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AGENDA PAPERS FOR

ACCOUNTS AND AUDIT COMMITTEE 

Date:  Wednesday, 21st November 2012 

Time: 6.30 p.m.
Place: Room 10, Ground Floor, Quay West, Trafford Wharf Road,

Trafford Park, Manchester M17 1HH
	
	A G E N D A                      PART I
	Enclosure
No.
	Proper Officer

under L.G.A., 1972, S.100D (background papers):



	1.
	ATTENDANCES

To note attendances, including Officers and any apologies for absence.


	
	

	2.
	MINUTES

To receive and if so determined, to approve as a correct record the Minutes of the meeting held on 26th September 2012.
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	3.
	AUDIT AND ASSURANCE REPORT FOR THE PERIOD JULY TO SEPTEMBER 2012
To note a report of the Audit and Assurance Manager.
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	4.
	ANNUAL AUDIT LETTER 2011/12
To consider the External Auditor’s Annual Audit Letter summarising the 2011/12 audit of the Council.
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	5.
	ANTI-FRAUD AND CORRUPTION STRATEGY, POLICY AND SUPPORTING   GUIDANCE
To consider a report of the Audit and Assurance Manager.
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	6.
	TREASURY MANAGEMENT 2012/13 MID-YEAR PERFORMANCE REPORT
To consider a joint report of the Executive Member for Finance and the Acting Corporate Director Transformation and Resources.
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	7.
	RESERVES AND PROVISIONS
To consider a report of the Acting Corporate Director Transformation and Resources.
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	8.
	PRESENTATION ON THE COUNCIL’S INSURANCE ARRANGEMENTS
To receive a presentation from the Acting Corporate Director Transformation and Resources.


	
	


	9.
	INSURANCE PERFORMANCE REPORT
To consider a report of the Acting Corporate Director Transformation and Resources.

	To Follow
	

	10.
	ACCOUNTS AND AUDIT COMMITTEE – WORK PROGRAMME – 2012/13
To note a report of the Audit and Assurance Manager.
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	11.
	URGENT BUSINESS (IF ANY)

Any other item or items which by reason of special circumstances (to be specified) the Chairman of the meeting is of the opinion should be considered at this meeting as a matter of urgency.


	
	

	
	THERESA GRANT
Chief Executive. 

Contact Officer:  Ian Cockill

Extn. 1387.
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Audit Commission, 2nd Floor, Aspinall House, Aspinall Close, Middlebrook, Horwich, 
Bolton, BL6 6QQ 
T 0844 798 7300 F 0844 798 7301 www.audit-commission.gov.uk 
 


 


  


October 2012 


Direct line 0844 798 7044 
Email m-waite@audit-


commission.gov.uk 


Members 
Trafford Council 
Quay West 
Trafford Wharf Road 
M17 1HH 
 


  


Dear Member 


Trafford Council Annual Audit Letter 2011/12 


I am pleased to submit my Annual Audit Letter which summarises my 2011/12 audit of Trafford 
Council. 


Financial statements 


On 26 September 2012 I presented my Annual Governance Report (AGR) to the Accounts and 
Audit Committee outlining the findings of my audit of the Council’s 2011/12 financial statements. 
I will not replicate all those findings in this letter. 


In summary, I am pleased to report that the Council presented a good set of financial 
statements and supporting working papers. I did not identify any material audit adjustments in 
the statement of accounts that affected the Council’s reported assets and liabilities. I identified 
some classification and disclosure errors which management agreed to correct. I also found 
some control weaknesses in the payroll system which the Council is addressing. 
 
VFM Conclusion 
 
The Council has proper arrangements to secure economy, efficiency and effectiveness in its 
use of resources. In 2011/12 the Council delivered significant budgeted savings of £21.3 million 
and reported a £4.8 million underspend against its revenue budget. It achieved this while 
securing quality services in line with the Councils agreed priorities. 
 
Given the significant savings and increased income required this is a good performance and 
reflects the effective financial planning and management in place during the year. 
 
Following the Accounts and Audit Committee I: 


• issued an unqualified opinion on the Council’s 2011/12 financial statements on 28 
September 2012 included in the Council’s Statement of Accounts; 


• concluded that you have made proper arrangements to secure economy, efficiency and 
effectiveness in your use of resources. 
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I am unable to certify completion of the audit because I have received an objection from a local 
elector about an item in the Council’s 2011/12 financial statements. This means I cannot issue 
the certificate of audit closure until the objection is considered and decided. In view of the 
timescale involved and the forthcoming transfer of audit responsibilities and audit staff to Grant 
Thornton, I have now passed the objection to Grant Thornton. 


I expect the objection to be decided, leading to the issue of the audit certificate by June 2013.  


Closing remarks 


I have discussed and agreed this letter with the Chief Executive and Director of Finance. This 
has been a challenging year for the Council, but, again, it has again met the challenges 
successfully. I wish to thank Council members and senior management for the positive and 
constructive approach they have taken to my audit. I particularly wish to thank finance staff and 
the Accounts and Audit Committee for their support and co-operation. 


Yours sincerely 


Mick Waite 
District Auditor 
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AGENDA ITEM NO.   5

TRAFFORD COUNCIL


Report to:


Accounts and Audit Committee

Date:



21 November 2012


Report for: 


Approval

Report of: 
Audit and Assurance Manager


Report Title


		Anti Fraud and Corruption Strategy, Policy and Supporting Guidance





Summary


		The Council’s Anti- Fraud and Corruption Strategy, Policy and associated supporting documents have been revised and updated.  


The Strategy was last updated in September 2009 and has now been reviewed to incorporate key developments since that time. This includes reference to the Bribery Act, the Local Government Fraud Strategy “Fighting Fraud Locally and also updated service contacts details etc. within supporting guidance.


The Policy defines fraud, bribery and corruption, and then sets out anti-fraud measures in respect of prevention, deterrence, detections and associated sanctions.

This report comprises the following sections:


· Background / brief overview in respect of anti-fraud and corruption arrangements and future planned work


· The Revised Anti-Fraud and Corruption Strategy document which also includes the Council’s Anti-Fraud and Corruption Policy, Fraud Response Plan and Prosecution Policy.

These documents have been reviewed and updated by the Audit and Assurance Service with input from Legal Services, Human Resources and the Fraud and Financial Investigation team.   The Strategy and related documents were presented to CMT at its 7 November meeting.     





Recommendation


		The Accounts and Audit Committee is asked to:


(a) Approve the Anti-Fraud and Corruption Strategy

(b) Note that the guidance supporting the Strategy will be publicised across the Council.





Contact person for access to background papers and further information:


Name:

Mark Foster - Audit and Assurance Manager





Extension:
1323


Background Papers:



Anti Fraud and Corruption Strategy 2009 

Anti Fraud and Corruption Strategy, Policy and Supporting Guidance


Introduction


Fraud and corruption is not tolerated by the honest majority and as part of its risk management processes, the Council has to ensure that there is a robust framework in place to mitigate the risk of fraud, bribery and corruption.


The standards by which the Council’s approach is measured are outlined in the self assessment framework: “Managing the Risk of Fraud” as published by the Chartered Institute of Public Finance Accountancy / Better Governance Forum (CIPFA/BGF).  This framework sets out the following expected standards: -


· Adopting the right strategy;


· Accurately identifying the risks; 


· Creating and maintaining a strong anti-fraud and corruption structure;


· Taking action to tackle the problem;


· Defining success.


The Council’s Anti-Fraud and Corruption Strategy and associated Policy documents are reviewed regularly in line with this framework and have now been updated to incorporate reference to the Bribery Act and the Local Government Fraud Strategy “Fighting Fraud Locally”.


The Bribery Act 2010 came into force during 2011 and significantly reformed the UK criminal law to provide a modern legal framework to combat bribery.  


“Fighting Fraud Locally” provides Local Authorities with a blueprint for a tougher response to tackle fraud by: - 


· Acknowledging and understanding fraud risks.


· Preventing and detecting more fraud.


· Being stronger in punishing fraud and recovering losses.


Background 


Trafford Council is determined to discharge its responsibility to safeguard public funds and promote a ‘zero tolerance’ culture to fraud and corruption.  


The Anti-Fraud and Corruption Strategy sets out the Council’s position which is to prevent any act of financial impropriety that puts the Council’s resources at risk. 


The Strategy requires that where such actions committed by employees are suspected, they will be referred for disciplinary investigation and treated as gross misconduct.  


Where sufficient evidence exists cases will be reported to the police for criminal prosecution.


The Council continues to publicise results of successful criminal prosecutions both on its website and in local newspapers.  This action highlights the effectiveness of arrangements in place to detect fraud and corruption and the sanctions being applied together with recovery of losses.  


This report contains the Anti-Fraud and Corruption Strategy which includes :


- The overarching Strategy (starting on page 1)


- The Council’s Anti-Fraud and Corruption Policy (starting on page 5) 


- The Council’s Fraud Response Plan and supporting guidance (starting on page 19), and 


 -The Council’s Prosecution Policy (starting on page 27).

Ongoing Counter Fraud Work


The Audit and Assurance Service continue to undertake the investigation of referred cases of fraud and corruption in liaison with other services where appropriate including Human Resources, Legal Services and the Fraud and Financial Investigation Service.


Investigations also include the examination of matches identified by the Audit Commission’s National Fraud Initiative data matching exercises (NFI).  Audit and Assurance periodically reports to CMT and the Accounts and Audit Committee as appropriate on work undertaken in this area.  The NFI 2010/2011 exercise identified 85 frauds and 449 errors and resulted in action being taken to recover £376,458, the majority of which relates to Housing and Council Tax Benefit claimants.

The Fraud and Financial Investigation Service continues to be responsible for benefit fraud investigation and reports on its work to the Accounts and Audit Committee on an annual basis. (The last report in September 2012 to the Accounts and Audit Committee highlighted that over £600k of fraudulent overpayments were identified in 2011/12).   Within this service, the Financial Investigation Unit undertakes, where appropriate, investigations in accordance with the Criminal Justice Act 1988 and Proceeds of Crime Act 2002, against persons believed to have committed fraud against the Authority.  The aim of such investigation is to seek to identify the extent of the defendants’ criminal activity, recover any profit that has been gained from such activity and recoup from assets, including pension benefits.  

Further Planned Activity in 2012/13

There are a number of policies that support the Anti-Fraud and Corruption Strategy.   The Audit and Assurance Service is currently working with Legal Services to review and update the Council’s Whistle-blowing Policy in 2012/13. Once completed details will be publicised across the Council. 


Audit and Assurance and Legal Services will also work together to publicise further the Council’s policies on registering gifts and hospitality.


Following approval of the strategy and fraud response guidance, further guidance will be rolled out to schools to ensure there is adequate awareness in respect of combating fraud and reporting suspected fraud.  This includes the updating of the Scheme for Financing Schools, updating the existing control risk self assessment guidance for schools and providing supporting guidance to schools on reporting suspected fraud through the Schools e-bulletin service.

Audit and Assurance will review existing anti-fraud and corruption guidance available on the intranet.  This will include reviewing / updating existing e-learning tools.   In completing this, the Service will continue to draw on best practice referred to in the Local Government Fraud Strategy and liaise with other authorities through, for instance, the Greater Manchester / North West Anti-Fraud Group.  

Data for the 2012/13 National Fraud Initiative exercise has been sent to the Audit Commission and subsequent matches will be available in January 2013 for investigation through the year by relevant services.  


Planned actions / developments in respect of benefit fraud investigation were set out in the Fraud and Financial Investigation Annual Report in September 2012.  This will include ensuring the Service works to the requirements, once agreed, of the Single Fraud and Investigation Service to be introduced, nationally, in April 2013.

Raising Awareness


Once the Strategy is agreed, arrangements will be put into place to ensure that managers and staff are made aware of the revised documents and associated guidance. The revised Strategy and supporting guidance will be shared with each Directorate and all details will be publicised on the intranet.   As referred to above, a number of means for raising awareness will be adopted.

Review / Update of the Strategy and Policy


Responsibility for updating and maintaining the Anti-Fraud and Corruption Strategy lies with the Audit and Assurance Service with any significant reviews and changes referred to CMT and the Accounts and Audit Committee. 
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		Anti- Fraud and Corruption Strategy





		





		Date of issue

		Description of changes





		November 2012

		Revised and updated to incorporate the Bribery Act (effective from July 2011), the Local Government Fraud Strategy and updated to reflect service structure changes. 





		September 2009

		Revised to include a reference to IT systems using Council data.






		October 2006

		Revised to incorporate Fraud Act 2006, Fraud Response Plan and Prosecution Policy.






		October 2005

		Revised to include Strategy document.






		September 2004 

		Policy document approved by the Executive.
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ANTI- FRAUD AND CORRUPTION STRATEGY

1.  
Introduction 

1.1 Trafford Council is committed to the highest standards of honesty and integrity.   The Council is determined to discharge its responsibility to safeguard public funds and is committed to fighting fraud, bribery, corruption and theft whether attempted from inside or outside of the organisation.  

1.2
Resources of the Council are limited.  Fraudulent activity reduces these resources and impacts on the Council’s reputation, on the job security of its employees and most importantly its ability to deliver effective services. 

1.3
This document sets out the Council’s position on fraud and corruption.   This  Anti- Fraud and Corruption Strategy has been agreed by the elected members of the Council (Accounts and Audit Committee) and the Corporate Management Team and is designed to integrate with and reinforce the Council’s six corporate priorities: -


· Fighting crime;

· Lower council tax and value for money;

· Better roads and pavements; 


· A cleaner greener borough;

· Preserving and improving educational excellence for all our children; 


· Quality care for adults.

1.4 
Fraud and corruption is not tolerated by the honest majority and as part of its strategic risk management process, the Council has to ensure that there is robust framework in place to mitigate the risk of theft, fraud, bribery and corruption. 

1.5
The Council’s aim is to: -

· Create a ‘zero tolerance’ culture to theft, fraud, bribery and corruption;

· Create a strong deterrent effect and prevent fraud and corruption by designing and redesigning policies and systems;

· Continue to detect and investigate fraud and corruption;


· Apply sanctions and recovery procedures where appropriate;

· Reduce losses to fraud and corruption to an absolute minimum.


2.      Scope 

2.1 
The Anti- Fraud and Corruption Strategy applies to: -


· Elected Members; 


· Employees at all levels; 


· All organisations, contractors and partners associated with the Council;

· Service users; and 


· Other stakeholders. 


3. 
Definitions 

3.1
For the purposes of this strategy and associated policies, the definitions of fraud, bribery, corruption and theft are those referred to in Appendix A - the Anti-Fraud and Corruption Policy.


