ensuring long term public safety in
cemeteries and closed churchyards.

07/0678 Insurances

31-Mar-08 Reasonable '( The Authority's arrangements for Insurance cover are well managed and implementation of the agreed
actions could lead to the provision of substantial assurance.

07/0680 Housing Benefits (Accounting and Subsidy)

16-Apr-08  Reasonable ‘( Actions are ongoing to enhance arrangements.

11-Sep-07 Reasonable ( Controls are operating effectively in the areas covered.

07/0682 Vehicles

09-May-08 Limited Raising the assurance level to reasonable should be achieved by the implementation of agreed actions
relating to: the development a more informed vehicle replacement policy; analysis of repair and
maintenance costs; accident monitoring; and records maintained in relation to pool vehicles. The
majority of agreed actions should be implemented by the end of 31st May and a formal follow-up is due
by 30th October '08.

07/0688 Income Tax and National Insurance 2007/08 (Expenses and Benefits)

09-May-08 Minimal The assurance opinion relates specifically to the payment of expenses and benefits which is only a
small element of the Council's overall tax arrangements and the potential impact of being found non
compliant in this area is considered low. Reasonable assurance will take some time to achieve as
procedures for several expenses/benefits need a thorough review. The assignment of responsibilities
through the impending recruitment to the Exchequer Services Manager post and plans to progress with
agreed actions should allow the provision of limited assurance fairly quickly. Implementation of the
action plan should result in the provision of reasonable assurance.

07/0694 LAMP Post-Project Review

01-Feb-08 Reasonable ( Reasonable assurance can be given that the LAMP method is being properly applied and is proving to
be highly effective in practice. This level of assurance will be enhanced through agreed actions and
the realisation of project benefits and the delivery of projects to cost, time and quality through the
practical application of the LAMP methodology

07/0696 National Non-Domestic Rates 2007/08

12-Dec-07

Reasonable *( Five of the six risks covered are considered well managed and work is ongoing to improve
management of the sixth.

Page 2 of 3
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Internal Audit - Assurance Opinion Results 2007/08 Appendix B

07/0697 Performance Management 2007/08

06-Mar-08 Limited The Performance Management Framework is well designed but work is required to ensure appropriate
information is reported and scrutiny arrangements are effective.

07/0704 Partnership Arrangements 2007/08

05-Jun-08  Limited _\‘ Raising the assurance level to reasonable will be achieved through the identification of the number and
type of partnerships the Council is involved in; introduction of a toolkit for evaluating the Council's
major partnerships and developments in governance, scrutiny and risk management arrangements
relating to partnership working.

07/0707 Council Tax 2007/08

25-Jan-08 Reasonable / The Council Tax system is very well managed and implementation of the agreed actions could lead to
the provision of substantial assurance.

07/0708 Income Management (Housing Rents Direct Debit Payments)

30-Apr-08  Limited Reasonable assurance could be achieved through implementation of the Electronic Documentation
Management System (EDMS) and the Anite Direct Debit Module.

07/0710 Ordering and Payments 2007/08

05-Jun-08 Reasonable ( The new Authority Financials systems facilitate good controls over the ordering and paying for goods
and services. The minor control weaknesses identified relate to the operation of the systems and
actions have been agreed to address these where appropriate.

07/0711  Sundry Debtors 2007/08

06-Jun-08 Reasonable ( The Sundry Debtors system is generally well managed. Implementation of the agreed actions and
completion of the improvements currently being addressed would significantly improve current
arrangements.

05/0717 Income Management (Cultural Services Webstaff Payments)

15-Apr-08  Limited A Improvements are required to ensure that processes in place for processing card payments via the
Webstaff system within Cultural Services are compliant with the Data Protection Act and the Payment
Card Industry Data Security Standards. Implementation of the action plan should result in the provision
of 'reasonable’ assurance.

07/0719 Income Management (Parking and Administration Webstaff Payments)

20-Mar-08

Reasonable ( It is possible that substanitial assurance could be achieved through Corporate plans to introduce 'chip
and pin' facilities and through implementing arrangements to meet Payment Card Industry Data
Security Standards.

Page 3 of 3
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AUDIT COMMITTEE

Review of Governance and
Annual Governance Statement 2007/08

Report of Corporate Director (Finance & Performance)

PURPOSE OF REPORT

To seek the Committee’s approval for the draft Annual Governance Statement for the

2007/08 financial year.

This report is public

RECOMMENDATIONS

Q) That the Annual Governance Statement for 2007/08 as set out at Appendix B be
approved for signing by the Leader of the Council, Chief Executive, Section 151
Officer and Monitoring Officer.

(2) That the Audit Committee recommends to Council that the Audit Committee’s
Terms of Reference be updated to reflect the requirement for the Council to
produce an Annual Governance Statement.

1.0 Introduction

1.1 The terms of reference of the Audit Committee include: To monitor the effective
development and operation of risk management and corporate governance in the
Council and to oversee the production of the authority’s Statement on Internal Control
and Corporate Governance and to recommend its adoption. (the Constitution, part 3
section 8).

Accounts & Audit Regulations

1.2 In England, the preparation and publication of an annual governance statement in
accordance with proper practices is necessary to meet a statutory requirement set
out in Regulation 4(2) of the Accounts & Audit (Amendment) (England) Regulations
2006.

2.0 Report

2.1 In relation to the production of a Governance Statement, “proper practices” are
defined as those set out in a framework and guidance issued by CIPFA & SOLACE*
during 2007, applying from the 2007/08 financial year onwards. Specifically, the
Council is now required to develop and maintain a Local Code of Corporate

L «“Delivering Good Governance in Local Government” — CIPFA & SOLACE 2007
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Governance (this was approved by Audit Committee on 23" January 2008) and to
prepare a Governance Statement in order to report publicly on an annual basis on
the extent to which the Council complies with its own Code. This requirement
supersedes previous requirements to produce an annual Statement on Internal
Control (SIC).

Proposal Details

The draft Annual Governance Statement has been drawn up following a review of the
Councils’ framework by a Management Group comprising the Corporate Director
(Finance & Performance), the Head of Financial Services (s151 Officer), the Head of
Legal and HR (the Monitoring Officer) and the Internal Audit Manager.

Review of Compliance with the Code of Governance

A review has been undertaken of the Council’s position and performance against the
Code of Governance approved in January 2008. The results of the Management
Group’s evaluation exercise are demonstrated in the Overview Chart and Evaluation
Reports attached at Appendix A. The Code of Governance consists of a set of sixty-
seven elements within the following six core principles, which underpin a council's
system of governance:

1. Focussing on the purpose of the authority and on outcomes for the
community including citizens and service users 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 the values of the authority and demonstrating the values of
good governance through behaviour

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

5. Developing the capacity and capability of members to be effective and
ensuring that officers —including the statutory officers - also have the
capability and capacity to deliver effectively

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

Assurance

A document has been compiled which details the identified “sources” of assurance
for each element of the Code. These range from a record of official policy and
strategy documents such as the Constitution to the results of reviews such as Internal
Audit and External Audit reports, to procedures such as one-to-one management
meetings.

As in previous years, individual “assurance statements” have been sought from
Service Heads in relation to internal control and governance arrangements within
their areas. This assurance has been built in to the overall evaluation.
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Review of the Effectiveness of the System of Internal Audit

The Accounts & Audit (Amendment) Regulations 2006 introduced a requirement that
local authorities undertake an annual review of the effectiveness of their system of
internal audit and that this should form a part of the overall review of governance..

A self-assessment of the Internal Audit function and its contribution to governance is
attached at Appendix B. This is divided into two parts:

* an assessment of arrangements against “proper practices” as defined in the
CIPFA Code of Practice for Internal Audit (2006); and
» an evaluation of performance against a range of “characteristics of effectiveness”

The self assessment indicates that the system of Internal Audit (which includes the
contribution made by the Audit Committee and management in responding to audit
work) is established in accordance with appropriate standards and delivering an
effective service. Areas for development have been identified in conducting the
review and these have been considered in developing Internal Audit’s strategic and
business plan for 2008/09. The Council's external auditors are about to undertake
their own review of Internal Audit in connection with the 2008/09 audit and the results
of this will be reported to Audit Committee in due course.

In conclusion, it is felt that the Audit Committee can take assurance that Internal
Audit is operating effectively and can place reliance on its reports and work in
considering the overall effectiveness of governance arrangements.

Evaluation Results

Given the introduction of the new Local Code of Governance, direct comparison with
previous years’ evaluations is not possible. The framework has again employed a
scoring scale of 1 (representing poorly developed arrangements) to 9 (highly effective
arrangements), with an arbitrary target level of 7 currently set for all elements. On
this basis, it is judged that the target level has been met or exceeded in 46 (69%) of
the 67 elements.

The detailed evaluation results shown in Appendix A highlight those elements where
the Management Group feel that arrangements have not yet met the target standard.
The more significant of these include:

o Deciding how value for money is to be measured and making sure that the
Council and its key partnerships have the information needed to review value for
money and performance delivery (element 10)

o Measuring the environmental impact of policies, plans and decisions (11)
o The constitution and governance arrangements of partnerships (23,26,32 & 41)

o Having arrangements in place to ensure that systems and processes are
designed in conformity with appropriate ethical standards, and by monitoring their
continuing effectiveness in practice (29)
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The Draft Annual Governance Statement

Drawing on the results of the evaluation exercise, the Management Group has
developed the draft Annual Governance Statement attached at Appendix C. The
timescale for the production of the Statement coincides with that for the approval of
the financial accounts (i.e. 30 June 2008) and the Statement must be approved at a
meeting of the Council or delegated committee (i.e. the Audit Committee). The
Statement itself follows the statutorily prescribed format, with the following headings:

1. Scope of Responsibility

2. The Purpose of the Governance Framework
3. The Governance Framework

4. Review of Effectiveness

5. Significant Governance Issues

As well as addressing the requirements of the Accounts and Audit Regulations, the
publication of an Annual Governance Statement incorporates and satisfies the
requirement under the Local Government Statement of Recommended Practice
(SORP) to produce a Statement on Internal Financial Controls (SIFC)

Signatories to the Statement

The statutory requirement is that the most senior officer (Chief Executive or
equivalent) and the most senior member (Leader or equivalent) should sign the
Statement. They must be satisfied that the document is supported by reliable
evidence and accurately reflects the internal control environment. This emphasises
that the document is about all corporate controls and is not confined to financial
issues. As the statement covers the requirements to produce a statement on
Corporate Governance and on Internal Financial Control, it is recommended that the
S151 Officer and Monitoring Officer also sign the statement (as has been the case for
previous years).

Action Plan

A separate action plan has not been drafted. To ensure a cohesive approach to such
improvements, actions relating to the “Significant Governance Issues” identified in
section 5 of the statement have already been acknowledged and incorporated into
the Council’s Corporate Plan and individual Services’ Business Plans.