4.      The Council’s Approach 

4.1 
The Council’s approach to reducing theft, fraud, bribery and corruption is based on the strategic approach outlined in the Local Government Fraud Strategy, Fighting Fraud Locally: Acknowledge; prevent; pursue.  This is: -


· Acknowledging and understanding fraud risks.


· Preventing and detecting more fraud.


· Being stronger in punishing fraud and recovering losses.


4.2
The Council is committed to taking action in order to prevent fraud, ensure that appropriate resources are available to detect fraud and where this is identified that sanctions are imposed and action taken to recover all losses.  


4.3
The standards by which this is measured are outlined in the self assessment framework: “Managing the Risk of Fraud” as published by the Chartered Institute of Public Finance Accountancy / Better Governance Forum (CIPFA/BGF).  The self assessment framework sets out the following expected standards: - 


· Adopting the right strategy;

· Accurately identifying the risks; 


· Creating and maintaining a strong anti- fraud and corruption structure;

· Taking action to tackle the problem;

· Defining success.


4.4
The Council is committed to taking action to meet these standards and the approach is outlined within the following documents which form part of the overall strategy: - 


· Anti- Fraud and Corruption Policy setting out the stance of the Council and its overall approach including roles and responsibilities (see Appendix A: - page 5);

· Fraud Response Plan setting out the procedures to be followed by employees where a fraud is suspected or detected (see Appendix B: - page 19);

· Prosecution Policy setting out the Council’s approach regarding the application of possible sanctions in response to instances of fraud and corruption (see Appendix C: - page 27).


5. 
Risk Management 

5.1
The risks of theft, fraud, bribery and corruption are considered as part of the Council’s risk management arrangements incorporating the management of both strategic and operational risks.  This includes risks to be managed corporately; by individual services; by projects teams and partnerships.


6. 
The Corporate Framework 

6.1 
The corporate framework which underpins this strategy includes the following:-


· The relevant Codes of Conduct for elected members and employees; 

· The Council’s Constitution including the Finance Procedure Rules, Contract Procedure Rules and the Scheme of Delegation ;


· The Whistleblowing Policy (Confidential Reporting Code)


· Anti- Money Laundering Policy;

· The work by the Audit and Assurance Service, Fraud and Financial Investigation Service and Trading Standards;

· Participation in National Anti-Fraud Initiatives (NFI) and the National Anti-Fraud Network (NAFN);

· The ICT Acceptable Use Policy;

· Recruitment procedures;

· Staff disciplinary procedures. 


7.
Review of the Anti- Fraud and Corruption Strategy

7.1
The strategy is a working document and will be reviewed on a regular basis and updated as necessary.


7.2
Responsibility for updating and maintaining the strategy lies with the Audit and Assurance Manager, with any significant changes being referred to and approved by the Corporate Management Team and the Accounts and Audit Committee.

                                                                                                       Appendix A
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Anti- Fraud and Corruption Policy

1.
Introduction

1.1
This document sets out the position held by the Council on theft, fraud, bribery and corruption. It is intended to set out for Councillors and employees the Council’s position and how suspicions or incidents that might come to their attention should be dealt with.

2.
Aims and Objectives 


2.1
The aims and objectives of the Anti- Fraud and Corruption Policy are to:-


a) Provide a clear statement on the Council’s position on fraud, bribery and corruption;


b) Minimise the risk to the Council’s assets and good name;


c) Promote a culture of integrity and accountability in Councillors, employees and all those the Council does business with;


d) Ensure the Council achieves its objectives and priorities;


e) Enhance procedures aimed at preventing, deterring and detecting fraud and corruption;


f) Raise awareness of the risk of fraud and corruption being perpetrated against the Council;


g) Seek to ensure probity and propriety in all finance related matters.

3.
Definitions


3.1
The definitions of fraud, corruption, bribery and also of theft are given here.  


3.2
Fraud. The Fraud Act 2006 introduced a general offence of fraud and three ways of committing it: -


· Fraud by false representation 


· Fraud by failing to disclose information 


· Fraud by abuse of position 


The Act also created four new offences of: - 


· Possession of articles for use in fraud


· Making or supplying articles for use in fraud


· Obtaining services dishonestly


· Participating in fraudulent business.


To prove fraud, conduct must be dishonest and the intention must be to make a gain or cause a loss or the risk of a loss to another. Crucially, no gain or loss needs actually to have been made.  


The maximum sentence for fraud is 10 years imprisonment.

3.3
Corruption is broadly defined as the abuse of entrusted power for private gain.  It is often used interchangeably with bribery.  Other forms of corruption include embezzlement, fraud, collusion, favouritism and extortion.  

3.4
Bribery.  One form of a corrupt act is bribery.  Bribery is an inducement or reward offered, promised or provided to gain personal, commercial, regulatory or contractual advantage and concerns the improper performance by:


· Giving and / or offering inducements


· Receiving and / or requesting inducements


There is a maximum penalty of 10 years imprisonment for all offences.

3.5
Theft is defined in the 1968 Theft Act.  It is the dishonest taking of property belonging to another person with the intention of permanently depriving the owner of its possession.

The maximum sentence is 7 years imprisonment.

4.
Policy Statement 


4.1
The Council is committed to preventing, discouraging and detecting theft, fraud, bribery and corruption, whether attempted on, or from within the Council.


4.2
The Council expects all elected Members, employees and all persons working on behalf of the Council to act with integrity, and to carry out their duties in accordance with appropriate legal requirements, internal codes, rules and procedures, comply with their relevant Code of Conduct and act at all times with honesty and probity in the discharge of their functions.  Underpinning the Codes of Conduct are the ten General Principles of Public Life which are detailed in Appendix A1 of this document.

4.3
Fraud, financial misconduct, serious and intentional breach of financial regulations or contract procedure rules, theft, bribery or corruption is not acceptable and will not be tolerated.  All cases will be referred for disciplinary investigation in accordance with the procedures outlined in the Disciplinary Policy and will be treated as gross misconduct.  


4.4
All such cases will be reported for investigation either by the police or the Council’s own investigation resources and considered for criminal prosecution in line with the Prosecution Policy.

4.5
The Council’s policy encompasses external fraud and includes fraud perpetrated against the Council.  This will include benefits, renovation grants, direct payments and student awards frauds and includes the incorrect usage of any of the Council owned IT systems and those owned by a third party using council data. 

5.
Expected Standards of Behaviour

5.1
The Council expects all elected members, employees, consultants, contractors, service users and any other external and partner organisations to uphold the highest standards of honesty and integrity. 


5.2
The Council supports and promotes zero tolerance to any form of theft, fraud, bribery or corruption and will pursue perpetrators to the full extent of the law.  


5.3
Elected Members and staff at all levels should be aware of their respective roles in preventing and detecting fraud and lead by example in ensuring adherence to rules, procedures, Codes of Conduct and recommended practices.

5.4
Our strategy to reduce fraud is based on prevention, deterrence, detection, investigation, sanctions and redress within an over-riding anti-fraud culture.  We will promote this culture across all our service areas and within the community as a whole.

6.
Prevention

6.1
The responsibilities of various parties in relation to managing the risk of fraud and corruption are detailed below and summarised at Appendix A2.

6.2  Responsibilities of Elected Members 

Elected members have a responsibility for approving major policies on the use of the Council’s physical, financial and human resources and participating in the governance and management of the Council. 


All elected members should be familiar with the Anti Fraud and Corruption Policy and support its application in all activities, in order to help maintain a culture which will not tolerate fraud or corruption. 


At all times, elected members must maintain the highest standards of conduct and ethics as the public would expect of their elected representatives and observe the Members' Code of Conduct. 

6.3
Responsibilities of the Accounts and Audit Committee


The role of the Council’s Accounts and Audit Committee in relation to fraud and corruption includes: -


· Reviewing and ensuring the adequacy of the organisation’s Anti- Fraud and Corruption Strategy and Policy documents and to consider the effectiveness of the arrangements for counter fraud and whistleblowing;


· Reviewing and ensuring that adequate arrangements are established and operating to deal with situations of suspected or actual fraud and corruption;


· Reviewing the annual Internal Audit work programme to consider the proposed and actual Internal Audit coverage and whether this provides adequate assurance on the main business risks;


· Receiving and considering the Council’s Annual Governance Statement.


6.4
Responsibilities of Management 


It is acknowledged that fraud may be committed from within the organisation.  The responsibility for managing the risk of fraud and corruption lies with management.  Management includes all of the Council’s Directors, Heads of Service, managers, line managers and supervisors.  These are all responsible for establishing and maintaining sound systems of internal control in all of their service’s operations to prevent and detect theft, fraud, bribery and corruption.


Management must promote staff awareness of the risk of fraud and corruption and ensure that all suspected or reported irregularities are immediately referred in accordance with the Fraud Response Plan.   


Where fraud or corruption has occurred because of a breakdown in the systems or procedures in place, management must ensure that appropriate improvements in systems of control are implemented to prevent a reoccurrence. 


Managers must comply with the Council’s Recruitment and Retention policy and must obtain confirmation that adequate employment references and employment checks have been performed. 


Managers must ensure that awareness is raised to the Register of Interests and the Register of Gifts and Hospitality and compliance to procedures is maintained in accordance with the Code of Conduct for Employees. 


6.5 Responsibilities of All Employees 


All employees are expected to give the highest possible standard of service and to act with propriety in the use of public funds.  


Employees are required to avoid activity that breaches this policy and must: -


· Ensure that they read and comply with this policy;

· Report suspicions of theft, fraud, serious and intentional breaches of financial regulations, bribery or corruption;

· Comply with the Council’s ‘Code of Conduct for Employees’.  The Code specifically requires that all offers of gifts, hospitality, and potential conflicts of interest are declared. 


6.6
Responsibilities of Suppliers, Contractors, Consultants, Agency workers, Public and Partner Organisations 

All outside individuals, including suppliers, contractors, consultants, agency workers, public and partner organisations and claimants are expected to act towards the Council with honesty and integrity, and without thought or act involving fraud or corruption.  


All those working on behalf of the Council must be aware of procedures to be followed if they suspect that fraudulent or corrupt acts have been committed and must report their concerns.

6.7
Role of Internal Audit 


Internal Audit is an assurance function that provides independent and objective opinion, on the control environment, by evaluating its effectiveness in achieving the organisation’s objectives.


It objectively examines, evaluates and reports on the adequacy of the control environment as a contribution to the proper economic, efficient and effective use of resources.


Internal Audit work, undertaken by the Audit and Assurance Service, in reviewing the standard of internal control assists management to fulfil their responsibilities in preventing incidences of fraud and corruption.

The Audit and Assurance Service is responsible for developing and reviewing the Anti- Fraud and Corruption Strategy and for investigating issues reported under the Fraud Response Plan or the Whistleblowing Policy (Confidential Reporting Code) where fraud is suspected. 


6.8
Role of External Audit 


As part of their work plan, the Council’s external auditors are required to identify any risk of material misstatement (whether due to fraud or error) and to reach a conclusion on the Authority’s arrangements to secure economy, efficiency and effectiveness. 

7.
Deterrence

7.1
The Council is committed to maintaining a culture which will not tolerate theft, fraud, bribery or corruption and will deal swiftly and firmly with any persons who defraud or attempt to defraud the Council, or who are corrupt.   Such action may include: -

· Disciplinary action;

· Prosecution;

· Recovery of financial loss;


· Financial investigation;

· Publicising successful prosecutions.

7.2
Disciplinary Action 


All cases of theft, fraud, bribery or corruption will be referred for disciplinary investigation and will be treated as gross misconduct. 



If any allegations are made maliciously or for personal gain, disciplinary action may be taken against the person making the malicious allegation.

Any elected member found to have acted fraudulently or corruptly will also face action.  Action taken will be in liaison with the Council’s Monitoring Officer.

7.3 Prosecution 


Where sufficient evidence exists to suggest that a criminal offence may have been committed, it is the policy of the Council to refer the matter for prosecution and seek to recover losses incurred.


7.4 Recovery of financial loss

The Council will seek to recover any financial loss incurred as a result of fraudulent activity. 


The Council is committed to taking further appropriate action against fraudulent claims submitted for housing and / or council tax benefit.  The Council’s Fraud and Financial Investigation Unit has a policy in place that sets out how and when this will be undertaken. In accordance with this policy consideration will be given to either prosecuting or applying alternative sanctions where it is considered appropriate to do so.


Disciplinary action will be taken in all cases where employees are found to have either made or participated in the making of fraudulent benefit claims to this or any other authority. 


7.5 Financial Investigation


The Council’s Financial Investigation Unit will undertake, where appropriate, investigations in accordance with the Criminal Justice Act 1988 and Proceeds of Crime Act 2002, against persons believed to have committed fraud against the authority. 

The aim of such investigation will be to seek to identify the extent of the defendants’ criminal activity, recover any profit that has been gained from such activity and recoup from assets, including pension benefits.

7.6 Publicising Successful Prosecutions

The Council’s Communications Team will liaise with the press to publicise any anti-fraud and corruption initiatives undertaken by the Council.

Successful prosecutions of perpetrators of theft, fraud bribery or corruption will be publicised.  

8.
Detection

8.1 The Role of Management 


Management must ensure that an effective system of internal control is in place.   Controls in place should be adequately documented and implemented.  It is the responsibility of management to ensure that appropriate controls are established and that the operation of all controls is kept under review.


8.2
Reporting Suspected Incidents of Fraud or Corruption 


All elected members and employees have a vital role in the detection of fraud and corruption and must be vigilant against the possibility of fraudulent and corrupt activity. 


All suspicions of illegality, financial impropriety or breach of procedure must be reported in accordance with the requirements of the Fraud Response Plan.  

The Council has a Whistleblowing Policy to give confidence to anyone who wishes to raise concerns.  The policy provides a framework for reporting, investigating and following up such concerns in accordance with the Public Interest Disclosure Act 1998 (PIDA).  


Where members of the public indicate that they wish to raise a concern, they should always be referred to the Council’s Complaints procedure.

8.3
The Role of Internal Audit 


Internal Audit assists management in fulfilling their responsibility for the detection of fraud and corruption.  Planned Internal Audit work is prioritised based on the continuous identification and assessment of risks within the Council. 


The Audit and Assurance Manager will be informed of all suspected or detected theft, fraud, corruption or impropriety.  As set out in the Council’s Fraud Response Plan the Audit and Assurance Service will liaise with other relevant services to agree an appropriate approach to ensure that these are investigated in accordance with this policy.  