Details of Consultation
Not applicable.
Options and Options Analysis (including risk assessment)

As the production of an annual statement is a legislative requirement, no alternative
options are identified.

Conclusion

The draft Annual Governance Statement and the results of the review undertaken by
the Management Group reflect the developments and progress made by the Council
during the last twelve months. Addressing the issues identified in the statement will
help maintain this progress and contribute, not only to a further improved position for
2008/09, but also to the quality of other assessments, for example the Audit
Commission’s Use of Resources assessment.



Page 74

CONCLUSION OF IMPACT ASSESSMENT
(including Diversity, Human Rights, Community Safety, Sustainability and Rural
Proofing)

The report has no direct impact on the above issues.

FINANCIAL IMPLICATIONS

There are no direct financial implications arising from this report. The draft Governance
Statement highlights that overall, it is felt that effective financial controls are in place.

SECTION 151 OFFICER’'S COMMENTS

The s151 Officer has been involved in the governance review process and has no further
comments.

LEGAL IMPLICATIONS

Legal Services have been consulted and have no further comments.

MONITORING OFFICER'S COMMENTS

The Monitoring Officer has been involved in the governance review process and has no
further comments.

BACKGROUND PAPERS Contact Officer: Derek Whiteway

Accounts and Audit Regulations 2003 (as || Telephone: 01524 582028

amended). E-mail: dwhiteway@lancaster.gov.uk
Ref: aud/cttee/audit/0809/250608/ags




Page 75

Jnoiaeyaq ybnoiy) soueusdanob pooh
10 senjeA ay} Buijesisuowap pue [1DUNoD
8y} J0 sanjea sy} Bunowold : 2¢ - vmom e

6¢

8¢
/e
9

8l

LI
$8|04 puB suoouNy

paulep Ales|d yum asodind uowwod 9}
B 9A81yoe 0] Jayiaboy Bupiom
SJ1901J0 pue sIequwiBN 2 - 21 St

SJuBWa|o ||e 10} / 1B 18S
- 186.e] 918100100 JUBLINYD

BaJe [B00| 8U} JO} UOISIA
e Bunuawa|dwi pue Buileald pue siasn a2IAI8S

pue suaziio Buipnjoul AHUNWWOD 8y} 10} SBWOJINO0

uo pue Auoyine ay} Jo asodind sy} uo Buissnoo : || - |

Vv xipuaddy

2e ¢

| 7 -

e

-

ysu Buibeuew
pue Auiinios aAioae 0} 10slgns
aJe YdIym suoisioap juaiedsuel)
pawuojul Bune] : 0§ - €€

0S

LG
4]
€9

12°]
AjAnoaya Janljep o} Aloedeo
pue Ajjigqedes ay) aney os|e
gg  sieaiyo Aoniess ayy Buipnjoul
— sJ921j0 1eyl Buunsua
puE 9A1}08}40 8( 0} Slaquiaw
10 Aljiqeded pue Aloeded
oy} Buidojensq : /G - LS

Apgeiunoooe 21gnd [eo0)
1SNQOJ 2INSUS O} SISP|OYdXEIS I8yl
pue s|doad |eoo| yum Buibebus : /9 - 8

S}INsay uolnen|eAs - 80/.002 MOIASY 9OUBUISAOY)



(8bueyo arew|d jo 10edwi 8y} 8oNpaYy) ¥
pue (1ou1sip Jalsesue] ayl Inoybnouyl Auadsoid oiwouoos
anoidwy) g ou sawodlno Aoud ueld arelodio) ul parosjey ¥ ‘suoisioap pue sueld ‘saldljod jo 1oedwi [eluswuoliAud 8yl Buunsespy| LI
‘ue|d Aouaiong % Juswanoiduw ‘K1anijep
a1elodion ayi jo uoneluawsadwi Aq passalppe aq aouewIopad pue Asuow IO} dnNjeA MBIASI 0] papasu uoliewlojul sy} aaey sdiysiauled Aoy
0] ‘ue|d 8resodiod sy} ul | ou swodino Ajuoud ul pajosjey S S} puB [19UN0Y 8y} Jeyl ains Bupew pue painsesw aq 0} sI Asuow 1o} anjea moy Buipoaqg| 01
O
N~ / AIaAljop 921AI8S Ul 2iN|ie) YIM [eap pue Ajjuapl 01 sjuswabuelte aAioaye adeid ul buind| 6
Q (t ou swooino Aioud) spiepuels
(@)] 90IAI8S 9|geinsesw QualsISuod ‘g|qe|ieAe si Alieinbal pue AjpAijosaye Aljenb adiAles mainal 0} papasu UuoiBLIojuI
© ysiignd o} uonoe ue|d 81elodiod ‘0OS|y "9 ¥ G SOU Sy 9 8y} 1ey} ains Bupfew pue painsesaw aq 0] S| SI18SN 10} 82IA8S Jo Aljenb ayl moy Buiposg| 8
o aouew.opuad pue uonisod [eloueuUly SH ‘SJUBWBASIYOR
8 puUB SOINIAIIOE S,[IOUN0D 8y} SledlUNWWOod 0} siseq Ajowi} e uo uodal [enuue ue Buysiand| £
S8W091N0 Ul sjuawaAoidwi AP Jeyl suoisiosp uoddns
800z Joquwialdag Aq aoe|d o))} 01 pa|Npayds 9 0] pasn S| paAalyde saouewIoad aAile|a) pue alnjosqe Jo abpamouy jeyl Buunsugz| 9
S| sjuswabuelie \d J0 M3IA8I Y * 8002 YdD WOJ} pauoioy 9 sawoo1no pauue|d 1surebe Bulwiouad si 1ouno) ayl [|om moy Buimouy[ g
Buipuny a|qejreae
8 pue suonebijgo Aioinjels [edioulid o) paubije ale seAljoslqo pue senuoud eyl Bunsug ¥
60/800g buunp
1IN0 pa||0J 8q 0] - sdiysiauped Jo SSauaAnd8ye ayl Buienjeas
pue Buimainal 1oy paaibe usaq Sey YIOMaWEel} B - 8| slauped |[e Aq paaibe pue poolsiapun SiJeyl YI0M JIdy} JO UOISIA UOWWOD
% /] SON Ue|d 81e10di0D) ul papnjoul 8002 VdD Wol} Uoioy S e Ag pauuidiapun aq 0} Jaquwiaw e Si [Iouno) a8y} yoiym jo sdiysisuped Buibeinodug| ¢
sjuswabuelre aoueuIaA0b s,|1ounNo) Byl
/ J1oj suoieoldwi S}l pue BaJe [BD0] 8] JO} UOISIA S,|1Iouno) 8yl siseq Jejnbal e uo Buimainey| g
8 uoIsiA pue asodind s Aluoyine sy} buiowold pue buidojaasqg i
sjusawwo) 91095 juswsa3|( oN

eaJe |e20| 9y} 10} UOISIA B
Bunuawajdwi pue Buijeald pue si1asn a2IAIS pue sudziyod Buipnjoul AUNWWod ay) 10} SBW091N0 uo pue Auioyine ayj jo asodind ayj uo Buissnoo4 - | 3jdioulid

v xipuaddy 80/2002 MIIADY 99UBUIDIAOL) [enuuy



Page 77

60/8002 Bunnp 1o pajjo. &g 0}

- sdiysiaupned Jo ssauanoaye ayl Bunenieas pue Buimainal
1o} pas.be usaq sey YIomawel} e - 8002 YdD WOIy pauonoy

"suolIs1oap Jauued o} uonesiuebio Jisyl puiq 01 Alloyine Jiay} Jo UdIXa ay}

slaulied Jay1o |je 0] Jes|d 8)ewW pue pueisiapun Yylog suonesiueblo jo saAlelussaidal [
pue ‘sa|diourid aoueuianob poob pauljep Alies|o

Bunesw 0] pajiwwod aJe pue pueisiapun yiog suonesiuebio Jjauned Jo saaijeluasaidal []
‘diysisuped ay} Jo snieis [eba| syl 1noge Aleo s a1yl [

‘1oUN0D 8y} 0] pue

diysiaupued ay) 0} uone|al ul A|aA1o9||09

gisuodsal pue s8]0 JIay} INoge Jes|o ale slaquiawl [
eyl Buunsus ‘diysiauped ul Buiom usaypn

pue Ajlenpiaipul yioq sal

€¢

pPaleuUIWaSSIP pue paje|ndlue AlJes|d ate Aay] Jeyl pue ‘siapjoyayels Aay 1aylo
pue AuUNWWOo9 [B20] Sy} YIM UOIIE}NSUOD Ul PUB ‘Swisiueydaw }sngoJ ybnoiyy padojonsp
ale sjebue) pue sanuoud ‘sueid oibajelis ‘uoisia s,uoiesiueblio ayl 1eyl Bulinsug

[44

9 %9 G SOuU 983

KlaAl|op 801AI8S J0}HUOW 0} }SIXe SWISIUBLYISLW SAI09)d Jey) buunsug

34

slaquiaw pa1os|d Jo} |aued
uonelaunwai Juspuadapul ue Buipnoul ssao0id ayl Buibeuew 10} 8IN1ONIIS BAII08YS UB
Buirey pue s1a01yJ0 puB SISqUISW JO UOIIBIaUNLWSI 10} SUOIIPUOD pUB SWId} 8y} ino Bumes

0¢

$9]0J 9Al10adsal J1dy} Ul S1a01yj0
pue slaquiaw usamiaq sdiysuone|al Buniom aai0ayd ainsud o} 8oe|d ul sjoo0joid BuineH

61

yum paidwod ate suonenbal pue
salnjels s|gedldde |e jeyl pue pamoj|o} aJe sainpadold pasibe Jeyl Buunsus 1oy [1ounoD
ay} 0] a|qisuodsal (Jo210O BuLioliuopy Se) sadiAles YH pue [ebaT jo peaH ayl Bunyep

8l

10J]U0D |eIoUBUY

[eulajul Jo WaSAS BANj08)e Ue Bulureluiew Jo) pue ‘SJUNnodoe pue SPIodal [BlIoUBUL
Jadoud Buidasy 10} ‘sienew [elouBUl ||B U0 UsAIb SI 92iApe aleldosdde jeyl Buunsus Joy
[10UN0D 8y} 0} ajqisuodsal (18210 |G| UOIIDSS SB) SJIAISS [elouBUI{ JO peaH a8yl Bunen

Ll

SaA1103[qo pue s9|0J Jo Buipuelsiapun
paJleys e ulejurew o] pue diysuone|a.l 8yl ul Alies so|0l aAll0adsal J1ayl SSNISIp
0] 8AIIN08XT JBIYD 8Y) pue [1IounoD ay) Jo Jepea ay) 1o} aoe|d ul sjuswabuelie BuineH