The Audit and Assurance Manager will ensure that the adequacy of the relevant management controls is evaluated and will make appropriate recommendations to improve control where necessary.  


8.4
Data Matching 


Arrangements are in place, and will continue to be developed, which encourage the exchange of information between the Council and other agencies on national and local fraud and corruption activity. This includes participation in the National Fraud Initiative (NFI). All such arrangements will adhere to Data Protection legislation. 


9.
Sanctions and Redress


9.1
In all cases of theft, fraud, financial misconduct, serious and intentional breach of financial regulations or contract procedure rules, bribery or corruption committed by employees the Council will seek disciplinary action for gross misconduct.


9.2
Fraud committed by employees will be reported to the police and considered for criminal prosecution, in line with the Prosecution Policy.  Where a financial loss has been identified, the Council will seek to recover this loss either through civil or criminal processes.


9.3
The Council will seek prosecution in all cases involving theft from vulnerable clients or where there is evidence of bribery or corruption of public officials. 

9.4
In the case of benefit fraud, the Council has a dedicated unit established to investigate potential irregularities.  Police involvement and prosecution of offenders, in respect of benefit fraud, is governed by the Council’s Benefit Fraud Sanctions Policy.  More serious cases of benefit fraud will be referred to the council’s Financial Investigations Unit and investigated in accordance with the Financial Investigations Policy. 


Appendix A1 - The General Principles of Public Life


The Council expects all elected Members and employees, to act with integrity, and to carry out their duties in accordance with appropriate legal requirements, internal codes, rules and procedures and to act at all times with honesty and probity in the discharge of their functions. 


All elected members and employees of Trafford Council are expected to comply with their relevant Code of Conduct.  Underpinning the Codes of Conduct are the ten General Principles of public life: -


1. Selflessness — Holders of public office should serve only the public interest and should never improperly confer an advantage or disadvantage on any person.


2. Honesty and integrity — holders of public office should not place themselves in situations where their honesty and integrity may be questioned, should not behave improperly and should on all occasions avoid the appearance of such behaviour.


3. Objectivity — holders of public office should make decisions on merit, including when making appointments, awarding contracts, or recommending individuals for rewards or benefits.


4. Accountability — holders of public office should be accountable to the public for their actions and the manner in which they carry out their responsibilities, and should co-operate fully and honestly with any scrutiny appropriate to their particular office.


5. Openness — holders of public office should be as open as possible about their actions and those of their authority, and should be prepared to give reasons for those actions.


6. Personal judgment — holders of public office may take account of the views of others, including their political groups, but should reach their own conclusions on the issues before them and act in accordance with those conclusions.


7. Respect for others — holders of public office should promote equality by not discriminating unlawfully against any person, and by treating people with respect, regardless of their age, race, religion or religious belief, sex or sexual orientation, pregnancy or maternity, if they have a disability, if they are married or in a civil partnership or if they propose to or have completed a gender reassignment process.  They should also respect the impartiality and integrity of the authority’s statutory officers and its other employees.


8. Duty to uphold the law — holders of public office should uphold the law and, on all occasions, act in accordance with the trust that the public is entitled to place in them.

9. Stewardship — holders of public office should do whatever they are able to do to ensure that their authorities use their resources prudently and in accordance with the law.


10. Leadership — holders of public office should promote and support these principles by leadership, and by example, and should act in a way that secures or preserves public confidence.


		Stakeholder

		Specific Responsibilities



		Chief Executive




		Ultimately accountable for the effectiveness of the Council’s arrangements for countering fraud and corruption.





		Monitoring Officer

		To advise Councillors and employees on ethical issues, standards and powers to ensure that the Council operates within the Law and statutory Codes of Practice.





		Director of Finance


(Section 151 Officer)

		To ensure the Council has an adequately resourced and effective counter fraud and internal audit service.





		Accounts and Audit Committee 

		To review and ensure the adequacy of the organisation’s Anti – Fraud & Corruption policy and strategy and the effectiveness of their application throughout the Authority.


Review and ensure that adequate arrangements are established and operating to deal with situations of suspected or actual fraud and corruption.





		Councillors

		To support and promote the development of a strong counter fraud culture.





		External Audit

		To identify any risk of material misstatement (whether due to fraud or error) and to reach a conclusion on the Authority’s arrangements to secure economy, efficiency and effectiveness. 





		Internal Audit:

The Audit and Assurance Service

		To develop and review the Anti- Fraud and Corruption Strategy.  To initiate and oversee fraud investigations and subsequent follow up work.





		Fraud and Financial Investigation Team

		To investigate suspected fraudulent claims for Housing Benefit, Council Tax Benefit and other DWP administered benefits.





		Directors, Heads of Service, Managers and line managers

		To promote staff awareness and ensure that all suspected or reported irregularities are immediately referred to the Audit and Assurance Service.  To ensure that there are mechanisms in place to assess the risk of fraud, bribery, corruption and theft and to reduce these risks by implementing robust internal controls.





		All employees of the Council

		To comply with Council policies and procedures.  To be aware of the possibility of fraud, bribery, corruption and theft, and to report any genuine concerns to the appropriate management.





		Suppliers, Contractors, Consultants, Partners

		To be aware of the possibility of fraud and corruption against the Council and report any genuine concerns or suspicions.





		Standards Committee 

		To monitor and advise upon the content and requirement of codes, protocols and other procedures relating to standards of conduct throughout the Council.
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Fraud Response Plan


1. Introduction


1.1 The purpose of this Plan is to demonstrate and set out the procedures to be followed by employees where theft or fraud is suspected or detected.  It is part of the Council’s overall Anti- Fraud and Corruption Strategy.  This plan applies to all employees as well as those contractors working for the Council on Council premises, for example, agency staff, builders, drivers, independent consultants, trainees, and volunteers.   It also covers suppliers and those providing services under a contract with the Council in their own premises.

1.2
Nothing in this plan detracts from the information contained within the Council’s Whistleblowing Policy.

2. Reporting a suspected fraud


2.1 Suspicions of fraud will be treated seriously and will be reviewed and investigated in accordance with the Public Interest Disclosure Act, the Human Rights Act and the Council’s fraud investigation procedures.

2.2
All suspicions of theft, fraud or corruption must be reported without delay to one of the following: -


· Line manager;

· Other manager or Head of Service;

· One of the Designated Officers: -


· Director of Legal & Democratic Services  912 4253


· Director of Finance


       912 4238


· Director of Human Resources

       912 1586 

· Audit and Assurance Manager

       912 1323

· The Council’s confidential reporting line 
       912 1275


· E-mail: internal.audit@trafford.gov.uk

 2.3
Employees unsure of whether or how to raise a concern or for those that may want confidential advice are advised to contact the independent charity, Public Concern at Work.  Public Concern at Work provides free confidential advice on how to raise a concern about serious malpractice at work.  Their contact details are: -


· Telephone: 020 7404 6609 


· Web-site: www.pcaw.co.uk

· E-mail: helpline@pcaw.co.uk

2.4
This Fraud Response Plan is intended to provide employees with an avenue within the Council to raise concerns.  If it is felt that the Council has not acted appropriately, the matter could be reported to one of the following possible contact points: -


· The Council’s external auditor;


· One of the Council’s recognised Trade Unions, i.e. UNISON or GMB;

· Citizens' Advice Bureau;

· Relevant professional bodies or regulatory organisations such as the Health and Safety Executive and utility regulators;


· The police.

3.7
If the matter is reported to outside of the Council, care should be taken not to disclose confidential information.   

3. Action by Line Managers

3.1 Line Managers must take action to deal with suspicions of theft, fraud or corruption:  Line Managers should: -

· Listen to the concerns raised by staff and treat every report received seriously and sensitively;

· Make sure that all concerns are given a fair hearing:


· Reassure staff that they will not suffer because they have raised suspicions.  The Council will not tolerate any harassment or victimisation (including informal pressures) of anyone raising a genuine concern;

· Get as much information as possible, including any notes and any evidence that may support the allegation;


· NOT interfere with any evidence and make sure it is kept in a safe place;

· NOT try to carry out an investigation.  This may damage any Internal Audit or criminal enquiry;

· Report all referrals to the Audit and Assurance Service.


4.
The Council’s Response 

4.1
The Council is committed to good practice and high standards and wants to be supportive of its employees.  The Council recognises that deciding whether or not to report a concern can be very difficult.  


4.2
Provided that suspicions are raised in good faith it does not matter if these are not subsequently proved.  If a concern is raised by an employee that they genuinely believe to be correct, they will not be at risk of losing their job or suffer from any form of retribution as a result.  This assurance is not extended to anyone who maliciously raises a matter that they know to be false.  

4.3
The Council will not tolerate any harassment or victimisation of anyone raising a genuine concern.  All such acts of harassment or victimisation will be referred for disciplinary investigation.

4.4
Where concerns are raised in confidence, the identity of the witness will not be disclosed without their consent unless required by law.  In addition, an Act of Parliament – the Public Interest Disclosure Act 1998 protects individuals from any detriment in the work place as long as: -


a) Information is disclosed in good faith; 


b) The information is believed to be substantially true;


c) Malicious or false allegations are not made.


5.
Fraud Investigation 


5.1
The Audit and Assurance Service is responsible for receiving all referrals of suspected theft, fraud and corruption.


5.2
The Audit and Assurance Service will liaise with relevant services to ensure that the responsibilities and approach for conducting subsequent investigations are agreed.  Account will be taken of particular circumstances of each case to ensure appropriate services are involved in the process.  Audit and Assurance will liaise with Human Resources and other functions / individuals as necessary such as Legal Services, the Fraud and Financial Investigation team, relevant service managers and other services. 

5.3
Where theft, fraud or corruption has occurred, the Audit and Assurance Service will advise management on any necessary changes to systems and procedures as appropriate.  


6.
Disciplinary procedure


6.1
All cases of theft, fraud, bribery or corruption by employees will be referred for disciplinary investigation in accordance with the procedures set out in the Council’s Disciplinary Policy and will be treated as gross misconduct. 


6.2
Where sufficient evidence exists, this will be reported to the police in accordance with the Prosecution Policy.    


6.3
Where there is evidence that an allegation of misconduct was made maliciously or for personal gain, disciplinary action will be taken against the person making the malicious allegation. 


1. What should I do if I think there is a fraud?


If you suspect theft, fraud, bribery or corruption within the workplace, there are a few simple guidelines that should be followed: -


Do make an immediate note of your concerns.

Note all relevant details, such as what was said in telephone or other conversations, the date, time and the names of anyone involved.


Do deal with the matter promptly. 


Any delay may cause further problems


Do not be afraid of raising your concerns.


You do not have to be able to prove that your suspicions are correct.  You will not suffer any recriminations as a result of raising a reasonably held suspicion, even if this turns out to be wrong.


Do report your suspicions.


2.  Who should I contact? 


Report your suspicions to someone with the appropriate authority.  This must be one of the following: -

· Your line manager

· Other manager or Head of Service

· One of the Council’s Designated Officers: -


· Director of Legal & Democratic Services   912 4253


· Director of Finance


        912 4238


· Director of Human Resources

        912 1586 


· Audit and Assurance Manager

        912 1323


· The Council’s confidential reporting line 
        912 1275

·  Or E-mail: internal.audit@trafford.gov.uk

3.  I am still not sure whether I should report the issue. 


If you are unsure whether or how to raise a concern or if you want confidential advice before contacting someone officially, then contact independent advisors Public Concern at Work on 020 7404 6609 or e-mail helpline@pcaw.co.uk

Public Concern at Work is an independent charity that provides free advice for employees who wish to express concerns about fraud or other serious malpractice in the workplace.


4.  Is there anything I should not do? 


Do not approach the person / people or organisation you suspect.


Tell only the people indicated in this guidance.


Do not try to investigate the matter yourself.


Do not attempt to collect evidence or question anybody, but if you do have any documents etc which you think are relevant, secure them safely.


Do not convey your suspicions to anyone other than those with the proper authority.


If you are unsure about what you have seen or heard, seek advice from the Audit and Assurance Service or Public Concern at Work.

5.  I only think there is something wrong.  I do not have any evidence.  Will my information be treated seriously?


Yes it will.  


We understand that reporting a concern can be very difficult and that you may not be sure that you are doing the right thing.  Your information will be treated seriously and as far as possible, confidentially.


Your responsibility is to report your suspicions.


You do not need to prove that your suspicions are correct.  You should not attempt to collect evidence.  It does not matter if your suspicions turn out to be wrong, as long as you have acted in good faith and genuinely believe your suspicions to be true. 


6.  What protection is available for me if I do decide to report my suspicions?


The Council will not tolerate any harassment or victimisation of anyone raising a genuine concern.  If you want to raise a concern in confidence and ask for your identity to be protected, it will not be disclosed without your consent unless required by law.

In addition, an Act of Parliament – the Public Interest Disclosure Act 1998 will protect you from any detriment as long as you meet the rules set out in the Act.  The rules are: -


a)  You must disclose the information in good faith;

b)  You must believe it to be substantially true;

c)  You must not act maliciously or make false allegations;

d)  You must not seek any personal gain.


Audit and Assurance Service November 2012
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Prosecution Policy

1.
Introduction

1.1
Trafford Council is committed to the highest standards of honesty and integrity.   The Council is determined to discharge its responsibility to safeguard public funds and is committed to fighting fraud, corruption and misappropriation whether attempted from inside or outside of the organisation.  

1.2
The Council will seek the strongest possible sanction against any individual or organisation that defrauds, or seeks to defraud the Council. The use of sanctions will be governed by the following policy and the principles of the policy shall apply equally to any fraud against the Council or against funds for which the Council has responsibility.


2.
Objectives

2.1
The objectives of the Prosecution Policy are:


· To ensure that the Council applies a full range of sanctions in a just and consistent manner;

· To ensure that sanctions are applied in an effective and cost efficient manner;

· To ensure that the sanction decision making process is stringent, robust and transparent.


2.2
This policy is designed to provide a framework to ensure the most appropriate resolution to a case is reached. The sanction decision will have regard at all times to the Council’s Disciplinary Policy and Anti-Fraud policy objectives, the individual circumstances of each person concerned and the overall impact of the punishment to both the individual and the community.


2.3
A range of sanctions is available to the Council. These include disciplinary action, civil proceedings, criminal proceedings, official cautions and administrative penalties.


2.4
The ultimate sanction available to the Council is criminal prosecution. It is recognised that this is a serious step to take and the decision to refer cases to the police for prosecution will not be taken lightly.


2.5
The decision to refer cases to the police for prosecution will be taken in consultation with the Director of Human Resources, the relevant Corporate Director and the Monitoring Officer.  In appropriate cases, the prosecution arm of other public agencies may be utilised.   The Audit and Assurance Manager must be notified of any cases of fraud referred for police prosecution.

3.
Evidential Test

3.1
The evidential test to be used will be: Is there enough evidence to provide “a realistic prospect of conviction”?


In order to ensure that a “realistic prospect of conviction” exists, members of the relevant Investigations team will at all times ensure that investigations are conducted in accordance with relevant legislation and in line with published Codes of Practice and Guidance with regard to evidence gathering, interviewing and rules of disclosure.


The Council does not have the resources of the police and CPS available to it and to ensure the cost effectiveness of actions, will require the evidence to be of a standard to make the prospect of a conviction highly likely.


3.2
The evidence gathered will be examined in the first instance by the investigating officer in consultation with the Audit and Assurance Service.  When both are satisfied that sufficient evidence exists to successfully prosecute and that the Public Interest test is also satisfied, the case file will be passed on to the police for investigation.  The CPS will apply its own inspection of the evidence to ensure that a realistic prospect of conviction exists.


4.
Public Interest Test

4.1
In order to ensure consistency and correctness when considering a case for sanction / prosecution, the guidelines applied by the Crown Prosecution Office will be followed to consider whether there is enough evidence against the defendant and whether it is in the public interest to take the matter to court.

4.2
Public interest factors considered: -

· A conviction is likely to result in a significant sentence;


· The defendant was in a position of authority or trust;


· The evidence shows that the defendant was a ringleader or an organiser of the offence;


· There is evidence that the offence was premeditated;


· There is evidence that the offence was carried out by a group;


· There are grounds for believing that the offence is likely to be continued or repeated, for example, by a history of recurring conduct; or the offence, although not serious in itself, is widespread in the area where it was committed; 


· The fraud has been perpetrated over a significant length of time;


· The fraud has resulted in significant loss of funds;

· Aggravating and mitigating factors will be taken into consideration when deciding on the appropriate sanction.

5.
Employee Fraud 


5.1
All cases of theft, fraud, bribery or corruption will be referred for disciplinary investigation and will be treated as gross misconduct. 


5.2
Theft, or fraud committed by employees will be reported to the police and considered for prosecution.  Where a financial loss has been identified, we will always seek to recover this loss either through the civil or criminal process.


5.3
The factors that will affect our decision to prosecute will be based on the evidential and the public interest test. We will seek prosecution in all cases involving theft from vulnerable clients or where there is evidence of corruption of public officials.


6.
Benefit Fraud

6.1
The Council is committed to protecting the public funds it administers through the prevention, detection, deterrence and investigation of suspected fraudulent claims for Housing Benefit and/or Council Tax Benefit plus any other associated DWP administered benefits.


6.2
The Council recognises that the use of sanctions and prosecutions, as defined by the Social Security Administration (Fraud) Act 1997, is an integral part of this commitment and has a key role in deterring offenders.


6.3
The Council will, where appropriate, investigate to establish whether a fraud has been committed. If fraud investigators have sufficient reason to suspect an offence may have been committed, an interview under caution, in accordance with the Police and Criminal Evidence Act 1984 will be carried out to determine the correct circumstances.


6.4 Where it is considered that appropriate evidence does exist to sustain a sanction or prosecution, appropriate actions will be considered in line with the Council’s Benefit Fraud Sanctions Policy.
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TRAFFORD COUNCIL


Report to:

Accounts & Audit Committee

Date:


21 November 2012

Report for: 

Discussion

Report of: 
Acting Corporate Director of Transformation & Resources

Report Title


		Reserves and Provisions







Summary


		Total reserves and provisions at the beginning of the year were £(99.8)m.  There is a planned net change in the year of £30.6m, reducing the end of year balance to £(69.2)m, but this is subject to actual demand and reassessment of reserve and, particularly, provision levels.

The majority of these sums are committed to known or potential liabilities, in many cases mitigating the impact on the base budget should certain eventualities happen, such as insurance claims.


After taking into account all other reserves and provisions, a minimum reserve level of £6m of the General Reserve was established by the Council in February 2012.


The draft budget proposals for 2013/14 and 2014/15 include for £8m of expenditure to be financed from reserves.  Reserves and provisions are reviewed throughout the year, but particularly at the time of establishing a budget and closing down the accounts at the end of the year.  The next review will be part of the 2013/14 Budget in February 2013.







Recommendation(s)


		The report is noted.







Contact person for access to background papers and further information:


Name:


Ian Kershaw

Extension:

4302

Papers for further reference:

Medium Term Financial Strategy 2010/13, October 2009

Accounts 2012, published October 2012

Budget Report 2012/13, 22 February 2012

Draft Revenue Budget Proposals 2013/14 and 2014/15, 22 October 2012

2012/13 Revenue Monitoring Reports

Background Information

Implications:


		Relationship to Corporate Priorities

		Not applicable to this report



		Financial 

		Not applicable to this report



		Legal Implications

		Not applicable to this report



		Equality/Diversity Implications

		Not applicable to this report



		Sustainability Implications

		Not applicable to this report



		Staffing/E-Government/Asset Management Implications

		Not applicable to this report



		Risk Management Implications 


		Not applicable to this report



		Health and Safety Implications

		Not applicable to this report





1. Definitions

1.1 The Council has both cash-backed and non cash-backed reserves.  Non cash-backed reserves are for the purposes of accounting adjustments required to state the statutory accounts according to format universally applied to both private sector and public sector bodies without actually affecting the Council’s budget and therefore the amount of Council Tax that needs to be raised.  For example, increases or decreases in pension fund valuations are adjusted to a non cash-backed reserve, or accounting reserve, rather than the £millions in annual variation impacting on the Council’s operations.  This report will deal only with cash-backed reserves and provisions.

1.2 The following ‘layman’ definitions are provided as reference to describe and place in context provisions and reserves:


· Creditor; a certain liability is known for a specific value with payment expected usually in the short term.


· Provision; a liability is certain, however the value and/or timing of payment is not known and has to be professionally estimated.


· Reserve; an amount set aside for a possible future event that is either planned or dependent upon potential future circumstances so that the additional expense would not impact on base budget.


· Contingent Liability; a declared note of a possible future event which would incur a liability.


1.3 In addition, the word ‘Fund’ is commonly used to refer to the total amount of monies set aside for a purpose, such as the insurance fund would refer to the sum of the insurance reserve and provision.  A stricter definition of a Fund is a total collection of resources legally ring-fenced to a specific purpose, such as the Collection Fund or the General Fund.


2. Governorship, Reporting & Management


2.1 Provisions are established for a specific legal liability and monies released only to discharge that liability.  Increases and decreases to provisions are charged to the revenue account in the year that change is identified.  Equally, should a provision be estimated to be excessive or fully discharge the liability with funds remaining, the excess will be transferred back to the revenue account.  The Director of Finance manages all but the provision for the return of charges made under section 117 of the Mental Health Act 1993 which is determined and discharged by the Corporate Director for C&WB.

2.2 The Council’s Constitution specifies that the Director of Finance executes accounting transactions, such as the creation and use of provisions, and creates and utilises reserves:


· Up to £0.5m per transaction without consultation;

· Between £0.5m and £1.5m in consultation with the Executive Portfolio Holder for Finance;

· Over £1.5m in consultation with the Leader, Deputy Leader and Executive Member for Finance.

2.3 Once a reserve has been established, authorisation to call upon the reserve can be delegated to an appropriate officer.  The Director of Finance reviews all reserves regularly during the year, and specifically when closing the annual accounts and establishing the budget.  Many reserves are directly managed by the Director of Finance, and all reserve transfers are handled through the accountancy function.


2.4 Reporting; the General Reserve, Collection Fund, and Directorate Service Balance Reserves are specifically featured in the 10 monthly revenue budget monitoring reports.  The overall reserve position is commented upon in the Robustness & Reserves section of the budget report, and is specified within the statutory accounts.  Capital reserves are detailed in the quarterly capital monitoring reports.  Allocation of the General Reserve is by Council or Executive decision, the Collection Fund is released according to professional estimates made by the Director of Finance, and service reserves are determined by the relevant Corporate Director.


2.5 External Audit also provide a high level assessment of the adequacy of reserves as part of their closedown work, and the Accounts & Audit Committee are presented with a listing and summary movement in reserves as part of the closedown and approval of statutory accounts process.


3. Balances, Characteristics & Purpose


3.1 Details of each reserve, its purpose, the controlling officer, value at the beginning of 2012/13 and estimated value at the end of 2012/13 as well as an estimate of future commitments and therefore availability or uncommitted value is provided in the attached annex.  The values in the following table relate to that at the beginning and end of 2012/13, the estimated net in-year movement and known or potential future commitments:


		Cash-backed reserves, their planned use, estimated future commitments, and estimated availability

		1 April 2012


(£m)

		Net transfers 2012/13


(£m)

		Est 31 March 2013


(£m)

		Future Commit- ments


(£m)

		Avail- ability


(£m)



		Capital reserves:


· Revenue resourced


· Capital resourced


Sub-total

		(2.2)


(40.4)


(42.6)

		1.7


22.2


23.9

		(0.5)


(18.2)


(18.7)

		0.5


14.0

14.5

		-


(4.2)

(4.2)



		Provisions

		(12.7)

		?

		(12.7)

		12.7

		-



		Revenue reserves:


· Schools


· Earmarked


· Smoothing


· Service carry forwards

· General


· Collection Fund


Sub-total

		(13.8)


(14.1)


(3.9)


(2.6)

(9.8)


(0.3)


(44.5)

		?

4.1

(0.9)

1.4

2.1

-


6.7

		(13.8)


(10.0)


(4.8)


(1.2)

(7.7)


(0.3)


(37.8)

		13.8

7.2

4.8

1.2

6.0

0.3


33.3

		-


(2.8)


-


-

(1.7)


-


(4.5)



		Total

		(99.8)

		30.6

		(69.2)

		60.5

		(8.7)





3.2 The above table reflects planned use and transfers according to the budget.  However, it is entirely possible that reserves and provisions may need to be accessed differently to the plan, in particular it is hoped that there will be a major Equal Pay claims settlement before the year end.  Schools reserves are assessed as part of the closedown procedure for final accounts, schools may access or increase their reserves during the year according to their need and own plans.


3.3 Capital reserves are so called as they are committed to support capital expenditure through the approved capital programme, however, it is the original source of the money that dictates the extent of its use:


· Revenue resources £(2.2)m; can be used to support both revenue or capital expenditure.  Revenue resources have been allocated to support ICT infrastructure and the Long Term Accommodation Strategy.  Slippage in the ICT plan would result in an end of year balance.  Underspending on the new Town Hall may also provide for an end of year balance.


· Capital resources £(40.4)m; can only be spent on capital projects.  The Council develops the capital programme so that all known resources are committed against schemes over its 3 years and is reviewed on a quarterly basis and completely overhauled and reapproved each year.  The only on-going balance relates to monies derived from THT Housing VAT receipts that are being held against a potential liability leading from the warranties provided to THT when the housing stock was transferred in March 2005, the largest element of which is for asbestos risks.

3.4 Provisions £(12.7)m:

· The main movement that is expected are the costs in discharging the liabilities arising from over 200 Equal Pay claims when current negotiations on a settlement conclude, hopefully before the end of the calendar year.  Should the settlement be in excess of the current provision there will be an impact on the current budget and potentially on reserve availability.


· There will also be movements in the insurance provisions dependent upon the actuarial review and report expected in May 2013.  Should there be another increase in the provision beyond that planned, there could be a consequence for the Council-Wide budget and either the Insurance Reserve to fund the increase, or on the General Reserve should there be a consequent over spend.


· The Bad Debt Provision is being reviewed during the year.  There will also be the general in-year movement which is assessed as part of the accounts closedown.


· There may be movements in the other revenue provisions either due to payments being made or as a consequence of updated professional estimates, however, the movements are not anticipated to be large.


3.5 Revenue reserves:


· Schools £(13.8)m: these balances relate to the net underspends in individual schools’ budgets accumulated over the years under the general policy of delegated responsibility.  These monies are the sole responsibilities of the Governors and Head Teachers, to be used at their discretion.  Supportive action is provided to schools should they be in deficit, and the overall surplus provides for a loan support scheme.  Excessive funds are a matter of Government policy. Should schools move to academy status any reserves are also transferred.

· Earmarked £(14.1)m: thirteen individual reserves, of which four will cease by the end of the year.  The main reserves are for insurance, and the costs of reorganisation and change which total £(9.0)m of the £(10.0)m year end estimated balance for earmarked reserves.


· Smoothing £(3.9)m: liabilities for normal operating expenditure are not always similar year-on-year, a good example being the local elections budget when there are elections only three of every four years.  It has been the practice to even out this variable expenditure to recognise the underlying budgetary requirements of the base budget.  These reserves will grow and decline according to the characteristics of the relevant expenditure, and are reviewed and monitored carefully by the Director of Finance.


· Service carry forwards £(2.6)m: this is the total of service accumulated over and under spends carried forward from outturns since 2005.  Technically these reserves form part of the General Reserve, but it is an internal accounting convention in line with the policy of the Medium Term Financial Strategy.  This flexibility was introduced for service directorates to remove the incentive to ‘spend up‘ to budget levels and reward good financial management.  Any overspends are to be made good in the next financial year, and as part of the budget process Corporate Directors are required to include in their plans adequate action to recover their balanced position.


· General £(9.8)m: the General Reserve is made up of previous budget underspends, and is primarily increased by Council-Wide budget outturns as Directorate Service Balance Reserves now accommodate service under and over spends in accordance with the Medium Term Financial Strategy policies.  There is a legal requirement (section 26 of the LG Act 2003) for the Council to have minimum available reserves to deal with unexpected or emergency expenditure.  The Director of Finance makes an assessment, for Council, of a minimum General Reserve level having taken into account other reserves and potential areas of risk in each Budget.  The current minimum level is £6.0m (the details that support the calculation can be found in the 2012/13 Budget Report of 22 February 2012, Annex 6 pages 57-67).

· Collection Fund (£(0.3)m: this is the local taxation pool for Council Tax and business rates upon which the Government, GM Police Authority, GM Fire & Rescue Authority, Partington Town Council and the Council all precept upon.  The Fund is managed on behalf of stakeholders by the Council, and any deficit must be corrected in the following year, which could cause a Council Tax rise all in itself.  In estimating the Council Tax base, which is subject to in-year variation, the Director of Finance makes provision for bad debts and the variable nature such that the fund will not be in deficit.  Any surplus arising is shared between the stakeholders and they utilise this within their budget estimates.