9l

uswabeuew |euonelado Jo sjoadse
[ 4o} [IouUN0D 8y} 0} 8|qeIUN0O. pue d|qisuodsal 8AIINSXT JaIyD S,)1ounoD ay) Buney

Sl

paJinbal uaym pajepdn

pue paJojuow si 1l Jeyl Buunsua pue ‘uoije|siba] JueAs|as JO Junodde Bupe) ‘|1ounod

93U} JO UOISIOaP SAI09]|09 10} paAIasal A|[eonioads Sialjew 9SOy} JO 9|NPayds [Bwio) B
Buipnjoul ‘uoiN}IISUOd 8yl ulyim siamod paniasal pue uolebs|ap jo sawayds e Bululwislaq

145

$18011]0 JoIUD JO pue A|[elauab siequial ‘siequiaw
[IoUN0Y JBY10 JO salyjigisuodsas pue s8|0 aA0adsal sy} Jo JUSWS].]S Jes|o B no Bumes

€l

8

ao1noe.d ojul sIyl
Bumnd spiemol yoeoudde s [10unos) ayl pue A|[enpiAipul SIaquisw S,8A1IN08Xd 8y} JO pue
BAIIN08Xd 8y} JO saniqIsuodsal pue s8|0J 8AI10adsal 8y} JO JUSWSIE]S Jes|d e Ino Bumes

cl

Sjuawwo)

21025

usw9|3

ON

v xipuaddy

$9]04 pue suoiouny pauyap Aes)d yum asodind uowwod e anaiyoe o} Jayiaboy Bunjiom si1ao1y40 pue siaquapy - g ajdioulid

80/.002 M3IAY 92UBUISA0Y [enUUY




Page 78

pabpnl
980 ued suoloe pue Bupjew uoisioap yaiym jsuiebe (siauped Aq Aj9A1108]100 pue Ajjenpiaipul

€2 0u 993 G yloq paleJisuowap aq 0}) sanjea Jo 18s e Buigalbe ‘diysisuped e jo uoisia 8y} Buinsind uj|  z¢
[19UN0D 8y} ulyim sdiysuoriejal buisniy pue aalisod buidojaasp 1oy siseq
8 e se pue Bupjew uoisioap 10} apinb e sk 1oe 0} sanjea paJseys s,uonesiuebio ayy Buisn| 1€
8 99JJWWOD SpJepuBlsS aAl108y8 ue bulurelurey|  0€
ue|d Aousio1y3 pue jJuswaAoidw| mau pue
sjuswabuelse 16|\ aouewIouad 10 MaIAaL ybnoiyl padojansp ao10e.d Ul SSBUBAINDBYS
8Q 0] ssauaARoayd Buuoluopy "ueld upny [enuuy ybnoiyl Buinuiuod s1vy) Bunioliuow Aqg pue ‘spiepuels [eaiyie areudoidde yum Ajwiojuod
SISeq YSl1 U0 pamalnal AjJuslind s8ssa204d pue swalsAs ¥ ul paubisap aJe sassad0.id pue swalsAs eyl ainsus 0} ade|d ul sjuswabuese BuineH| 62
slauped pue Aunwwod sy} ‘Jels ‘siequisw
yum asay} Bunesiunwwod pue ‘suoneloadxs algnd Buiospyas yeis pue uonesiueblio
/ ay1 Joj yi1oq sanjea diysiepes| Buipnjoul sanjea paseys Buiuielurew pue Buidojpaaqg| 8z
ao10e4d ul ajesado
0] @nuuod Aay} 1eyl ainsus 0} sassadoud ajendosdde aoe(d ul Buiaey pue siapjoyaxels
aJalIp yum Buijeap ul 1saJ81ul O S1OIjU09 J0 Sseiq ‘edipnfaid Aq paduanjjul Jou
/ ale |19uno) ay} Jo seakojdwa pue siaquaw jeyl ainsusd o} aoe|d ul sjuswabuelsre BuineH| /g
pajediunwwod
pue paulep aJe AuUNWWOo 8y} pue sisuped sH ‘1ouNoD 8y} USBMIS] PUE JElS
©2 0Ou 993 ¥ pue siaquiaw usamiaq Bunjiom uiol 1o} spiepuels jeyl ainsus o} 8oe|d ui sjoooloid BuineH| 9g
pajediunwwod pue paulap aJe jjels pue siaquiaul Jo paoadxa Jnoineyaq
8 [euosiad pue 1oNpuod JO SPJEpUE]S 8y} Jeyl ainsud 0} ade|d ul Jonpuo’ jo sepo) BuireH| Gz
108dsaJ pue yoddns ‘ssauuado Jo arewd
/ e Buneald Aq uonesiuebio ayl 10} suol 8y} s1es diysiepes) s,|Iouno) ayl eyl buunsug| g
sjusawwo) 91025 juaws|3| onN

v xipuaddy

anoiaeyaq ybnouay) asueusanob poob jo sanjea ayj Builesisuowap pue [1I9Uno) ay} o sanjea ay) bunowolid - ¢ ajdiduiid

80/.002 M3IAY 92UBUISA0Y [enUUY




Page 79

s9s592004d Bunjew
uoISIoap pue sainpadoid ojul ‘aansn| [einjeu pue Aljeba| ‘Aljeuoiel zia ‘me| sAleIISIUILPE
poob jo sajdiound Aey ayi Buijeibajul Jeinoied ul pue ‘me| [essusb jo sjuswalinbali

8 8y} Sk |jom sk ‘[1ouno) ay} uodn paoe(d sjuswalinbal aaie|siba| oyoads e Buiniesqo| 05
SaIUNWWOD
Sl Jo Jduaq ||n} 8y} 01 siemod a|ge|ieAr asi|iin 0} BUIALILS OS|e INg 8ULIIO0pP SaJIA BN
8 ay} ‘sjdwexa Jo} ‘Aqg 1ounon syl uo pade|d AlAlOE [NyMe| JO sHwl| 8y} Buisiubooas Ajoady| 61
Juswssasse
8 wepuadapul Jejnbal 0] 10algns SI JoMaWERIY [0JIUOD [BUJBIUI S,J1IoUN0) dy) leyl Buunsug| gy
8 SIO}ISIA pUB SI010BJIUOD ‘Jels Jo Alajes ay) buunsug| /¢
/ Kiununuod ssauisnq ainsua 0} 89e|d ul sjuswabuelie aAdaye buineH| 9y
/ uondnuilod pue pnelj Jalunod 0} sjuswabuelle aAndaye buined| Gt
$S820€ aABY [19UN0) ay} 0} pajuiodde Jo yum Builoeuod asoyl
/ [|e PUB JJBlS ‘SIa0110 ydiym 0} ‘Buimo|g-ajisiym 1oy sjuswabuelse aAnosye ade(d ul BuineH| v
8 pajowo.d S| jJuswabeuew [eloueuly punos eyl buunsug| ey
Puipueisiapun
anoidwi 0} paJsinbal uonoe - aoe|d ul aJe sjuswabuelly 9 ysu Buioueuly 1oy sjuswabuelie Jeajd pue paysi|qelsa-||om ale alay) jeyl buunsug| gt
S)Sl 8S0U} JO
uswabeuew syl INoge paulelqo aq 0} sadueInsse 10} apiaoid pue sdiysiauped jueoyiubis
€2 0uU 993 G 0] UOIIB[aJ Ul SYSU J8pISU0d Ajjeoi1oads sassaooid Juswabeuew ysu eyl buunsug| |
sqgol s1ay} Jo ued si Juswabeuew ysu 1ey) Buisiubooal sjaAg) (e 1e siebeuew pue
YA SJagqWIBW YHM ‘[1ounod 8y} Jo 84Ny nd 8y} ojul pappaquid S| Juswabeuew ysu jeyl Buunsug|  op
Ajerendoidde pasn
S| pue Bupjew UoISIDBP JO 8OUBAPE Ul [|8M PapJ0dal PUB d|ge|lBAR S| suoljeodlidwi [eioueul
8 10 [eBa| aney Jeyl asoyl Buipnjoul sienew |[e uo a2iApe jeuolissajoud Jadoud jeyl Buunsug| 6¢
(suoneandwi Jiayl pue sanssi [e2o1Uyda} Jo suoneue|dxs Jes[o
sonIb pue Ajpwi ‘lueasal si "a°1) asodind ay} 40y} 11} SI 1Byl uollew.ojul yum papiaoid ale
/ sdiysiauped s}i Jo BUO JO [IDUNOY BY} JO} JBYlayM ‘suoisiosp Bunew asoyl eyl buunsug| ge
sjureldwod yum
8 Buireap 10} aoe|d Ul 84 SjusWabueLIe 8|qISS900. pue Judiedsuel) ‘OAloaye leyl Buunsug| /¢
suonouny Aunnios
8 pue 8AIINdaXd Y} JO Juspuadapul SI YdIym 98110 IpNe aAoaye ue Bulureluiely| 9g
aonoeud
ul 8jesado 01 anuiuod Aayj 1eyl ainsus 0} sassado.d ajelidoidde Buiney pue 1salslul
8 JO s1o13u09 1sulebe seakojdwe pue siequaw pienbajes 0] aoe|d ul sjuswabueste BuineH| gg
paskeq aJe SuoISIoaP YOIYm UO SUOIJEISPISUOD PUB Seuoiiel ‘elallld ay} Buipiodal
8 puB SUOISIOap 10} 8dUBpIAS BuusWwNIOp 10} SWsIuBYdaW aAl8ye pue uado Bulurelurey| e
[lesan0 souewlopad s,)19un0D 8y} S8dUBYUD
A pue abus|jeyd aAloNIISU0D sabeinodusd Yyoiym uoiouny Aunnios aaoays ue Buluelurey| g
sjusawwo) 29109 juawsalg|( oN

v xipuaddy

ysu Buibeuew pue AuilnIos aA1}09)49 0} 193lgns ale Yyoiym suoisioap Juasedsueld) pawojul bune] - ¢ ajdiound

80/.002 M3IAY 92UBUISA0Y [enUUY




‘walsAs [esieidde yels ayi
o JO UOIEN[BAS UE SBpN[ouUl OS[e Ue|d ssauisng ‘juswdojanag
0 B Buiuue|d 9210410\ Juswajdwi 0} ueld ssauisnq aoe(d ul aJe suonoe
QO HH ayl ul papnjoul Ajuoud B - 8002 VdD WO} ooy 9 pue saibaie.is Juswdojarap asAojdwa pue Juswdojaasap Jaquialy aAllo8Yyse eyl Buunsug| /G
l@)) “(pa1ani|op ase sadInes
© Kem ay} uj JUBWSA|OAUI pUB 8dUBNjUl [1oUN0Y ay}
ol 2l0W dABY SalUNWWOD 10 Jom dy} ul d1edidiued pue 0] 81nquiuod ‘yim abebus 0] Aunwwod sy} Jo SuoIdss (.
[e007 - /| ou swodino Ajuoud ueld aleloido) Aq paiano) S woJ} sienpiaipul 8beinoous 0} paubisap ate yoiym aoe|d ul sjuswabuelie aAlosye buineH| 9g
‘[emauay dieioowaq
JO USXEMSPUN 8q 0} MSIASI B PUB PamalAal Sojj0j1iod SJogquiaw [BNPIAIPUL SH JO PUEB S]0YM B SB SA[INDSXS 8y} JO dduew.opad
‘unJ 8q o} swwelboid ssauaieme - 002 YdD WOJ} pauoioy 9 ay] Buidojanap pue Buimainal 10} aoe(d ul aJe sjuswabuelre aAllodyd 1eyl Bulnsug| GG
papaau S| 89IApe Ladxd apISINo usym asiubodal 0} pue abus|ieyd pue asiunnIds
S o1 Aljige ay1 Buipnjoul ‘eouewopad aaosdw 0} siseq Buinuiluod e uo s|ys Buidojarag|  #5
AJoA1108}40 N0 palIIED 8 0} S8|0J 8|qeUSd 0] S||IYS 8Soy} dojanap
/ 0] Juswi}iwwod e Buyew pue s1adlyo pue siaquiaw Ag palinbai s|iys sy} Buissassy| €6
[1ounod sy}
1noybnouy} poolsiapun Apadoud ase saj0J 8sayl eyl pue $9|0J J1oy} ul Aj9A1108ye wioped
8 0] Alessaoau poddns pue sa82inosal ‘s||Ijs 8yl aaey s1a21jo Aioiniels ayl eyl Buunsug| gg
SIseq Je|nbal e uo abpajmouy Jiay} aiepdn 0} SI1821J0 pue siaquiawl
8 Jo} saniunuoddo pue spasu [enpiAlpul 0] palojiel sawwelboid uononpul Buipinoid| 1S
sjusawwo) 91095 juswsa3|( oN

AjaAnoaya Jannap o} Auoeded pue Ayjiqeded
9yl aneYy os|e- s1991430 Aioinjels ay) Buipnjoul — s199130 1ey) Burinsua pue aA1103}4d aq 0} siaquiaw Jo Aujiqedes pue Auoeded ay) Buidojanaq - g ajdidulid

v xipuaddy 80/2002 MIIADY 99UBUIDIAOL) [enuuy



Page 81

(26 ou aas) uawdojpasqg

Bupjew uoISIoap Ul POA|OAUI

Q Buiuue|d 924010 \\ JO JuBWAO|BASP Ul pasSSaIppe 8 0] 9 pue pa}nsuod aJe saAleluasaldal Jiayl pue yeis moy uo Aoijod Jego e Buurelurey| 29
0s op 0} ajeudosdde pue Jadoud si 1l 818ym SBOUBISWNDAID D13108ds 80y} Ul Alljeiluspluod
aniasaid 01 paau ay} 01 Ajuo 193lgns sdiysiauned Buipnioul ‘sBulfeap sl |e ul Aouasedsuely
pue ssauuado 0} JuswHwwod & apew skey i jeyl Buunsus pue jjels s} pue siasn
/ 80IAI8S ‘AHUNWWOD 8y} 0} 8|gISS2E puB UBdO SI 8JOYM B SE |19uno) 8y} leyl Buunsug| 99
pouad snoinaid 8y} Ul SI8SN 82IAISS JO UOIOBSIIES 8y} PUB SJUSWSASIYIE
‘SOWO09]N0 S} INOCE UOIEWIOJUI SB ||oM SB sjuswaje)s [eloueuly pue sued ‘ABajess
8 ‘UOISIA S,]1IoUN0Y 8y} uo uolewJojul Buinib uejd souewiopad [enuue ue Bulysignd| 69
1nsai e se pabueyd Sey Jeym alelisuowap 0} S8a3}NSU0d
J0} wis|uBYDSW YoBgPa8) B SOPNIOUI SIY] "INOJe SI9sh 921A18s pue a1ignd ayl yum abebus
/ 10 U0 }Nsuod AjInibuiuesw M [1IDUNOY 8y} sanssi Jo sadAl syl uo Aoljod Jes|o e Bunesado| 9
spuewap bunadwod
asay] yum Buiesp 1o} sessaoo.d 1101jdxa ysijgeise pue sanuold Jusiayip aAey AHunwiwod
9} JO SUO0I10aS JuaialIp feyl asiubooal sjuswabuere asay| "AjaAnoaye Alunwwod
9G ou 99S 9 ay} Jo suonoas [je yum abebus 0} 1ouno) ayj sjqeus o} 8oe|d ui sjuswabuenre BuineH| €9
6 All[enuspiyu09 10} suoseal poob aJe aiay} ssajun a1iqnd ul sbunesw buipjoH| 29
aoe(d ul sjuswabuelse Bulioluow aAd8Yd BuiAey pue ‘SIap|oyayels Jaylo pue Aunwwod
9G ou 88s 9 8y} JO SU01108S [|B yim 82e|d Ul 8JB UOBDIUNWWOD JO S|duuByd Jea|d jeyl Buunsug| |9
8 uonouny Aunnios eyl Jo AlAnoe ayi uo podas [enuue ue buonpoid| 09
sdiysuolie|as JIdy} JO SSaUdAIN08)S By} buissesse
S pue 9|gBIUNOJJE. S| [IDUN0D B} WOYM O} SIapjoyayels [euonnyisul asoy) Buepisuo)d| 65
WIOYM 0} PUE IO} 8|QBIUNOIJE SI
/ [12UNOYD 8y} Jeym AHUNWIWOD [BOO| 8y} pUB yels si ‘uoiesiuebio syl uiyum Jeso 1 Bunfeiy| 85
sjusaWwo) 91095 jusws3|[ oN

Apgelunosoe o1jqnd |e20] }Isnqou aINsuad 0} siapjoyayels Jayjo pue ajdoad jeoso] yum buibebuz - g ajdiourd

v xipuaddy

80/.002 M3IAY 92UBUISA0Y [enUUY




Page 82

60/800¢ Buunp

‘panaA usaq

S]SaIalul JO UoNeIedap YsSaley a/eY pue S)salalul aredap 0} palinbal ale sioupny o
' (@)
Wwiou ay) SI wea) ay) UIY)IM I0M Jipne Jo uoneloy \SaIBIUI JO UONEIB[Pa  ©
‘puNoy} UdaQ Ssey lipne pue sanljigisuodsal
[euonelado usamiaq 1Salalul JO 121JU0d J8yl0 ON eNDIADUI M_Mw_mmﬂwmwﬁm_ o
19210 TSTS AindaQ se s)oe Jabeuely upny [eulsiu] o [EnpIAIRULY P bul
O9nILLIOD 1PNy eulalul Jo peay Jo wm_m..:m o
0] pue Juswabeuew 0] sweu UMO Ul dpew ale suoday © ! WO PeESY JOo SMEIS
‘(suonenbay [eroueul4 Ul paulap) MMMWMMNMO%E o
2aIWLIWoD Upny ayl ybnoayy asueusanoh yum pabieyd [euones o
9SOy} 0} SS829® 10alIp Sky Jabeue upny [eulsiu] o aouapuadapul ‘g
‘pneJy 01 uone|al
ul sanljiqisuodsal Jipne auyap adualaal JO SWId]  ©
sdiysiauped
ynum sdiysuonejal/sanijigisuodsal sdiysiaupred Aay |re Buipnjoul
apn|oul 0} JUsWpUAWE ‘suolyesiueBlo 1ayio Jo 10adsal ul sanljigisuodsal
JAMRYD IPNY 10} PadU 18pISU0D Amuapi Ajualind jou ssop JaueyD upny ayl ©
10/90/2Z UO 99NIWWOD uondnuiod pue pnel4 ©
1pny 01 Lodal ul palapisuod pue ssadsold buiuueld suonesiuehlo Jayio Jo
[enuue jo Ued se pamainal ale S|9A3| 82IN0SaY 10adsal ul saniqisuodsay o
"|0J1U09 [euJBIUI JBPIM pue Sassad0.d Juswabeuew adoss ©
3SII JUNOJJ OJUI S3XE] YoM lpne Jo 8adods  © S
80/T0/EZ uo Alloyine Ag panoidde alam Sduslgjaljosulial - ©
aoNnoeld Jo apoD uaund ayl Bundsyal Jaueyd 1pny  © 1pNy [eutalu] jo 8dods T

Juswdojanap 10} sealy

1USWAASIYIY JO 92UapIAT

plepuels spod 900¢

g Xipuaddy

80/.00Z @9uel|dWOoD JO M3IAY — }IPNY [BUISIU| 40} 82130k JO 3POD V-dID




Page 83

‘sladed aaniwwo)d

1PNy 89S "JJoMaluel) Juswabeuew ysu pue |0u0d
[eulaiul ay1 uo asuelnsse Jo uoluido pue uodai fenuue
ue sjuasald pue ‘ueld upne ay) 0} sabueyd Aressadau
Salluap! ‘YIOM JipNe [eulalul JO SWO0IIN0 8y} uo suodal

‘sbunsaw ay) spuane Jabeugy lipny [euidlu| 8yl ©
‘Bunaaw yoea
Te ssalboid sionuow pue /0/90/.Z UOo 80/,00¢ Jo} sue|d
[enuue ue aibarens ayl paroidde saniwwiod Jipny O 99NILUWOD 3PNV sl Yam
diysuonejal s lipne [euialu] o
"JusWale]S aduruIan0h [enuue ay} JO MaINDI 5ONILLO
a1 Jo} Aljigisuodsal apnpoul Aayl “(200z Arenuer oY UL 16 Mwo&:o o
Ul usxelapuUn MaIAaI 1SB]) pamalinal Ajreinbal are 1PNy st 4 d
pue panoidde Ajrewlo) usag aney adualajal Joswial © 2alwwo) 1pny v
Arenuapyuoy  ©
"2209kId J0 8p0) ay1 Jo AdoD e aAey Jjels ||V aousladwo) ©
sluswalinbal SJIY19 JO aleme apell uaaq aney Jels o Aol ©
‘payuspl
uaaq aney sjuiod juedliubis ou (sanss| asay] 190D Awbaw o
yiomauwrel) Aoualadwod pue walsAs esiesdde Jels o :soIy13 ¢

1uswdojanap 10} sealy

JUSWBASIYIY JO 82UBPIAT

plepuels spod 900¢

g Xipuaddy

80/.00Z @9uel|dWOoD JO M3IAY — }IPNY [BUISIU| 40} 82130k JO 3POD V-dID




Page 84

'SpJ093aJ AdD S.Jels [euoissajouid
Buiprebal uonisod mainay

60/800¢
Burinp suonduosap qol mainay

‘ue|d ssauisng % 216a1ens | 01 payul st ueid Buluresp o
‘ad) @19|dwod 0] palinbal ale yeis [euoissajold ©