4. In-year and future Commitments


4.1 All capital reserves are committed to the capital programme or the potential liability to THT under warranties provided at the time of housing stock transfer.  Of the Housing VAT Receipts, £2m is underwriting the Home Mortgage Scheme announced as part of the 2012/13 budget to provide access to monies for the deposit on homes for around 70 first time buyers, and £4.2m will be released to support investment initiatives in the proposed 2013/14 and 2014/15 budget proposals.  


4.2 All provisions have been deemed by the relevant expert to be required.  It is expected that the Equal Pay Provision will be greatly reduced once current negotiations to settle claims are completed, hopefully before the end of the calendar year.  If the Insurance Provisions are increased again by the Council’s Actuary in his report expected in May 2013, this will impact on the extent of the Insurance Reserve and/or directly on the Council-Wide budgets, the overall outturn and as a consequence the availability of the General Reserve.


4.3 A large part of the Insurance Reserve will be required to support the base budget until the £100k escalator proposed in the 2013/14 budget balances out the under provision in the base budget.  This will take a number of years and will be subject to premium increases or decreases when the contract is retendered in 2013. Some £2.1m of the insurance reserve is planned to be released in the 2013/14 and 2014/15 budget proposals.

4.4 In addition, the Council has a contingent liability to support payments for insurance claims made whilst it was insured by Municipal Mutual Insurance.  Should the available fund of MMI not be sufficient, a claw back arrangement will be initiated to recover a balanced position.  As a consequence of a recent Supreme Court ruling there is a possibility that the Council may be requested to pay an estimated £0.5m back to the MMI pool (further details can be found in the Accounts 2012, note 49a on page 100).


4.5 Reserves set aside to assist the Council change and meet the liabilities of that change will reduce steadily over the next few years.  Should austerity budgets continue and relative stability not return, these budgets may require further support, and/or the expenditure be catered for in the base budget.


4.6 Smoothing reserves will be consumed and built-up according to their relevant expenditure life cycle.  All of this money is committed, and any other use of the reserve will have direct consequences on the Council’s base budget.  Some of these reserves are subject to future review.

4.7 There will be an excess over the minimum level of the General Reserve of an estimated £1.7m by the year end, which is proposed to support the 2013/14 and 2014/14 budgets.  The General Reserve can and is used to support the base budget, though the policy of the Medium Term Financial Strategy is to minimise this so that the base budget is sustainable into the future.  It is also used to support one-off investment in priority service areas and to provide a minimum working balance for unexpected or emergency expenditure.


4.8 The Collection Fund surplus will be formally estimated in January and shared between the various stakeholders.  The base budget currently assumes £0.2m per year of surplus.


5. Conclusions

5.1 The Council had total cash-backed provisions and reserves at the start of 2012/13 of £(99.8)m, after net planned increases and decreases of £30.6m, the total estimated end of year balance will be £(69.2)m.  This is subject to actual use of reserves and provisions for events that are not yet certain.


5.2 Of the projected balance of £(69.2)m, £13.8m belong to schools, £12.5m is committed to the current capital programme.  Much of the remaining amount is set aside to meet known, estimated and/or expected future spend and/or liabilities.

5.3 £2.7m of the insurance reserve, £1.7m of the General Reserve and £4.2m of the Housing VAT Receipts capital reserve, are proposed to be released to support £8m of expenditure as part of the draft 2013/14 and 2014/15 budget proposals.


5.4 The Council is required by law to maintain a minimum level of reserves to meet unexpected or emergency expenditure, which is currently established at £6m of the General Reserve after taking into account the existing earmarked reserves and their known commitments.


5.5 There may be further commitments which will become clearer once the Government has announced the Local Government Finance Settlement in December, and the results of the public consultation of the draft budget proposals is known.


5.6 All reserves and provisions will be reviewed in detail as part of the final budget assessment in accordance with section 26 of the Local Government Finance Act 2006.


		Name of cash-backed reserve

		Purpose

		Officer*

		Balance as at 31 March 2012
(£000's)

		Net transfers in/out
(£000's)

		Expected Balance 31 March 2013
(£000's)

		Estimated future commitment
(£000's)

		Available
(£000's)

		Note on


commitment



		Revenue Reserve Analysis



		Earmarked



		Schools

		Similar to the general reserve but for each specific school.  Collation of previous under or over-spending against the school budget

		Heads & Governors

		(13,780)

		

		(13,780)

		13,780

		nil

		The school will determine what to spend their reserves on within the confines of regulation.



		Timperley Synthetic Pitch

		Contractual arrangement to support pitch replacement

		CD ETO

		(90)

		(15)

		(105)

		105

		nil

		Set aside to meet a future contractual liability



		Insurance Reserve

		Funds earmarked for future claims and to carry out risk management initiatives.

		DoF

		(6,307)

		227

		(6,080)

		3,265

		(2,815)

		The Council is largely self-insured and the reserve is established to cover the excess reduction in potential future claims payouts.  £2.0m is set aside for the Building policy, which has an excess of £250k per claim and an aggregate stop loss on any one year of £1.5m.  A further £215k is set aside for the schools’ balance or risks policy which is now completely self insured, and the Motor policy which has an excess per claim of £5k.  There is also a £574k commitment to fund the insurance 5 year plan, and a potential liability for MMI claw-back of £476k.



		Library Book Fund

		Funds earmarked for new library management system

		DoCS

		(80)

		

		(80)

		80

		nil

		Will be utilised in 2013/14 on new library management system



		Training

		To undertake corporate training across the Council.

		DoHR

		(414)

		192

		(222)

		222

		nil

		Committed in 2012/13 relates to AGMA Youth Employment Scheme, £101k, the costs of supporting the apprentice programme £47k and Members training £44k. Remaining balance will be used to smooth proposed reduction in training spend proposed in MTFP



		PARIS 

		To pay for legal/ancillary costs relating to Equal Pay/Value claims.  

		DoL

		(302)

		125

		(177)

		177

		nil

		Aim to settle all equal pay cases in 2012.  However, it is not yet known what the value of the final settlement will be.



		Transformation

		Money set aside to pump prime the achievement of the next stage of efficiencies through the Transformation Programme.

		CD T&R

		(2,080)

		581

		(1,499)

		1,499

		nil

		This is earmarked for future transformation activity. There is now a greater lead in time for projects to create savings and this provides working capital/ capacity to allow savings projects to be financed.  Figures assume an annual demand of approx. £600k per annum



		Voluntary Sector Grants Reserve

		Carry forward of prior year spend due to slippage on projects

		CD T&R

		(147)

		147

		0

		

		nil

		Unspent budget in 2011/12 now committed in 2012/13.



		Earmark Gen - Adult Social Care Review

		To facilitate and finance the transformational change of adult social services in order to deliver Putting People First and market transformation.

		CD C&WB

		(31)

		31

		0

		

		nil

		To be used towards replacement of social care management information system.



		Telecare

		Investment in technology to help in enabling older and more vulnerable people to live independently in their own home.

		CD C&WB

		(124)

		124

		0

		

		nil

		Fully committed in 2012/13



		Community Safety

		Investment in Community Safety initiatives.

		CD T&R

		(22)

		

		(22)

		22

		nil

		To mitigate the reduction in projects caused by the ending of Government grant.



		Earmark Gen - Employment Rationalisation

		To cover the cost of rationalising the employment of staff by the Council (i.e. severance pay)

		DoF

		(2,815)

		1,400

		(1,415)

		1,415

		nil

		Will be used to mitigate the corporate costs of down-sizing caused by austerity budgets in 2013/14.



		LAA Performance Reward Grant

		Grant awarded in 2010/11, to be utilised in conjunction with partners

		CD T&R for Leader

		(1,370)

		978

		(392)

		392

		nil

		Leader has delegated authority to approve, based on views of Trafford Partnership



		Olympics Support

		To cover costs associated with Olympic hosting 

		CD ETO

		(316)

		316

		0

		

		nil

		Fully committed in 2012/13



		Smoothing



		Legal Expenses

		Smoothing reserve for external legal expenses and also contingency for potential back claims regarding changes in land charges

		DoL

		(199)

		

		(199)

		199

		nil

		Exact amount of commitment on land charges is unknown and is dependent on level of potential claims



		Civic vehicle reserve

		Replacement of mayoral vehicle 

		DoL

		(8)

		(8)

		(16)

		16

		nil

		Annual sum set aside as depreciation from revenue budget



		MIA Debt restructure

		Smoothing of airport debt restructure costs over the medium term

		DoF

		(510)

		(198).

		(708)

		708

		nil

		The Council agreed to an unsecured loan of £8.7m with MIA in return for an annual yield of 12%. The loan is not due for repayment until 2055. As it is unsecured there is a risk of default. A proportion of the interest earned is used as a provision for default.



		Waste Levy

		To smooth the effects on the Council’s budget of movements in the waste levy over the medium term

		CD ETO

		(2,058)

		221

		(1,837)

		1837

		nil

		Annual increases in the levy are volatile during the construction phase of the PFI facilities. We have opted for a smoother levy to build the base budget gradually. The reserve has also been used to finance late adjustments in the levy. It should be fully utilised by 2016



		Elections

		To smooth the elections budget across the 4 year Municipal cycle.

		DoL

		(107)

		107

		0

		0

		nil

		Committed over a four year cycle.



		Interest Rates

		To smooth the effect on the Council’s budget of volatile movements in interest rates.

		DoF

		(1,009)

		(981)

		(1,990)

		1,990

		nil

		The money is entirely required to be set aside to assist in the payment of the remaining term of a stepped loan.



		General



		Delegated Service Budgets

		Revenue budget under/overspends to be carried forward as part of the Council’s Medium Term Financial Plans.

		CD’s

		(2,633)

		1,394

		(1,239)

		1,239

		nil

		Commitments are updated monthly in budget monitoring report



		General Reserve

		Collation of previous underspends on the General Fund

		DoF for Council or Executive

		(9,802)

		(2,123)

		(7,679)

		6,000

		(1,679)

		Minimum reserve of £6m, to be reviewed as part of the 2013/14 budget process.



		Collection Fund (TMBC share)

		Collation of previous underspends on the Collection Fund (Trafford Council Share)

		DoF

		(294)

		(10)

		(304)

		304

		nil

		Reasonable care is taken to ensure that the Collection Fund does not go into deficit, and equally that the surplus balance is not excessive.



		Collection Fund (GMPA/GMFRA share)

		Collation of previous underspends on the Collection Fund (Police & Fire share)

		DoF

		(52)

		(2)

		(54)

		54

		nil

		Legally belongs to GMPA & GMFRA



		Total

		(44,548)

		(6,752)

		(37,796)

		33,304

		(4,494)

		



		Revenue Provision Analysis



		VAT on Car Parking

		Monies held pending outcome of litigation affecting all LA's re VAT on off-street parking

		DoF

		(135)

		

		(135)

		135

		nil

		If the VAT tribunal/ court decision is not in our favour this money will be paid over to HMRC



		S117 Mental Health Act 1983

		Provision for charges which may have been unlawfully levied under S117 of the Mental Health Act 1983

		CD C&WB

		(418)

		

		(418)

		418

		nil

		Set aside to meet future claims and reviewed annually



		Employment Rationalisation

		Severance agreements with staff which may or may not be taken up

		DoF

		(14)

		14

		0

		

		nil

		An accounting requirement for redundancy payments to be made in 2012/13 



		Equal Pay

		Liabilities under Equal Pay legislation.

		DoF

		(3,168)

		?

		(3,168)

		3,168

		nil

		The Council is actively trying to settle all claims during 2012/13



		Public Liability Insurance

		Provision for self-insurance for Public Liability claims

		DoF

		(2,607)

		(97)

		(2,704)

		2,704

		nil

		This is assessed annually by an actuary and represents the estimated value of outstanding insurance liability claims



		Employers Liability Insurance

		Provision for self-insurance for Employers Liability claims

		DoF

		(856)

		57

		(799)

		799

		nil

		This is assessed annually by an actuary and represents the estimated value of outstanding insurance liability claims



		Bad and Doubtful Debts

		Provision for the possibility of not collecting all debt outstanding

		DoF

		(5,462)

		0

		(5,462)

		5,462

		nil

		Annually assessed as part of the closedown process and reviewed by External Audit.



		Total

		(12,660)

		(26)

		(12,686)

		12,686

		0

		



		Capital Reserve Analysis



		Earmark - ICT Development

		Investment in new ICT to improve efficiency Council-wide.

		CD T&R

		(944)

		574

		(370)

		370

		nil

		Expenditure fully committed to new CRM system, £530k, and Web/ customer strategy, £414k.



		Capital - LTA Decant

		To cover the cost of accommodation changes arising from the Long Term Accommodation Project

		CD T&R

		(1,172)

		995

		(177)

		177

		nil

		Reserve is fully committed to the LTA programme



		Capital - Accommodation Strategy

		The Council is rationalising its office accommodation and short term finance has been made available to improve those premises being retained.

		CD EGP

		(81)

		81

		0

		

		nil

		Will be spent on office moves or LTA in 2012/13



		Capital Receipts - VAT Shelter

		Income received from THT under a VAT sharing agreement. VAT is recovered by THT on work undertaken and shared with the Council

		DoF

		(8,219)

		2,000

		(6,219)

		2,000

		(4,219)

		£2m committed in 2012/13 against the LA mortgage scheme. Balance is held to cover any costs that may arise from warranties given to THT as part of the housing stock transfer. The main component is the asbestos warranty. There may be some costs arising from the demolition of the multi-storey blocks but there are no known instances after that. The asbestos warranty is for another 23 years. 



		Capital Receipts - Other 

		Income derived from sale of surplus assets to support the capital programme

		DoF

		(15,054)

		14,264

		(790)

		790

		nil

		Reserve is fully committed to support the capital programme and includes £12.7m earmarked to support the development of LCCC.