‘(ue|d Buiures] asinIaS pue

sue|d juswdojansp [enpiAlpul 88S) palaAljap bBulaq

ale pue ssadolud (Vd@a3) fesreiddy aosuewiopad %»

wswdojana@ aakojdw3 ay1 ybnoiyl paaibe usaq aney

sue|d 1uswdojanap pue bBuluren fenpiaipu] (Xurew

1UDWISSASSE S||INS 99S) ‘pa1ojdwol sisAfeue deb e pue
passasse Uaa(q aAey saloualadwod pue S||iys [enoy ©

‘'suonduosap gol pue ylomawely Aouaradwod
3U] Ul parelodiooul pue paullIalap uaag aney
1sod yoea Jo palinbai saloualadwod pue s|s ayl ©

1awdo|anaq
pue Buiurel] ‘Buiyels -9

8002 Ainc/aunc Buunp

pa}NSU02 8 01 SPEaH d2INIBS |V
‘ue|d upne enuue ay) buidojansp
ul uoie)NSU0I Jo 8doas pualxgy

‘Aressadau
Se 1N0 paled S| slaquiaw Jo Buluren {poolsiapun
ale sanIwwo) upny ayl Jo asoyl Aenaiued
‘SIaqWIBN pue Jels Jpne [eulajul Jo sanljigisuodsal ay]  ©

‘slo1oadsul pue slole|nbal [eulalxa Yum uosiel| siaisyl ©

"SUONOUN) MBINSI
[eulaiul JaYlo Yim uaxeuapun si uonewloyul jo buueys o

‘Bujiom
juiol 1oy sanunuoddo pue ue|d uo uoneyNsuod Bulpnjoul
‘“Upne [eulalxa YIM paysljgelss suoneal bupjiom poos o

‘slapew uondnilod pue pnelj pue uawabeuew

3SI |0J3U0D [eulaiul 01 Uone|al ul JaueyD 1pny ay) pue

S8INpad0id [elourUIH ‘suonenbay [elourUIH Ul paulap
aJe Jpne [eusaiul pue siabeuew Joj sanljigisuodsay ©

“(sa]i upne uo sI 82UapIAg) lpNne yoea Jo adoods
a1 uo pue ue|d Jpne 8yl UO PaYNSU0I ale siabeuey ©

SISqUIBIN Pald3Je YIM ©

sJ010adsul
pue siolenbai JIaylo yum o

SJo)ipne [eulalxa YIm o
slo)pne [eulajul J8ylo YIim ©
Juswabeuew yum ©

sdiysuonepy g

1uswdojanap 10} sealy

JUSWBASIYIY JO 82UBPIAT

plepuels spod 900¢

g Xipuaddy

80/.00Z @9uel|dWOoD JO M3IAY — }IPNY [BUISIU| 40} 82130k JO 3POD V-dID




Page 85

sanuoud

paseq sl buluiwiaiep 01

pue Buiuue|d jrenuue 0] yoeoudde
1U31INJ JO SSBUBANIBYS MIINSY

"(£0/90/.2)
aaniwwo) 1pny ayl Agq panosdde uaaq sey ue|d ayl

"(£0/90/.2) @dMwwo)d

1UpNY 8yl 01 paniwgns ue|d [enuuy ay) uo uodal e ul
pareiodiooul sjesodoud/suonedldwi pue pasau 92IN0Ssal
a1 yum paredwod usaq aney S221N0Sal d|qe|ieAy

“JUBWISSasSSe
Sl UMO SIY 1IN0 paled ose sey oym ‘1abeueln

upny eulaiu] 8yl Ag passasse uaag sey siyl “Awioyine
ay} ul payuswsaldwi usaq sey Juswabeuew 3Su YdIym
01 Juaixa ay) 01 Bulpioaoe ajelidoidde pawaap JusIxa
ay) 01 uejd ay} Jo siseq ay) se pasn uaaq sey Jaisibal
3su aresodiod ayl -AbBarens ayl yum asuepiodde

ul pasedaid usaq sey ue|d Ipny [enuue paseq-ysu ayL

‘Jeak

yoes pamsiAal sl */0/90/L¢ d3NIWWOD 1pny sy}

AqQ panoidde Ajjew.lo} usaq sey pue adlorid Jo apod
ay) yum saldwod ueld ssauisng % o16arens upny ayl

(@]

Buluue|d pue ABarens lipny  °/

1uswdojanap 10} sealy

JUSWBASIYIY JO 82UBPIAT

plepuels spod 900¢

g Xipuaddy

80/.00Z @9uel|dWOoD JO M3IAY — }IPNY [BUISIU| 40} 82130k JO 3POD V-dID




Page 86

"1Salaul
1O S1211Ju0d [enualod pioAe 0] Se 0S Paubisse SI YIoM

‘Buiuren pue jesreidde
10} WaISAS Yd@3 s[1ounod ayl jo uonesadg =

‘suodal pue uoielUBWNIOP JipNe A3 |
MaIA3I J01IpNY [ediduld %9 Jabeuely Ipny [eulalu] =

:ybnouyy ased jeuoissajoud
anp Jojuow 0] ade[d ul aJe sassad0id mainay

19npu0d Jadoidwi Jo uondniiod ‘pnelj Jo aINSOISIq =
‘s)0e) [euaYeW |8 8SO|ISIp 0] Juawaliinbay =

:Buipnjoul ‘aled jeuoissajoid anp Joj sanijigisuodsal
[enpIAIpUI JIBY) JO areme aJe siolipne [eulaul ||v

UpNY [eulalu] Jo pesH
3} Jo sanijiqisuodsay  ©

loypne [enpiAipul
Ay Jo saniigisuodsay  ©

a9Je) |euoissajoid =ang ‘6

"(SINV 29S) "Adij0d paulap yum adueplodde
ul siebeuew arelidoidde 0] panssi ale suoday

*Aa1j0d pauyap yim asueplodde
ul (SINY) Wa1SAS 1uswabeuey 1PNy 21UOAI3|S BY] BIA
paurelal pue paurejurew aJe pasaibe suonoe pue umelp

suoisnjouod Bunioddns siaded Buppiom ayenbapy

"$s@00.1d Malnal 1pne ay) Jo Led se
pax2ayd pue palioads are siaded Buppiom Jo spiepuels

‘aslie Aay) se uawabeuew Yim passnasip ale sanss|

‘(1duenu| uo suodal jipne 2as) "uaAIb
s1 uoluido ypne ue pue pasn si yoeoidde paseq-3su v

‘(s9|I upne 88s) ‘1Upne yoes Ioj Juswabeuew
yum paaibe pue pasedaud si Jalg upne uy

(@]

suswubissy
pue Bulpioday o©

yoeouddy o
Buiuueld ©

NI0M 1PNy Buielspun ‘g

1uswdojanap 10} sealy

JUSWBASIYIY JO 82UBPIAT

plepuels spod 900¢

Xlpuaddy

80/.00Z @9uel|dWOoD JO M3IAY — }IPNY [BUISIU| 40} 82130k JO 3POD V-dID




Page 87

(awwo) Npny 03
suodai aas) Buidojanap si uoluido ayr moy Jo Buisiape
9911WIWOD HPNY 8y} 0} payiwgns ate syodas weu|  ©

'sanssl| ueoliubis siybiybiy odasayy o

"110dal
BU1 Ul 1n0 18S S| paseq Sl uoluldo ay) YoIym uo ylom ayl ©

uoluido 1ey) 01 suonealifenb Aue pue JusWUOIIAUD
[0U02 8yl uo uoluido ay) sepnpoul Jodasayy ©

"(£0/90/L2)
aanIWWo) NpnNY 8yl 01 pajuasald si uswalels
adueulanob enuue ay) uoddns 01 odal lenuue uy  ©

‘'suonoe paalbe Jo Alaniep ayl
10 1yB1] 8y1 Ul pasinal sI uoluido ay) ‘Alessadau aleyp\  ©

(@a1wwo0) 1pny 01 suodal 9as) ajendoldde se
pasn SI pue paulyap usaq sey ainpadold uoneedss uy O

suonoe
paaibe Jo AlaAlap ayy uo siabeuew wolj ybnos
saoueInsse pue pansind si swwelboid dn-mojoly ©

laBeuew Xs1i 0] paliajal ale sanss| ‘Alessadau aleypy  ©
siabeuew ajendoidde 0] panssi ale suoday ©

apew suonepuswwWodal 01 asuodsal ul pasibe sue|d
uonoe pue Juswabeuew YIm passnasip ale suodal
yelqg "su 0) Buipioooe papelb ale suonoe paalby ©

uodal Ul 1no 18s siypne Jo 8dods  ©

ABojopoylaw panoidde Buisn ‘s|0u0D pue Sysl
0] uone|al ul uoluido aguelinsse ue aAlb suodalpny o

Buniodal enuuy ©
3Jom Jpne uo Buioday o
Bunioday ‘01

1uswdojanap 10} sealy

JUSWBASIYIY JO 82UBPIAT

plepuels spod 900¢

g Xipuaddy

80/.00Z @9uel|dWOoD JO M3IAY — }IPNY [BUISIU| 40} 82130k JO 3POD V-dID




Page 88

"8apod
ay1 1surebe Alfenb Jo mainal yidap
-ul o1polad e 10} pasu JapISuod

V| Jo} yiomawrely Juswabeuew
aouewlouad Mainay

sainpadsouid/yoeoidde
ul sabueyo 1uadal
109]J8J 0] [enueW JIpNe MalAay

gOENET
Juswabeuew 8as) “Jolpne |eulalxa ayl Agq usyeuspun
S| 1ipne [eulalul Jo YI0M 8] JO JUBWISSSSSE [enuue Uy ©

*(20/90//2) Modal renuue Ul pasuewwnS ale pue
suodal [eul} yim panss| are SASAINS uonoesiies Jual))  ©

pne yoes 10} $sad0id mainal wealisurew
10 ued se Jojpny edidulid pue Jabeuep 1pny
[euialu] ay1 Aq uaxeuspun si malnal Allenb reusslu) o

"(L0/90/.2)
uodal fenuue syl ul d81IWIWIOYD 1PNy 01 pauodal
S)|nsal pue pauyap ale salnsesw aduewlolsad ©

uoisinladns arenbape si alay) 1eYy1 0s pue
paJinbai xiw s||is ayr 01 Buipiodoe paubisse ale supny
[enuew lipne Ue Ul paulap ale sainpadold pue saIlod ©