		Capital Related Grants

		Capital Grants to support the capital programme

		DoF

		(16,065)

		4,882

		(11,183)

		11,183

		nil

		Fully committed to support the capital programme. Grants mainly relate to those from DfE to support the schools capital programme e.g. primary capital strategy and basic need



		Capital Reserve (DFGs)

		Government grant specifically for investment in disabled facilities schemes

		DoF

		(1,049)

		1,049

		0

		

		nil

		Fully committed to the capital programme in 2012/13



		Total

		

		

		(42,584)

		23,845

		(18,739)

		14,520

		(4,219)

		





Key: Responsible Officers

		DoF

		Director of Finance



		DoCS

		Director of Customer Services



		DoHR 

		Director of Human Resources



		DoL

		Director of Legal & Democratic Services



		CD C&WB

		Corporate Director for Communities & Well-Being



		CD T&R

		Corporate Director for Transformation & Resources



		CD ETO

		Corporate Director for Environment, Transport & Operations



		CD EGP

		Corporate Director for Economic Growth & Prosperity



		CD’s

		Each respective Corporate Director
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TRAFFORD COUNCIL


Report to:


Accounts and Audit Committee


Date:



21 November 2012


Report for: 


Information

Report of: 
Audit and Assurance Manager


Report Title


		Accounts and Audit Committee – Work Programme – 2012/13







Summary


		This report sets out the updated work plan for the Committee for the 2012/13 municipal year.


It outlines areas to be considered by the Committee at each of its meetings, over the period of the year.  The work programme helps to ensure that the Committee meets its responsibilities under its terms of reference and maintains focus on key issues and priorities as defined by the Committee.


The work programme is flexible and can have items added or rescheduled if this ensures that the Committee best meets its responsibilities.





Recommendation


		The Committee is asked to note the 2012/13 work programme. 





Contact person for access to background papers and further information:


Name:

Mark Foster – Audit and Assurance Manager



Extension:
1323


Background Papers: 


Accounts and Audit Committee Terms of Reference.


		Committee Meeting Dates

		Areas of Responsibility of the Committee



		

		Internal Audit

		External Audit *

		Risk Management

		Annual Governance Statement / Corporate Governance

		Anti- Fraud & Corruption Arrangements

		Accounts



		28 June 2012



		Agree Committee’s Work Programme for 2012/13

Training & Development – Presentation on draft accounts (provided outside committee)





		

		- 2011/12 Annual Internal Audit Report




		- Audit Progress Report




		

		- Review 2011/12 draft Annual Governance Statement 


- Accounts and Audit Committee Annual Report to Council




		

		- Review 2011/12 draft accounts

-Treasury Management Annual Performance 2011/12



		26 September 2012

		Training & Development - Treasury Management (to be provided outside committee – 10 October 2012) 

                                       -  Role of External Audit (Presentation by the Audit Commission at the Committee meeting)



		

		- Q1 Internal Audit Monitoring Report 




		- Annual Governance Report




		- Strategic Risk Register Monitoring Report 




		- 2011/12 Annual Governance Statement (final version)

		· - Benefit Fraud Investigation 2011/12 Annual Report




		- Approval of Annual Statement of Accounts 2011/12



		21 November 2012



		Training & Development – Insurance (Presentation at the Committee meeting)



		

		- Q2  Internal Audit monitoring report




		- Annual Audit Letter

		

		

		- Anti Fraud and Corruption Policy and Strategy. 




		- Treasury Management : mid year review 


- Insurance update


- Reserves update



		Committee Meeting Dates

		Areas of Responsibility of the Committee



		

		Internal Audit

		External Audit

		Risk Management

		Annual Governance Statement / Corporate Governance

		Anti- Fraud & Corruption Arrangements

		Accounts



		5 February 2013

		Training and Development  - Benefit Fraud Investigation (Presentation at the Committee meeting)



		

		- Q3  Internal Audit monitoring report




		- Audit Opinion Plan 

- Grant Claims Report

		

		- Consider improvement action taken in 2012/13 in respect of a 2011/12 governance issue.

- Report on arrangements for 2012/13 Annual Governance Statement




		

		-Treasury Management Strategy



		20 March 2013

		Training and Development – consideration of 2013/14 work programme.





		

		- 2013/14 Internal Audit Plan




		

		- Risk Management Policy and Strategy  


- Strategic Risk Register Monitoring Report




		- Consider improvement action taken in 2012/13 in respect of a 2011/12 governance issue.


- Effectiveness of Internal Audit (Annual Review)




		- Anti Fraud & Corruption / National Fraud Initiative update 

		





* Details for the External Audit work plan are subject to confirmation given the changes in external audit arrangements for 2012/13.
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Report to:


               Accounts & Audit Committee – 21 November 2012











Executive – 26 November 2012

Report for:



              Decision

Report of: 
              The Executive Member for Finance and Acting Corporate Director 










                                Transformation & Resources

Report Title


		Treasury Management 2012-13 Mid-Year Performance Report





Summary


		In accordance with the CIPFA Code of Practice adopted by the Council, this report provides for an update on the progress of the treasury management activities undertaken for the first half of 2012/13.

· Debt Activity:-


Due to a combination of (a) the continual uncertain world economic situation, (b) concerns of

counterparty security and (c) Interest rate differential due to investment rates being

considerably lower than borrowing rates, no new debt will be taken and this action will


generate a saving in interest payable for 2012/13 of £(314)k. During the first half of 2012/13

no debt restructuring exercises were undertaken.

· Investment Activity:-

The priorities when undertaking any investment continue to be security, liquidity and rate of return and for the first half of 2012/13 the investment interest generated from proactive cash flow management was £(454)k which equates to a rate of 1.07%.  This return is 0.64% or £(273)k above the comparable performance indicator of the average 7-day London Interbank BID interest rate of £(95)k above budget.

· Prudential Indicators:-


Of the 10 prudential indicators approved by Council in February 2012, the only indicator to be breached during the first half of the year, was the “Total Capital Expenditure to be incurred in 2012/13”. The detail of this breach has previously been reported to Members in the quarterly Capital monitor reports issued to the Executive Committee.  All other legislative and regulatory requirements have been complied with.





Recommendations


		That the Executive & Accounts & Audit Committee be requested to:

1. Note the Treasury Management activities undertaken in the first half of 2012/13 and

2. Agree the exception to one prudential indicator, relating to capital expenditure.







Contact person for background papers:


Graham Perkins – Technical Accountant Extension: 
4017


Background papers: Treasury Management Strategy report 2012 – 2014/15




        Treasury Management Outturn report 2011/12

		Relationship to Policy Framework/Corporate Priorities

		Value for Money



		Financial 

		As a result of no new debt being taken in 2012/13 £(314)k of loan interest will be saved.  In addition to this additional £(95)k of investment interest has been generated due to income being received ahead of requirement.  



		Legal Implications:

		No legal implications arising from this report



		Equality/Diversity Implications

		Not applicable



		Sustainability Implications

		Not applicable



		Staffing/E-Government/Asset Management Implications

		Not applicable



		Risk Management Implications 


		The monitoring and control of risk underpins all treasury management activities.  The main risks are of adverse or unforeseen fluctuations in interest rates and security of capital sums.



		Health and Safety Implications

		Not applicable





1.


        BACKGROUND 


1.1








  The Council operates a balanced budget and from which the treasury management



  operations ensures that day to day cash flow events are adequately planned, surplus



  monies are invested in low risk counterparties and the longer term cash flow of the



  Council’s capital spending operations are met. 


1.2



  Treasury management in this context is defined as:


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


1.3

Each year and in order to comply with the requirements of both the CIPFA Code of Practice on Treasury Management (the Code) and the CIPFA Prudential Code for Capital Finance in Local Authorities (the Prudential Code), the Accounts & Audit Committee together with the Executive will receive the following reports:


· annual treasury strategy for the year ahead ( February)


· mid year update report (November i.e. this report)


· annual report describing the activity undertaken compared to the strategy


       

(June) 








   For information, Full Council receives the annual strategy and activity report for approval.

1.4


   This mid-year report has been prepared in compliance with CIPFA’s Code of Practice on



   Treasury Management, and covers the following:


· Economic Update (section 2)


· Treasury Position (section 3)


· Debt Activity (section 4)


· Investment Activity  (section 5)


· Risk Benchmarking (section 6)


· Prudential and Performance Indicators (section 7)

· Other Activity Update (section 8)


· Recommendations (section 9)


3. ECONOMIC UPDATE 


2.1

       During the first half of 2012/13 the main economic headlines were as follows:-













                      

                       UK         

·      Prospects of the UK economy recovering swiftly from recession suffered

            a blow in August when the Bank of England substantially lowered its 

            expectations for the speed of recovery and rate of growth for the coming

            months;  

· The Monetary Policy Committee has kept the Bank Rate at 0.5% and quantitative

            easing was increased by £50bn to £375bn in July;  

· The Bank of England and the Government announced in June, a new “funding


            for lending” programme totalling £80bn enabling eligible banks access to 


            cheap funding during an 18 month window ending January 2014, for


            on-lending to institutions;

·      Retail sales volumes despite the Olympic Games fell in August by 0.2%; 


· Consumer Price Inflation fell from 3.0% in April to 2.2% in September 

                       (Government target is 2%);

· Unemployment fell by 15,000 in August, the biggest fall since June 2010;

· Annual growth of average earnings rose to 1.4% in July;

· UK left recession in the third quarter of 2012 with the Gross Domestic Product figures issued by the Office for National Statistics showing that the economy grew by 1.00% between July & September, its strongest quarterly growth in five years.


Eurozone

·      Confidence continues to remain weak due to successive “rescue packages”; 

·      Unemployment rose to 11.6% in September the highest rate since the creation of the euro in 1999.

                       Worldwide

·      Manufacturing data from China & Japan was weaker than expected;

·      The Bank of Japan undertook further Quantitative Easing;    

·      In the US unemployment continues to remain high although the housing market


            is starting to show positive signs of a recovery;        

·     The US Federal bank announced in September that a third round of                       quantitative easing of $40bln per month, potentially adding another $1.7 trillion to the $2.3 trillion already issued. 

2.2
Providing accurate economic forecasts are at the best of times very difficult to undertake, and in the current economic climate, this has now been made even more difficult to do.  The current outlook is as follows: 





                       UK  

·     

Consumer expenditure is expected to be weak as the focus on reducing personal debt, negative economic sentiment and job fears continues;  


·     Low growth is set to remain;

·     Bank Rate is unlikely to rise in the next 24 months and further extensions of

           quantitative easing may take place;

·     CPI is forecast to average below the 2% target from Quarter 4 2013.

                      Eurozone


·     Growth will remain weak as austerity programmes in various countries restrict 

                      economic recovery;

·     It is widely anticipated that Greece will seek a third bail out.      

                       Worldwide

·     Concern is increasing that the Chinese economy is heading for a hard landing, rather                   than a gentle slowdown;

·     America is constrained by political deadlock which prevents a positive approach to countering weak growth.  Whether the presidential election in November will remedy this deadlock is debatable but urgent action will be required early in 2013 to address the US debt position;

·      It is unlikely the US will increase interest rates until at least mid 2015.  

2.3
Interest rate forecasts are provided by the Council’s treasury management advisors Sector and the table below outlines the latest situation as at mid October 2012:


		

		2012-13


Original Forecast%

		2012-13


Revised 


Forecast%

		2013-14 %

		2014-15 %



		UK Bank Rate

		0.50

		0.50

		0.50

		0.75



		Investment Rates


3 month


1 Year

		0.70


1.60

		0.60


1.35

		0.60


1.50

		1.00


2.20



		PWLB Loan Rates


5 Year 

25 Year 

		2.40


4.30

		1.80

4.20

		1.85

4.20

		2.30

4.40





2.4
As a result of the economic position the Council will continue to take a cautious approach to its treasury management strategy.

3.
TREASURY POSITION  

3.1
The Council’s debt and investment position at the beginning and midway through the current financial year is as follows:

		

		31 March 2012

		30 September 2012



		

		Principal (£m)

		Total (£m)

		Interest Rate (%)

		Principal (£m)

		Total (£m)

		Interest Rate (%)



		DEBT

		

		

		

		

		

		



		Fixed rate:

		

		

		

		

		

		



		 - PWLB

		44.7

		

		

		44.6

		

		



		 - Market

		25.0

		69.7

		5.55

		25.0

		69.6

		5.55



		Variable rate:

		

		

		

		

		

		



		 - PWLB

		0.0

		

		

		0.0

		

		



		 - Market

		31.0

		31.0

		4.58

		31.0

		31.0

		4.58



		Total debt

		

		100.7

		5.25

		

		100.6

		5.25



		

		

		

		

		

		

		



		INVESTMENTS

		

		

		

		

		

		



		 - Fixed rate

		49.3

		

		

		65.1

		

		



		 - Variable rate

		27.3

		

		

		19.4

		

		



		Total Investments

		

		76.6

		1.12

		

		84.5

		1.04



		NET ACTUAL DEBT

		

		24.1

		

		

		16.1

		





Net actual debt = Total debt less Total Investments


3.2 When reviewing the table above it is important to note that the investment figures fluctuate daily reflecting funds which were available on a temporary basis due to timing issues such as precept payments, receipt of grants and progress on the capital programme.

4.
     DEBT ACTIVITY 

4.1
The Council’s underlying need to borrow is called the Capital Financing Requirement (CFR) and this represents the level of capital expenditure which is not funded from revenue or other capital resources (capital receipts or grants).


4.2
The continuing “cost of carry” i.e. the difference between long term debt interest rates (4.0% to 4.5%) and the return available from short term investments (1%) has led to the Council continuing its strategy of borrowing internally (using cash supporting the Council’s reserves and balances instead) and for 2012/13 this action will generate a saving of interest payable of £(314)k.
 

4.3
In the current economic climate and interest rate structure, debt rescheduling opportunities have been limited due to the high breakage penalty (premium) costs which would need to be incurred.  Therefore during the first half of the year no debt restructuring has been undertaken.  

4.4
For reference the maturity structure of the debt portfolio has not changed significantly from that previously reported in the 2011/12 Outturn report.


5.
 INVESTMENT ACTIVITY

5.1
   The investment strategy has one over-riding consideration, that of counterparty risk and

             in order to keep this risk to the minimum thereby safeguarding the Council funds, the 

             following “voluntary” action was continued from that undertaken previously and will remain

             in place until it is considered that conditions have improved from their current state;

· no investments placed with any Euro zone institution and

· the maximum period investments are placed for is maintained at 3months 

 except for when investing with the UK Government and related entities,


 (i.e. UK semi-nationalised institutions (Lloyds / RBS) or UK banks (HSBC) which

 are deemed essential to the UK banking system).

5.2

As highlighted at Section 2, the investment market continues to be very difficult in terms of


            earning the level of interest rates seen in previous decades and given these elements,


            investment returns are likely to remain low for the foreseeable future. 