90IAISS Jipne
[eulalul 8yl JO SSBUBAIOBYD
pue aosuewlodd ©

3Iom
1pne Jo aouelnsse Alend o

SSauaAoaya pue Alljenb
‘@ouewlopad jo saidioulld  ©

SSaUaAI08)]
pue Aljend ‘souewloliad ‘TT

1uswdojanap 10} sealy

JUSWBASIYIY JO 82UBPIAT

plepuels spod 900¢

g Xipuaddy

80/.00Z @9uel|dWOoD JO M3IAY — }IPNY [BUISIU| 40} 82130k JO 3POD V-dID




Page 89

219 ‘uswabeuew

3su ‘uondnuiod 7 pnel) ‘68
‘sanssi a1e10d102 Buiprebal
Ao1gnd pue uoneonpa

ul 3|01 | Japisuo)d

‘siseq
20y pe uo pue ueld ul paynuapi s1aloud aoads suoddns
pue 1sanbai uo adinpe pue djay sapiroid Jpne [eusaiu|

‘'suonehijgo renpialpul pue sjeob pareys
puelsiapun 0} Salepunoq [euldlxa pue [eusaiul
ssoJoe Buppiom ‘dojansp Aay se syoaloud

pue sjuswanoidwi 82IAI3S Ul PAAJOAUI @G

‘'sawiwrelboud Juswdojanap
pue sue|d ainny ul SIy)
109|Ja1 pur UONNQLIUOD S,Y|
10 ainyeu pue adoos malnay

ANunuod ssauisnq ‘syjuswabuelle
diysiaunred ‘quswabeuew 199foid 68 “lom arelodiod ose
pue sjuswubisse Jpne [enpiAipul ybnoiyl paressuowaq

‘'saA0alqo su Buinaiyoe
ul uonesiueblo ay] I1sISSe pue anjeA ppy

M3IASI
aourUIan0b 60/300Z aY1 10}
siuswabuelre Buidojonap
Ul SaNssI [ealy1a Iapisuo)d

‘abureyd 1o} 1sAe1es aq Aew sjuawubisse fenpiaipu|
"SOIY1S

pue juswabeuew Ysi ‘MalAal adueulanob arelodiod se
yons suswdojanap arelodiod 1oj Jipne Jo ajol aAnioddns

‘uonesiuebhlio ayy
0 Ueay ay) 1e abueyd 1o} 1sAjered e se usss ag

"Joadse siy) aoueyuS ||IM
S1019841Q 79 SPEaH 92INIBS
YlIM uone}Nsuoo Iajeals

"SaAN08(q0 89S0y JO 1uBWaA3IYdR

ay) 01 Sysu Ayuapl syuswubisse lpne fenpiAipu|
"S9AI03[q0 S, AIoyINe 8y} 01 UoNR|aJ Ul 3dURINSSE
apino.d |jim 3iom 1ipne moy sarensuowsp ueld upne ayl

‘'saAndalqo pue
spaau Sl ‘uonesiuebio ajoym ayl spuelsiapun

‘ueld
1pne jeusaiul ayl Buuedald usym Junodde olul SIyl sayel
pue aJuerINSSE JO S82IN0S JaY10 Saljnuapl lipne [eulaiu]

‘KBuipiodoe yiom sy sueld
pue aJueINSSe JO S324N0S JaY10 s,uonesiueblo
3y 01 10adsal ul uonisod s1I spueISIapun V|

‘pasieal Buiaq ate sjuawanoidwi moy pue

papinoid aourINSSE JO [9A3] Y] 91RISUOWSP JUSWaIR]S
aoueINsse pue uodal fenuue ay) Ul pasUeWWNS pue
2aNIWLWOoD 1PNy Yyoes 01 pauodal YI0M lipne Jo S)Nsay

‘Buinoidwi

aJe Juawabeuew sl JO SpJepuels 1ey) pue
punoS S| }Jomauwel) [0J1U0D BY) eyl adueInsse
sapinoid YoM S]I eyl alesisuowap ued v|

Juswdolanap I0} sealy

lusWwaAalyde JO adUapINng

,SSBUBAI108449, 10 2l1SlI810eIRYD

g xipuaddy

SSaUBAI109)) JO SOl1SIIa10RIBYD JO M3IASY — 1IPNY [eulalu]




Page 90

'S|IMs 1s1eroads Burninbai seare Buipnjoul ‘a21nosal
1IpNe JO S32IN0S aAlRUIS)E 0] USAID SI UoIRISPISUOD
BuloBuQ -ssadoud ue|d [enuuy pue ssauisng

® oIBa1enS ay] Ul passalppe ale Sanss| 82I1N0say

‘Apuelsuod abueyo

[le siuawalinbai asualladxa/suonealjijenb
pue wsljeloads ‘Auoeded ‘Xiw S||IqS

ay1 — a|ge|ieAe ale s82In0sal 1ybil syl ainsugy

‘slebeuew 1sbuowe

JUBWUOIIAUS |011U02 8yl Jo diysiaumo Buibeinosua
Agalay) ‘sysu abeuew 0] suonoe Buidojonap ul siabeuew
Buibebus pue sysi uo Buisnaoy Aq siuawabuelre Buniodal
Sl 01 yoeoudde anireAouUl UR USR] SBY lipne [eulalu|

‘Ao1jod pue swalsAs ‘sassadoud jo diysiaumo
aye) 0] siabeuew adinias Buibeinoous

pue uonepijfeA pue uondadsul [eusaiul Buipinoid
‘uonesiuehlo ay) Jo sprepuels pue sanjea

ay1 Buideys — Buibuajreys pue aAneAouul ag

siabeuew
92IAIBS YlIIM UOIe)NSU0D
Japim ybnoiy: dojanaq

‘Aoyine ea0] ay jo sued Jayio 01 abpajmou

SIY} Sa1eUIWBSSIP pue adueulanob arelodiod pue
Bswabeuew Xsu ‘sypne 3 S8dIAIS a8y} ul Sjuswdojanap
M3U JO SSaualeme surejuiew uondas ypne ay
‘paJIapIsSu0d ale epuabe [euoneu ayl uo

sabueys ue|d ayy Bunenw.oy ul pue sysi BulAlnuapr usymn

"10edwi su pue epuabe [euoijeu
3y} Jo aleme pue aq 031 saysim uonesiueblo
ay} aiaym Buimouy — Buyoo| premio} ag

Juswdolanap I0} sealy

lusWwaAalyde JO adUapINng

,SSBUBAI108449, 10 2l1SlI810eIRYD

g xipuaddy

SSaUBAI109)) JO SOl1SIIa10RIBYD JO M3IASY — 1IPNY [eulalu]




Page 91
Appendix C

LANCASTER CITY COUNCIL
ANNUAL GOVERNANCE STATEMENT 2007/08
Draft Version 0.02

SCOPE OF RESPONSIBILITY

Lancaster City 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. The 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, Lancaster City Council is responsible for putting in
place proper arrangements for the governance of its affairs and for ensuring that there is a
sound system of internal control which facilitates the effective exercise of its functions and
which includes arrangements for the management of risk.

Lancaster City Council has approved and adopted a Code of Corporate Governance, which
is consistent with the principles of the CIPFA/ISOLACE Framework Good Governance in
Local Government. A copy of the code is on our website or can be obtained from the
Internal Audit Manager, Town Hall, Dalton Square, Lancaster, LA1 1PJ.

This statement explains how Lancaster City Council has complied with the code and also
meets the requirements of regulation 4 of the Accounts and Audit Regulations 2003 (as
amended) in relation to the publication of a statement on internal control.

THE PURPOSE OF THE GOVERNANCE FRAMEWORK

The governance framework comprises the systems and processes for the direction and
control of the authority and its activities through which it accounts to, engages with and
leads the community.

The system of internal control is a significant part of that framework and is designed to
manage risk to a reasonable level. It cannot eliminate all risk of failure to achieve policies,
aims and objectives and can therefore only provide reasonable and not absolute assurance
of effectiveness. The system of internal control is based on an ongoing process designed
to identify and prioritise the risks to the achievement of Lancaster City Council’s 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.

The governance framework has been in place at Lancaster City Council for the year ended
31 March 2008 and up to the date of approval of the Annual Governance Statement and
the Statement of Accounts.
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THE GOVERNANCE ENVIRONMENT

The following paragraphs set out the key elements of the Council’'s governance
arrangements as incorporated in the Code of Corporate Governance:

The Council reviews its vision for the local area annually in the context of the Local
Strategic Partnership’s Community Strategy and through direct consultation with the
community. The Council’s vision, priorities and objectives are brought together and
published in the three-year Corporate Plan.

The Council's performance management framework is established to measure and
monitor the quality of services for users and to ensure that they are delivered in
accordance with the authority’s objectives.. Performance is driven by the Corporate Plan
priorities and objectives, which are in turn cascaded into Service business plans and
individual employee appraisals and action plans.

Performance is actively managed by the executive through the Performance
Management Group and quarterly Performance Review Team meetings and is subject
to review and challenge by the overview & scrutiny function via the Budget &
Performance Panel.

The Council seeks to ensure the economical, effective and efficient use of resources
and continuous improvement in the way in which it exercises its functions, through
reviews carried out by Cabinet’s Star Chamber, the Overview and Scrutiny function,
Internal Audit and those conducted by our external auditors and other external
agencies.

The Council’'s Constitution is the keystone to establishing the roles and responsibilities
of the executive, non-executive, scrutiny and officer functions. The Constitution sets out
how we operate, how decisions are made and the procedures followed to ensure that
these are efficient, transparent and accountable to local people.

The Council’'s commitment to high standards of conduct and integrity is supported by
our established codes of conduct for employees and elected Members. Standards of
probity are maintained through our Anti-Fraud and Corruption Policy and Strategy, the
Whistleblowing Policy and the Council’s Comments, Compliments and Complaints
Policy.

The Head of Financial Services has statutory responsibility for the financial
administration and stewardship of the Council, in accordance with Section 151 of the
Local Government Act 1972.

The Council adopts an annually reviewed three-year Medium Term Financial Strategy to
inform and support the Council’s key priorities and objectives. The financial
management and scheme of delegation of the Council is conducted in accordance with
rules set out in the Financial Regulations and Procedures within the Constitution. Key
financial systems are documented to define how decisions are taken and the processes
and controls required to manage risks.

The Council’'s Audit Committee is established to monitor the effectiveness of risk and
financial management arrangements and undertakes all recognised core functions of an
audit committee.
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e The Head of Legal and Human Resources Services is the Council’s designated
Monitoring Officer, with responsibility for promoting and maintaining high standards of
conduct and for ensuring compliance with established policies, procedures, laws and
regulations. The Monitoring Officer is required to report any actual or potential breaches
of the law or maladministration to full Council and supports the Standards Committee in
its function of promoting and maintaining high standards of conduct of Councillors and
co-opted Members.

o The facilitation of policy and decision making, in line with the Council’s overall budget
and policy framework, is established through the Council's Cabinet, with any key
decisions (as defined in the Constitution) outside of this framework being referred to the
Council as a whole. The Council publishes a Forward Plan containing details of key
decisions made on behalf of the Council by Cabinet and by senior officers under their
delegated powers.