5.3
The Council’s temporary investments at 30/09/2012 were £84.5m and were invested in the following categories;

		Sector

		Country

		Value (£m)



		Banks

		UK

		51.1



		Building Societies

		UK

		  5.0



		Money Market Funds

		UK

		19.4



		Banks

		Rest of World

		  9.0



		Total

		

		84.5





      







       The maturity structure of the investment portfolio was as follows:


		

		31 March 2012

(£m)

		30 September 2012

(£m)



		Instant Access

		27.3

		19.4



		Under 1 year

		49.3

		65.1



		Total

		76.6

		84.5





5.4
During the first half of 2012/13, the Council maintained an average investment balance of £84.3m comprising of working cash balances, capital receipts, earmarked reserves and other funds such as capital grants being received in advance of expenditure.  As a result of proactive management by the Council’s treasury management section, these funds generated an average return of 1.07% producing £454k of interest which was 0.64% or £273k above the comparable performance indicator of the average 7-day London Interbank BID (LIBID) rate, of 0.43% and 0.07% and £(95)k above budget.  

5.5
None of the institutions in which investments were placed had any difficulty in repaying and the list of institutions in which the Council invests is kept under continuous review.


5.6
During the first half of the year the Council had no liquidity difficulties due to proactive cash flow management and no temporary borrowing was undertaken.

5.7
A breakdown of the Council’s investments, as at 30 September 2012 is provided at Appendix A for reference. 

6.
 RISK BENCHMARKING

6.1
In accordance with the Code of Practice and Department for Communities and Local Government Investment Guidance appropriate security and liquidity benchmarks are used by Officers to monitor the current and future potential risk conditions and undertake any corrective action to the operational strategy if required. 

6.2 These benchmarks are simple guides to maximum risk (not limits) and so may be breached from time to time, depending on movements in interest rates and counterparty criteria.

6.3 During the first half of 2012/13 the Acting Corporate Director of Transformation & Resources can confirm that no benchmarks, which were set in the Strategy report in February 2012, were breached as shown from the information below;

· Security – This table shows the benchmark for the Council’s investment portfolio for each individual year and reflects the level of potential default when compared to the historic default rates.  

		

		1 year

		2 years

		3 years



		Original maximum default rate 

		0.08%

		0.06%

		0.08%



		Position at 30.09.12

		0.01%

		0.00%

		0.00%





· Liquidity – In respect of this the Council set liquidity facilities/benchmarks of:


 Bank overdraft - £0.5m


 Liquid short term deposits of at least £20m available with a week’s

 notice.


 Weighted Average Life (WAL) benchmark expected to be 6 months,

 with a maximum of 3 years.

 For the first half of 2012/13 the above liquidity arrangements were

 complied with and at 30 September 2012 the WAL of its investments

 was 2.25 months.

· Yield -       The local measure of the yield benchmark is to achieve a return above

 the 7 day LIBID rate.

 For the first half year of 2012/13 the investment interest return

 averaged 1.07%, against a 7 day LIBID rate of 0.43%.


· Origin –    This stipulated that no more than 40% of the Council’s total investments

 to be directly placed with non-UK counterparties at any time.  


 For the first half of 2012/13 the maximum level during this period was 21%.

7.




         PRUDENTIAL AND PERFORMANCE INDICATORS 


7.1
In accordance with CLG Guidance, the CIPFA prudential Code and the CIPFA Code of Practice on Treasury Management the Council has in place a total of 10 prudential indicators ensuring that the Council’s capital expenditure plans and borrowing remain robust, prudent and sustainable.  

7.2
These indicators were originally set in February 2012 for the forthcoming year and are monitored on a monthly basis.  During the first half of 2012/13 it can be reported that only one of these indicators the “Total Capital Expenditure to be incurred in 2012/13” was breached by £5.0m.  The detail of this breach has previously been reported to Members in the quarterly Capital monitor reports issued to the Executive Committee however for reference it was as due to £4.0m of new school projects being approved and £1.0m of rephased spend from 2011/12.

7.3       
The Council’s Performance and Improvement Audit & Assurance Service reported for the 7th


                year in succession that the treasury management service offered a High Level of Assurance 


            and for the 4th successive year there were no recommendations required to be implemented


            as a result of their audit.


 8.
OTHER ACTIVITY UPDATE

8.1
       During the course of the first half of the year several activities / events have taken place

            which could have an impact on the treasury management activities of the Council and these

            are listed below for reference;


·      PWLB “Certainty” rate - In the March 2012 budget, the Government announced it


                       was to introduce cheaper funding for Local Authorities via the PWLB.  Further details

                       were released in August and this 
PWLB “certainty rate” will be available from 1

                       November 2012 at a rate of interest 20pts below the standard rate on all loan types,

·      PWLB “Scrutiny” rate - A “further reduced rate” was also suggested in the March 2012 budget, however further information about this rate, since called the ‘scrutiny rate’, remains vague with the Treasury only commenting that it was continuing to work with the local government sector on this issue.

·      LIBOR rate fixing issue – London Interbank Offered Rate  is an interest rate used by money market institutions and is calculated from 16 banks operating in the UK submitting their costs for unsecured borrowing to the British Bankers Association for periods ranging from overnight to 1 year  on a daily basis.  The B.B.A. then issue the LIBOR rate for use at 11.00am each day based on the average of these costs after disregarding the top and bottom 4 rates provided.  Currently the banks providing this information are under investigation by the UK authorities for allegedly providing either artificially high or low figures resulting in a false LIBOR rate being created.   


·      Local Government Bond Agency – An alternative borrowing option to the traditional choices of taking funds from either the PWLB or Money Market is being created by the Local Government Association.  It is currently working on creating a self-sustaining collective local government bond agency which would provide funds specifically for the local authority sector at rates of interest similar to that offered by the new PWLB “Certainty” rate.    


8.2


 The Council will give these issues above due consideration during the course of its 

             operations however it should be noted the Local Government Bond agency is unlikely


             to be operational until 2014.


9          RECOMMENDATIONS

9.1


      That the Executive & Accounts & Audit Committee be requested to;

· note the Treasury Management activities undertaken in the first half of 2012/13 and

· agree the exception to one prudential indicator, relating to capital expenditure. 


Other Options


N/A

Consultation


Information for the period 1 April 2012 to 30 September 2012 was obtained from Sector, the Council’s external consultants.


Reasons for Recommendation


The report meets the requirements of both the CIPFA Code of Practice on Treasury Management and the CIPFA Prudential Code for Capital Finance in Local Authorities.  The Council is required to comply with both Codes through Regulations issued under the Local Government Act 2003.



Finance Officer Clearance       ……ID……



Legal Officer Clearance
           ........MJ.......


Director’s Signature               …………….

                                                                                                                  APPENDIX  A

Breakdown of Investments as at 30 September 2012

		Counterparty

		Amount   


£

		Amount 


£



		UK Institution

		

		



		Building Societies

		

		



		Nationwide

		5,000,000

		5,000,000



		Banks

		

		



		Barclays


HSBC


Lloyds


Royal Bank of Scotland


The Co-operative

		9,000,000


6,000,000


17,100,000


15,500,000


3,500,000

		51,100,000



		Money Market Funds

		

		



		Invesco Aim


Federated Primerate

Goldman Sachs


Ignis


Legal & General

Morgan Stanley

		2,600,000


3,300,000


4,100,000


3,700,000


3,900,000


1,800,000

		19,400,000



		Total UK Institutions

		75,500,000



		Non UK Institutions

		

		



		National Bank of Abu Dhabi


Development Bank of Singapore


United Overseas Bank

		5,000,000


2,000,000


2,000,000

		9,000,000



		Total Non UK Institutions

		9,000,000



		Grand Total

		84,500,000
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Date:
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Report for: 


Information 

Report of: 
Audit and Assurance Manager


Report Title


		Audit and Assurance Report for the Period July to September 2012.







Summary


		The purpose of the report is:


· To provide a summary of the work of Audit and Assurance during the period July to September 2012.

· To provide ongoing assurance to the Council on the adequacy of its control environment.







Recommendation


		The Accounts and Audit Committee is asked to note the report.







Contact person for access to background papers and further information:


Name:

Mark Foster – Audit and Assurance Manager



Extension:
1323


Background Papers: 


Audit and Assurance reports
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		1. Purpose of Report



		This report summarises the work of the Audit and Assurance Service between July and September 2012.  At the end of the year, these quarterly reports will be brought together in the Annual Internal Audit Report which will give the Audit and Assurance Service’s opinion on the overall effectiveness of the Council’s control environment during 2012/13.





		2. Planned Assurance Work



		Key elements of the 2012/13 Work Plan include:


· Fundamental Financial Systems reviews


· Annual corporate governance review


· Completion of the Annual Governance Statement for 2011/12

· Audits of council partnership arrangements

· Continued review of risk management arrangements and provision of guidance.


· Review of Corporate Procurement Arrangements, contracts audits and value for money arrangements


· ICT audit reviews


· Anti fraud and corruption work 


· Ongoing advice to services and Input / advice in respect of key projects across the Council, including supporting the council’s transformation agenda.

· School audits and other establishment audit reviews such as libraries and children’s centres


· Audit reviews of other areas of business risk.





		3. Main areas of focus – Q2 2012/13



		Work in this quarter covered a number of the main themes listed above including :


· Fundamental financial system reviews; 


· Issue of draft findings following the audit review of the Council’s business continuity arrangements

· Issue of the final report for the 2011/12 Corporate Governance review


· Issue of school audit reports


· Issue of final reports from a number of other reviews (Free School Meals, Section 17 Payments (Children’s Act 1989), Procurement Pre-Qualification Questionnaire process, one children’s centre)





		



		Points of information to support the report:



		Audit Opinion Levels (RAG reporting) :

		Report Status:



		Opinion – General Audits     

High – Very Good



Green


Medium / High – Good



Green       


Medium – Adequate



Green


Low / Medium -  Marginal


Amber


Low – Unsatisfactory



Red 


An opinion is stated in each audit report to assess the standard of the control environment.



		Draft reports:


These are issued to managers prior to the final report to provide comments and a response to audit recommendations. 


Final reports:


These incorporate management comments and responses to audit recommendations, including planned improvement actions.  






		Breadth of coverage of review  (Levels 1 to 4)

Provides an indication as to the nature / breadth of coverage of the review in terms of which aspects of the organisation’s governance and control environment it relates to. Levels are as follows:


· Level 4 :  Key strategic risk or significant corporate / authority wide issue  - Area under review directly relates to a strategic risk or a significant corporate / authority wide issue or area of activity.  


· Level 3 :  Directorate wide  - Area under review has a significant impact within a given Directorate.


· Level 2 :  Service wide  - Area under review relates to a particular service provided or service area which comprises for example a number of functions or establishments.


· Level 1 :  Establishment / function specific  - Area under review relates to a single area such as an establishment.

Summary of Assurances for 2nd Quarter 2012/13

Q2 – 2012/13

2 draft reports and 12 final reports


Chart 1 – Analysis of Assurance by Opinion Levels


               (Quarter 2)

[image: image2.emf]Assurances - All reports issued in Quarter 


Two, 2012/13 (14 reports)





0%


86%


14%


Green


Amber


Red




Chart 1 shows that good or at least adequate levels of control were in place for 86% of areas reviewed with 91% at least adequate for the year to date (Chart 2).  




		Level of Risk Associated with Opinion Level and Breadth of Coverage 


This provides an estimate of the level of risk given the audit opinion provided and breadth of coverage of the review. 


High Risk (H)       – Red Opinion / Level 3 or 4 


Medium Risk (M) – Red Opinion / Level 1

                                or 2 , or


Amber Opinion / Level 2, 3 or 4. 


Low Risk (L)        – Green Opinion or Amber Opinion /  Level 1.


Year to Date (up until 30 September 2012)

3 draft reports and 20 final reports 


Chart 2 - Analysis of Assurance by Opinion Levels (Year to Date)
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		4. Overall Conclusions

		



		A total of 14 audit reports were issued in the quarter, 12 final reports and two draft reports.  For 10 of the 12 reports issued, at least an adequate (medium or above) opinion was given.

This included High Opinions for three fundamental financial systems reviews (Purchase to Pay system – previously reported at draft stage in the quarter one report; Treasury Management and National Non-Domestic Rates).  For the other fundamental financial system reports (Accounts Receivable and Personal Budgets) Medium/High opinions were given.

There were three school audit reports issued in the quarter (2 Medium opinions and one Low/Medium). For the latter which relates to St. Hilda’s CE Primary School, it is acknowledged that since the audit progress is being made to implement recommendations and there will be a follow up audit review in 2013/14 to review progress.     


The other report where a less than adequate opinion was given (and deemed medium risk) was for the review of Section 17 Payments (Children’s Act 1989).  Details were provided in the previous quarter one update at draft report stage.  The final report has now been issued which includes an agreed action plan which will be followed up in 2013/14.  It is acknowledged that since the audit, actions have been undertaken or are planned to address the recommendations made.  



		As reported in Section 7, 90% of all recommendations 


made in the final reports issued have been accepted.  For recommendations where there is not acceptance, Audit and Assurance is following up with relevant service areas.   


During the period, the Audit and Assurance Service also issued a report on its annual review of Corporate Governance arrangements and supported the process for agreeing the final version of the Annual Governance Statement, which was approved by the Accounts and Audit Committee at its 26 September 2012 meeting.


Other final reports issued during the period were


- Free School Meals Administration (Medium)


- Broadheath and Dunham Children’s Centre (Medium/High)


- Processes relating to Pre-Qualification Questionnaires (used to assess prospective Council contractors) (Medium/High).

Finally, draft findings from a review of Corporate Business Continuity management arrangements were shared with management.


(A listing of all audit report opinions issued including key findings is shown in Section 5). 






		

		



		5. Summary of Audit & Assurance Opinions Issued – Q2: 2012/13








		REPORT NAME


(DIRECTORATE) / (PORTFOLIO) by Coverage Level (1-4)

		-OPINION


-R/A/G


-Date Issued

		COMMENTS



		FINAL REPORTS

		

		



		Level 4 Reports :




		

		



		Purchase to Pay System 2011/12 (Formerly Accounts Payable) (Transformation &Resources) / (Finance)

		High


(GREEN)

(24/7/12)

		A high level of assurance was given in last year’s review and ongoing compliance with controls in place has resulted in a high level of assurance being maintained for this year.  






		Treasury Management 2011/12 (Transformation & Resources) / (Finance)

		High


(GREEN)


(25/7/12)

		A high level of assurance was given in last year’s review and ongoing compliance with controls in place has resulted in a high level of assurance being maintained for this year.