¢ In taking decisions, compliance with relevant laws and regulations and with internal
policies and procedures is promoted through a requirement for views to be obtained
from relevant officers, including the Monitoring Officer and statutory Financial Officer.

e Processes are in place to identify the development needs of both elected members and
officers. Corporate training programmes are developed and delivered annually in
addition to individual service training budgets to meet more specific, specialist needs.

e The Code of Corporate Governance sets out the Council's commitment and approach to
incorporating good governance arrangements in respect of its significant partnerships.

e The Council's Risk Management Policy and Strategy sets out the framewaork for
managing risk throughout the Council. Senior officers of the Council have primary
responsibility to effectively manage strategic and operational business risks relating to
their service areas. The Risk Management Steering Group oversees and promotes risk
management practices and the Council’'s Audit Committee is responsible for monitoring
the effectiveness of risk management within the Authority.

e The Council’s Internal Audit service operates to the standards set out in the ‘CIPFA
Code of Practice for Internal Audit in Local Government 2006’ and the Council has
established an objective and professional relationship with its external auditors and
other statutory inspectors.

REVIEW OF EFFECTIVENESS

Lancaster City 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 Head of Internal Audit's annual report, and also by comments made by
the external auditors and other review agencies and inspectorates.
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The following are the main processes applied in maintaining and reviewing the
effectiveness of the systems of internal control and governance:

The Audit Committee and the Head of Legal and HR Services, in her role as the
Council’s Monitoring Officer, have a duty to monitor and review the operation of the
Constitution to ensure that its aims and principles are given full effect. A function of full
Council is to adopt and change the Constitution following recommendation(s) from the
Monitoring Officer and/or Audit Committee

The Council’'s Overview and Scrutiny Committee has responsibility to consider and, if
necessary, ‘call-in’ decisions made by Cabinet and the Budget and Performance Panel
reviews the Council’s budget and performance at both a strategic and service level.

The effectiveness of performance management arrangements is monitored by the
executive, via quarterly Performance Review Team meetings and is reviewed by the
overview and scrutiny function via the Budget & Performance Panel.

The Council's Standards Committee, chaired by one of three independent
representatives, is responsible for promoting, reviewing and monitoring adherence with
standards of conduct for elected members. The Committee conducts hearings in
respect of any matters referred to it by the Standards Board for local determination.

The Audit Committee has responsibility for reviewing the Code of Corporate
Governance and the adequacy of internal controls and risk management arrangements.
It also monitors the performance and effectiveness of Internal Audit and agrees and
monitors the external audit plan

Internal Audit is responsible for providing assurance on the effectiveness of the
Council's systems of internal control, including arrangements for risk management and
governance. Internal Audit’s role is to assist managers by evaluating the control
environment, providing assurance wherever possible and agreeing actions to optimise
levels of control. The Council’'s external auditors place reliance on the work of Internal
Audit in fulfilling their statutory duties and regularly inspect Internal Audit work

The Internal Audit Manager is responsible for submitting an annual report to the Audit
Committee detailing the performance of Internal Audit for the previous financial year,
and giving an opinion on the effectiveness of the Council’s systems of internal control.

During 2007/08 the Audit Commission undertook, at the Council’s request, a review of
its Comprehensive Performance Assessment (CPA). This resulted in the Council being
assessed as ‘Good’ (the second highest rating) compared with ‘Fair’ when the previous
assessment was made in 2004. Notwithstanding this improvement, the review identified
further areas for improvement which are to be addressed through the implementation of
the Corporate/Service Business Plans.

In April 2008, the Audit Commission, in its Annual Audit Letter, reported that the Council
had strengthened its arrangements in a range of areas, including financial management,
risk management and scrutiny. The Commission concluded that the Council had
adequate arrangements in place for securing value for money. The Commission’s
views drew on assessments of the Council’s “Direction of Travel” and its “Use of
Resources”, in which it judged us to be “consistently above minimum requirements —
performing well”.

We have been advised on the implications of the result of the review of the effectiveness of
the governance framework and system of internal control and arrangements to address
weaknesses and ensure continuous improvement of the system are incorporated in the
Council’'s improvement plans.
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SIGNIFICANT GOVERNANCE ISSUES

Work carried out by both our external and internal auditors has indicated that effective
internal financial controls exist within the Council’s main financial systems to ensure the
accuracy and integrity of the information they provide and no significant control
weaknesses have been brought to our attention.

From assurances provided from the review of the effectiveness of our systems of the
corporate governance framework and system of internal control, it is our opinion that they
accord with proper practice and are working effectively.

Whilst the Council has received praise from the Audit Commission and other external
inspectors and peers we recognise that more needs to be done in order to address any
significant issues affecting the Council and to .ensure continuous improvement of our
governance controls, and to that end we will:

e Improve decision making by undertaking a review of executive portfolios and
Democratic Renewal and by reviewing and further developing the Council’s
performance management arrangements.

e Continue to improve the Value for Money we and our key partnerships provide,
through the implementation of a Corporate Improvement and Efficiency Plan.

e Continue to strengthen our delivery of customer-focussed services by continuing
the programme of service integration into our Customer Service Centres and by
continuing to improve how we undertake consultation and community engagement,
thereby contributing to more focussed business planning and allocation of resources.

e Continue to develop the effectiveness of our partnership working through
implementation of a structured approach to reviewing and evaluating governance
arrangements in relation to our key partnerships.

e Improve the measurement and monitoring of the environmental impact of our
policies, plans and decisions.

e Strengthen the capacity to deliver and improve services through the implementation
of a Workforce Planning and Development Strategy and improving the Council's
programme management arrangements.

We propose over the coming year to take steps to address the above matters to further
enhance our governance arrangements. We are satisfied that these steps will address the
need for improvements that were identified in our review of effectiveness and will monitor
their implementation and operation as part of our next annual review.

J R Mace M Cullinan

Leader of the Council Chief Executive

S Taylor N Muschamp

Head of Legal and HR Services Head of Financial Services

Monitoring Officer (Section 151 Officer)
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AUDIT COMMITTEE

Internal Audit Strategic & Annual Plans

25 June 2008

Report of Internal Audit Manager

PURPOSE OF REPORT

To seek the Committee’s approval for a proposed three-year Internal Audit Strategic Plan

and Annual Operational Plan for 2008/09

This report is public

RECOMMENDATIONS
1. That the Internal Audit Strategic Plan be approved.
2. That the Internal Audit Annual Operational Plan for 2008/09 be approved.

1.0 Introduction

1.1 The terms of reference of the Audit Committee include: “To approve Internal Audit
strategic plans and the Annual Internal Audit Plan” (the Constitution, part 3 section 8,
TOR 11).

1.2 The Code of Practice for Internal Audit specifies that “the Head of Internal Audit
must produce an audit strategy; this is the high-level statement of how the internal
audit service will be delivered and developed in accordance with its terms of
reference and how it links to the organisational objectives and priorities.”

The Code also specifies that “the Head of Internal Audit should prepare a risk-based
plan designed to implement the audit strategy

2.0 Proposal Details
Internal Audit Strategic and Business Plan 2008/09 to 2010/11

2.1 The Internal Audit Business and Strategic Plan (attached at Appendix A) has again
been developed using the Council’'s template for its service business plans, but
extended to incorporate two further elements of internal audit strategy as set out in
the Code of Practice, viz:

! Code of Practice for Internal Audit in Local Government in the United Kingdom (CIPFA 2006)
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¢ How the Internal Audit Manager will form and evidence his opinion on the control
environment to support the annual Statement on Internal Control;

e How internal audit will identify and address significant local and national issues
and risks

Internal Audit Annual Plan 2008/09

The draft Internal Audit Annual Plan attached at Appendix B is designed, as required
by the Code of Practice, to implement the internal audit strategy. The plan has been
developed along the same lines at that for the 2007/08 year and retains the following
features:

e Being explicit about which elements of work are intended to provide assurance to
support the overall annual opinion on the internal control environment;

e Being more explicit about the resources to be devoted to other “support” work
aimed at helping the Council’s ongoing improvement programme. The proposed
plan for 2008/09 includes an increased allocation of resources (100 days) to be
devoted to supporting developments in the Council's arrangements for securing
efficiency and Value For Money;

e Providing for a rolling programme of audit work to be operated within the plan
which will provide greater flexibility and responsiveness to changes in the risk
environment, and any emerging demands for internal audit assurance work.

This approach to the annual plan will be supported by a more detailed programme of
audit assignments and this will be reported to each meeting of the Audit Committee.
The approach is designed to enable greater flexibility in selecting, scoping and
budgeting for specific audits, thus giving more effective audit coverage and
assurance. This approach was introduced last year and the results are set out in the
Internal Audit Annual report elsewhere on the agenda. It is felt that during the year,
the approach began to achieve a more focused, varied and flexible plan. It is
expected that, following the production of 2008/09 Service Business Plans,
consultation with Service Heads and Management Team will help take this a step
further. The effectiveness of the approach will be monitored through the year and
any issues reported to the Committee as part of regular monitoring.

The annual plan for 2008/09 is based on available resources of 870 audit days, this
being delivered by the in-house team of 4.8 FTE staff. No account has been taken at
this stage of the potential for the use of consultancy services and/or other forms of
collaboration. A review is to be undertaken during the year which will consider all
such aspects of service provision.

Details of Consultation

No specific consultation has been undertaken in compiling this report.
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Options and Options Analysis (including risk assessment)

The proposal is that the Committee approves both the draft Internal Audit Strategic
and Business Plan 2008/09 to 2010/11 and the Internal Audit Annual Plan for
2008/09. No alternative options are identified.

Conclusion

Audit Strategy and Planning are key elements in the provision of an effective internal
audit service, as demonstrated by their prominence in the Code of Practice. The
proposed internal audit strategy and annual plan seek to establish a firm platform for
the ongoing effectiveness and improvement of the Council’s internal audit service.

CONCLUSION OF IMPACT ASSESSMENT
(including Diversity, Human Rights, Community Safety, Sustainability and Rural
Proofing)

This report has no direct impact on these areas.

FINANCIAL IMPLICATIONS

None arising from this report.

SECTION 151 OFFICER’S COMMENTS

The s151 Officer has been consulted and has no further comments.

LEGAL IMPLICATIONS

None arising from this report

MONITORING OFFICER'S COMMENTS

The Monitoring Officer has been consulted and has no further comments.

BACKGROUND PAPERS Contact Officer: Derek Whiteway

Telephone: 01524 582045
E-mail: dwhiteway@Ilancaster.gov.uk
Ref: aud/ctte/aud/0809/25June08
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LANCASTER
CITY COUNCIL

Promoting City, Coast & Countryside

LANCASTER CITY COUNCIL
INTERNAL AUDIT
BUSINESS AND STRATEGIC PLAN

2008/09 T0 2010/11

SUBMITTED TO AUDIT COMMITTEE 25/06/08

PREPARED BY THE INTERNAL AUDIT MANAGER

May 2008
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Introduction

This Strategy fulfils the requirement in Standard 7 of the 2006 CIPFA Code of Practice! to have an
audit strategy. The strategy is the high level statement of how the Internal Audit service will be
delivered and developed in accordance with its approved terms of reference (Audit Charter) and
how it links to the Council’s organisational objectives and priorities.

The Strategy is designed to complement and dovetail with the wider Financial Services’ Business
Plan which forms the basis for Service level monitoring and reporting on performance.

The Strategy sets out the short and medium term objectives of the Internal Audit function and
describes how internal audit will be organised and managed in order to meet those objectives and
make an effective contribution to the Organisation.

Service Purpose

To help improve, and provide independent assurance as to, the effectiveness of the Council's
operations.

Strategic Aims & Objectives

¢ To continue to develop the scope and robustness of Internal Audit's assurance work.
¢ To support the Council achieving value for money in service delivery.

¢ To contribute to improving standards of internal control and governance within the
authority and its key partnerships.

¢ To meet and exceed existing and emerging professional standards

! Code of Practice for Internal Audit in Local Government in the United Kingdom, 2006
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Situational and Risk Analysis

Services provided

2007/08 Plan 2010/11 Target
Work Area Days % Days %
Assurance work, covering:

o Core Financial systems 100 11.9 100 11.5

o Core Management arrangements 120 14.3 125 14.4

o Core Operational systems, including ICT

systems (now covered under other 70 8.3 - -
headings)

o Other systems, projects and management

arrangements (based on quarterly review 200 23.8 250 28.7
of risk and the assurance framework)

o Follow-up work 70 8.3 45 5.2
Sub-Total, Assurance Work 560 66.6 520 59.8
Ad-hoc advice 60 7.2 60 6.9
Support (general and project support) 65 7.7 45 5.2
Efficiency & VFM 30 3.6 100 11.5
Investigations contingency 35 4.2 35 4.0
Planning & Monitoring 45 5.4 60 6.9
Non-audit duties 5 0.6 10 11
General contingency 40 4.7 40 4.6
Totals 840 100.0 870 100.0

Customers and Stakeholders

* The Audit Committee

= Chief Financial (s151) Officer

= Chief Executive

= Corporate Directors, Service Heads and Service Managers
= Council

*» The Executive Function (Cabinet)

*» The Overview & Scrutiny Function (Review Boards)

» The External Auditor (KPMG)

= Other Review Agencies (e.g. BV Inspectorate, Benefit Fraud Inspectorate, Audit
Commission)
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Internal Audit Opinion

Internal Audit opinion will be formed through:

e Continued development of the Council’s Internal Control and Corporate Governance
(IC&CG) Framework.

e Identification of other potential sources of assurance in the coming periods

e Liaison with other assurance providers, especially the Council’s external auditors in
planning assurance activity

e Clear identification of the extent and objectives of assurance work in operational audit
plans and in individual assignments

e Adopting a clear and consistent approach to providing an assurance opinion in each
individual audit report, these being combined to inform a clear and evidence-based annual
internal control opinion.

e Assurance work planned on the basis of existing/updated and new risk assessments as
necessary, structured consultation with Directors and Service Heads, plus
outstanding/ongoing areas of concern as identified in previous reviews of the IC&CG
framework

Opinion work will seek to cover the full range of internal control and corporate governance
considerations. The scope of Internal Audit plans will include all significant systems, these being
covered on a risk-basis. Annual Plans will provide for regular coverage of key core systems,
which will include:

e Financial (Creditors, Debtors, Payroll, Council Tax, Non-Domestic Rates, Housing Rents,
Treasury Management)

e Corporate (performance management, risk management, HR management, information
management, communications, emergency & business continuity planning, etc)

Identifying and accommodating significant local and national issues

Emerging local and national issues that might warrant Internal Audit attention will primarily be
identified by Internal Audit’s contributing to the development, updating and monitoring of the
Assurance Framework and corporate Risk Registers and through consultation with Directors and
Service Heads. This will seek to ensure that significant risks are adequately identified, assessed
and evaluated in terms of the level of assurance deemed necessary and already available, and
will involve:

e Tracking corporate policy/priority developments and the decisions taken by the authority’s
decision-making bodies (Council, Cabinet and the various statutory and regulatory
committees)

e Regular consultation with Service managers and the Corporate Management Team
e Regular liaison with other review bodies, especially the Council’s external auditor

e Liaison with/considering the approach and work programmes of other internal review
bodies, for example Overview & Scrutiny

e Close working relationship with the corporate risk management function to identify
significant emerging/developing risks

e Maintaining a professional focus and taking advantage of opportunities for professional
updates/development, including CPD where appropriate.
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In line with the above, annual Internal Audit Plans will provide for a programme of work to be
developed on a rolling basis to reflect significant risks and assurance needs identified through the
review of the Assurance Framework.

Internal Audit coverage of such issues may involve any one, or a combination of the following:

e A specific piece of Internal Audit assurance work
o Efficiency/VIM or Support work directed at improving existing arrangements

e Contributing to corporate groups/projects (officer and/or Member based) established to
consider the approach to such issues

Resources
Days provided per
In-House team (4.81 fte), consisting of: SCP annum (2008/09 to
2010/11)
Internal Audit Manager 44-47 160
Principal Auditor 38-41 180
Senior Auditor x2 14-34* 380
Assistant Auditor (0.81 fte) 14-34* 150
Sub-Total 870
Bought-in resources — to be reviewed during i
2008/09
Total resources 870
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Performance Measurement and Management

The service operates to the CIPFA Code of Practice for Internal Audit (2006) which is established
as “proper practice” by the Accounts & Audit Regulations.

All aspects of the service are assessed directly by the Council’'s external auditors as part of a
three-yearly detailed review based on the Code of Practice. The most recent review was
undertaken during the 2005/06 audit and reported to Audit Committee on 20 September 2006. A
similar review is to be undertaken in June 2008 by the Council’'s newly appointed auditors, KPMG
for the 2007/08 audit year.

During years when a detailed review is not scheduled, the external auditor undertakes an
overview of Internal Audit and comments on the extent to which he is able to rely on Internal
Audit's work. This will be supplemented by an internal self-assessment against the Code of
Practice or alternatively through peer review by arrangement with another District Council.

Additionally, the effectiveness of Internal Audit and particularly its relationship with the Council’s
Audit Committee is reviewed in the annual “Use of Resources” Key Line of Enquiry (KLOE)
regarding Internal Control.

To monitor performance against key service objectives and the standards established in the Code
of Practice, performance indicators have been developed as set out in the detailed Business Plan

Training and Development

An Internal Audit Competency Framework is in place, which sets out the knowledge, skills and
behaviour expected of the various positions within the section. As well as ensuring ongoing
review of performance and development, the framework, in tandem with job descriptions, informs
the established Employee Development and Performance Appraisal process.

Any shortages of particular skills to accommodate specific pieces of audit work are addressed in
considering the source and nature of bought-in resources.

In any work arrangement involving other parties, any opportunities for joint working and skills
transference (both ways) to take place will be considered.

Internal Audit’s training plan is incorporated in Financial Service’s full training plan for 2008/09. In
total, the service has been allocated £9,100 for training in 2008/09.
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Future Development and Risk Analysis (To be focused on athree year horizon)

Development Areas

Further review and development of the assurance framework leading to improved and better
evidenced provision of assurance from internal audit work and other assurance sources.

Use of Resources and Comprehensive Area Assessment (CAA) — contributing to an annual
improvement in the Council’'s Use of Resources assessment and the Council’s contribution
to Comprehensive Area Assessments.

Increased focus on efficiency, VIM and business improvement. Need to clarify the nature
and scope of Internal Audit staff involvement and establish clearly the boundaries between
proactive work and the independent assurance function

Continuing and increasing focus on the governance and performance of the Council’'s main
partnerships, connected with the introduction of the CAA.

Staffing considerations — continuing to review service delivery options and the scope for
collaboration with other organisations and service providers. Continue to develop
performance measurement and management within the service.

Risks Mitigation options
= Requirement to cover responsive work = Consider alternative approaches to
(investigations, etc) affects ability to resourcing responsive work
deliver planned work. » Review potential uses of existing
consultancy budget.
= Too great an involvement in corporate = ]A plans to more clearly set out the
development areas could undermine IA’s boundaries of assurance and corporate
independence and devalue the assurance “support” work.
function. = Nature and scope of IA involvement in
proactive work to be clearly defined.
= Lack of status/profile within the = |A Manager to consult more widely and
organisation, hindering the ability to make actively in developing and implementing 1A
a meaningful and effective contribution. plans.
= Lack of skills to undertake specific pieces = Continuing development of staff in line
of work. with the adopted competency framework

and EDPA process.

» Further evaluation of alternative service
delivery options, including collaboration
with other LA’s and services provided by
consultancy bodies.

Loss of reputation/standing through an » Further development of a clear
inability to demonstrate standards of performance management framework,
performance. emanating from the 1A Strategy, including

a manageable range of meaningful
performance indicators

= Comparison with other providers through
benchmarking activities, market testing of
particular service elements, and through
ongoing professional updates

» Revised customer feedback arrangements
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Internal Audit Annual Plan 2008/09

Appendix B

Area of Work

Planned Days

Planned Output

1. ASSURANCE WORK

CORE FINANCIAL SYSTEMS

Main Accounting

Asset Management

Fraud & Corruption

Payroll

Ordering & Payments

Sundry Debtors

Income Management

Treasury Management

Council Tax

Housing Benefit & Council Tax Benefit

National Non-Domestic Rates

Housing Rents

100

8 - 10 reports and
assurance
opinions

CORE MANAGEMENT ARRANGEMENTS (including:)

Financial Management

Performance Management

Human Resource Management

Risk Management

Information Management

Corporate Governance

Partnership Arrangements

Procurement & Contract Management

Project and Programme Management

125

8 - 10 reports and
assurance
opinions

RISK BASED ASSURANCE WORK PROGRAMME

Covering projects, non-core financial, operational and
managerial systems, based on a quarterly review of risk and the

assurance framework.

250

19 - 25 reports
and assurance
opinions

FOLLOW-UP REVIEWS

45

SUB-TOTAL — ASSURANCE WORK

520

2. CONSULTANCY WORK

Ad-Hoc Advice

60

Efficiency & VM

100

Support Work (projects and other support)

45

3. OTHER

Non Audit Duties

10

4. AUDIT MANAGEMENT

Planning, Monitoring and Committee Work

60

5. CONTINGENCIES

Investigations

35

General Contingency

40

TOTAL

870
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