		National Non Domestic Rates (NNDR) 2011/12 


(Transformation and Resources) / (Finance)

		High


(GREEN)


(22/8/12)

		A high level of assurance was given in last year’s review and ongoing compliance with controls in place has resulted in a high level of assurance being maintained for this year.



		Accounts Receivable 2011/12 (Transformation and Resources) / (Finance)

		Medium / High


(GREEN)


(20/9/12)

		The audit opinion given relates to the operation of the Accounts Receivable System overall across the Council and not just the central work relating to the Rating and Income Team.  Most of the recommendations made last year were followed up and it was found that most had been implemented and one was in progress.  Although most controls were operating to a satisfactory standard, an area for improvement related to the need for invoices to be raised promptly by the Building Control Service for inspection fees.



		Procurement : Pre Qualification Questionnaire (PQQ) processes  (Transformation and Resources) / (Finance)

		Medium / High


(GREEN)


(28/9/12)

		A PQQ is a questionnaire sent to prospective contractors by the Council for assessing the suitability of supplier’s commercial, technical and financial capabilities and providing a method of short listing interested suppliers meeting the minimum qualification criteria.  Testing confirmed a satisfactory level of compliance with controls covering most business risks.  Recommendations included ensuring relevant documentation currently held relating to PQQ evaluations and the Council’s tender and procurement processes is stored on the Council’s ProContract system to ensure that there is a full audit trail in place for tender evaluations and contract award decisions made.



		Corporate Governance Review 2011/12 (Authority-wide & Transformation & Resources ) / (Transformation and Resources)

		N/A - see comments


(GREEN)

(23/8/12)

		The Authority continues to demonstrate compliance with CIPFA/SOLACE Corporate Governance framework supporting principles.  The report provides a position statement as at March 2012, based on assurance gathered across the Council.  The review was a key element in the process for compiling the Council’s 2011/12 Annual Governance Statement which was completed in June 2012.



		

		

		



		Personal Budgets 2011/12 (Communities and Wellbeing) / (Adult Social Services)

		Medium / High


(GREEN)

(16/8/12)

		Testing confirmed a satisfactory level of compliance with controls covering most business risks.  There is a need to improve controls in respect of a small number of risks including the need to reduce outstanding client contributions with either a formal escalation policy or to consider paying the service user the net amount needed for their care making them directly responsible for paying their assessed client contribution to the service provider.



		

		

		



		Level 2 Reports :

		

		



		Section 17 Payments – Children’s Act 1989 (CYPS) / (Supporting Children and Families)

		Low / Medium


(AMBER)

(25/7/12)

		As reported at draft report stage within the previous Audit and Assurance update report, the objective of the review was to review controls in place for the administration of Section 17 monies, used to support children in need and their families. Testing revealed improvements are necessary to control a number of business risks.  Recommendations included improvements in the maintenance of supporting records and procedures for evidencing the approval of payments.  It is acknowledged that since the audit, actions have been undertaken or are planned to address the recommendations made.  This review will be followed up as part of the 2013/14 Internal Audit Plan. 



		

		

		



		Free School Meals (Transformation and Resources) / (Transformation and Resources)

		Medium


(GREEN)


(6/8/12)

		As reported at draft report stage, overall, adequate standards of control were found to be in place. There were a number of recommendations made, however, including ensuring an adequate division of duties in the process for administering applications and reviewing ongoing eligibility.  It was also identified that application forms should be reviewed to ensure consistency between manual and on-line forms.   An action plan was agreed to implement most recommendations made during 2012/13 with the remainder in the following year.



		

		

		



		Level 1 Reports :

		

		



		Broadheath and Dunham Children’s Centre


(CYPS) / (Supporting Children and Families)

		Medium / High


(GREEN)


(10/7/12)

		Testing revealed an adequate and effective level of compliance with the controls covering most business risks.  Recommendations included some improvements to governance arrangements relating to the Centre’s Advisory Board including regular review of its terms of reference.



		St. Hilda’s CE Primary School (CYPS) / (Education)

		Low / Medium


(AMBER)

(20/7/12)

		Recommendations were made across a number of operational areas to improve controls in place including ordering and payment processes, divisions of duties in the banking of income and asset / data security.  It is acknowledged that since the audit, actions have been undertaken or are planned to address the recommendations made.  This review will be followed up as part of the 2013/14 Internal Audit Plan.



		Bollin Primary School (CYPS) / (Education)

		Medium


(GREEN)

(14/9/12)

		There were a number of areas of good practice but there is a need to improve controls to manage some risks.  Recommendations included reviewing procedures relating to the receipting and checking of income received prior to banking, and clearly defining procedures in respect of the administration of the school fund.  



		

		

		



		DRAFT REPORTS




		

		



		Level 4 Reports :

		

		



		Business Continuity (Transformation and Resources & Authority Wide) / (Transformation and Resources)

		Medium


(GREEN)

(7/9/12)

		The Civil Contingencies Act 2004 (CCA) places a duty on local authorities to establish and maintain Business Continuity Plans and to ensure that organisations delivering services on its behalf can still deliver to the required extent in an emergency. The Authority completed a major update of its approach to business continuity management in 2009 which included development of procedural guidance, training and standard templates which are in place.  As from May 2012, following changes to service structures, a number of officers within the Partnerships and Performance team have been designated as responsible for offering advice and guidance to staff on Business Continuity.  The draft report concludes that given the revised arrangements it is acknowledged that further work is required to embed procedures particularly in relation to ongoing monitoring of business continuity arrangements across services.  The final report is to be issued to incorporate management comments.



		

		

		



		Level 1 Reports :

		

		



		Urmston Junior School (CYPS) / (Education)

		Medium


(GREEN)


(25/7/12)

		At the end of quarter two this report was at draft stage.  A management response has been received and details of the final report will be included in the quarter three update report.





		6. Other Assurance Work






		There is a significant amount of work undertaken by the Service that does not result in an audit opinion being given.  There is ongoing work such as the provision of advice; conducting investigation work; co-ordinating the update of the Council’s Strategic Risk Register and undertaking financial appraisals of contractors. 





		In addition to the above, other work undertaken during Q2 included:


· Contributing to further training events for schools including a workshop for schools staff in July 2012 on the Schools Financial Value Standard (SFVS) and a presentation on the role of Internal Audit at an induction event for new Head Teachers in September 2012.

· Supporting the Corporate Director (Environment, Transport and Operations) in providing assurance in respect of the annual report submitted by the Council to the Environment Agency on the Council's carbon emissions.  This was achieved by reviewing the systems for supporting the production of the figures on the annual report and confirming the accuracy of the reported outturns.

· Co-ordinating the production of the final agreed version of the Annual Governance Statement, approved by the Accounts and Audit Committee in September 2012.



		



		7. Impact of Audit Work – Improvements to the Control Environment


Key indicators of the impact of Audit and Assurance are: (a) Acceptance of Recommendations (b) Implementation of them.






		Acceptance of Recommendations



		From the final reports issued during the quarter:


· 90% of all recommendations made (94 out of 104) have been accepted (In the year to date 90% of recommendations have been accepted against a Service annual target of 95%).   





		Implementation of audit recommendations



		Final audit reports are followed up to assess progress in implementing improvement actions identified through audit recommendations.  Recommendations made by the Audit and Assurance Service are followed up by a number of means.  These include:


· Internal audit follow up reviews which specifically review progress made in implementing all recommendations in previous audit reviews.


· Requesting assurance from managers as to progress made by the completion of self assessments.


· Through reviews undertaken on an annual or cyclical basis e.g. fundamental systems reviews, assessing progress in terms of ongoing improvements in controls.


In quarter one and two, where fundamental financial system audits were undertaken, this included coverage of progress in implementing previous recommendations in addition to whether controls previously found to be adequate and effective had been maintained compared to the previous year.  In respect of these, for the five final reports issued as listed in Section 5 (Purchase to Pay, Treasury Management, NNDR, Accounts Receivable and Personal Budgets), all overall opinions provided had been maintained or improved compared to the previous year, three opinions being High and two Medium/High.    





		

		



		8. Performance against Audit & Assurance Annual Work Plan






		Appendix A shows an analysis of time spent to date against planned time for the 2012/13 Operational Internal Audit Plan



		As at the end of quarter two, 678 audit days were spent to date (against profiled planned time of 653 days).  


It should be noted that a Principal Audit and Assurance Officer left the Council in June 2012 and the vacancy is not planned to be filled.  There are no plans to make any significant revision to the 2012/13 Internal Audit Plan, providing that the loss of available audit days can be met from the contingency.  All planned review work detailed in the Plan reported to the Accounts and Audit Committee in March 2012 is being progressed or planned to be undertaken in 2012/13.  This position will be kept under review and if there are any significant changes from this position it will be reported in future updates.   

For each audit, a client questionnaire is sent out canvassing managers’ views on the conduct of the audit review and its impact.  The responses received to date will be collated and included as part of the quarter 3 update report. 





		9. Planned Work for Quarter 3, 2012/13





		Progress will continue to be made in completing each category of work in the audit plan. Areas of focus will include :






		· Presenting the proposed updated Anti-Fraud and Corruption Strategy to CMT and the Accounts and Audit Committee.

· Co-ordinate the submission of Council data to support the National Fraud Initiative


· Issue report on findings from the audit review of governance arrangements for the Trafford Partnership


· Issue report on findings from the audit review of corporate information governance and security arrangements

· Report on the audit review of the scheme for administering blue badges 

· Commencement of follow up work in respect of 2011/12 school audits where lower than adequate opinions were given.

· Commencement of work on reviewing and updating the Council’s Risk Management Policy and Guidance to be submitted to CMT and the Accounts and Audit Committee towards the end of 2012/13.





		





		APPENDIX A






		2012/13 Operational Plan: Planned against Actual Work (as at 30 September 2012)








		Category

		Details

		Planned Days 2012/13

		Planned Days (up to 30/9/12)

		Actual Days (as at 30/9/12)


 



		Fundamental Systems 




		Completion of 2011/12 fundamental systems reviews.


Planning and commencement of 2012/13 fundamental systems reviews.

		230

		120



		    110



		Governance

		Corporate Governance Reviews.


Collation of supporting evidence and production of the 2011/12 Annual Governance Statement  


Audit reviews of governance 


arrangements for the Council’s significant partnerships.

		140

		70

		      73



		Corporate Risk Management

		Progression of actions to support the Council’s Risk Management Strategy including review of risk management processes and awareness raising and provision of guidance to services and partnerships.

		40

		20

		      15



		Anti-Fraud and Corruption

		Work supporting the Anti- Fraud and Corruption Strategy, including raising awareness of supporting guidance to promote measures to prevent, deter or detect instances of fraud and corruption.  

Continued work in supporting the National Fraud Initiative.


Investigation of referred cases, including if applicable those highlighted through the National Fraud Initiative.  

		180

		90

		    121



		Procurement / Value for money




		Review of procurement / contract management arrangements across the council including systems in place and associated arrangements to secure value for money.

		120

		55

		     42



		ICT Audit




		Reviews to be completed in line with the ICT audit plan.  

Investigation of misuse of ICT and awareness raising regarding appropriate use of ICT.

		120

		55

		     43





		Schools

		School Audit reviews


Support the Council in raising awareness with schools of the new DfE Schools Financial Value Standard (SFVS).


 Pupil Referral Unit follow up audits

		190

		38

		     54



		Establishments

		Reviewing governance and control arrangements across a range of establishments such as libraries, youth centres and children’s’ centres.

		100

		40 

		     28 



		Assurance – Other Key Business Risks

		Selected on the basis of risk from a number of sources including risk registers, senior managers’ recommendations and internal audit risk assessments.  This will include a number of reviews relating to each Directorate across the Council. 




		130

		65

		   101



		Service Advice / Projects

		General advice across all services.


Support and advice to the organisation in carrying out key projects ensuring new systems, functions and procedures provide for adequate controls and good governance arrangements. 




		120

		60

		    49



		Financial Appraisals

		Financial Assessments of contractors and potential providers

		80

		40

		    42



		

		

		

		

		



		TOTAL

		

		   1450 *

		653

		  678





*Note: There are 1595 planned available days in total but 145 days relate to contingency.  A member of staff left the Service in June 2012 which will result in a reduction of approximately 120 available operational audit days. This will be met from the contingency.
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AGENDA ITEM NO.   2


ACCOUNTS AND AUDIT COMMITTEE


26TH SEPTEMBER 2012


PRESENT:


Councillor Whetton (In the Chair), 



Councillors Baugh, Boyes, Brotherton, Mrs. Evans, Lally and Ross.


In attendance: Director of Finance (Mr. I. Duncan),

Head of Financial Management (Mr. I. Kershaw),


Audit and Assurance Manager (Mr. M. Foster),


Finance Manager (Mr. D. Muggeridge),

Benefits Investigation Manager (Mr. D. Wright)

Principal Audit and Assurance Team Leader (Ms. H. Carnson), 


Democratic Services Officer (Mr. I. Cockill).



Also in attendance: Mr. M. Waite and Ms. H. Stevenson, Audit Commission.


11. 
MINUTES

RESOLVED: That the Minutes of the meeting held on 28th June 2012, be approved as a correct record and signed by the Chairman.

12.
VARIATION TO THE ORDER OF BUSINESS


The Chairman agreed to vary the order of business, as set out on the Agenda, to allow consideration of agenda item 7 (Fraud Investigation Service – 20112012 Annual Report) as the first item of business and to receive the Annual Governance Report (item 6) and the Annual Governance Statement – 2011/12 (item 5) before reaching a decision on the 2012 Accounts (item 4).

13.
FRAUD INVESTIGATION SERVICE - 2011/2012 ANNUAL REPORT


The Benefits Investigation Manager submitted a report outlining the Council’s responsibilities towards tackling benefit related fraud perpetrated against the authority and providing details of the team’s performance during the period April 2011 to March 2012, including the outcomes of action taken. The report also outlined the team’s plans for 2012/13.


In response to Member’s queries, the Benefits Investigation Manager clarified the performance of the Fraud Investigation Team in terms of the number of referrals and completed investigations and expanded upon the factors affecting the length of time taken to complete an investigation and proceed to prosecution. 


RESOLVED: That the report be noted.

14.
ROLE OF EXTERNAL AUDIT


The Committee received a presentation from Mick Waite, District Auditor and Helen Stevenson, Audit Manager on the respective responsibilities of the Council and District Audit. The presentation provided a run through of the audit process and looked at changes to the external audit regime which were on the horizon.


RESOLVED: That the External Auditor be thanked for an informative presentation.


15.
ANNUAL GOVERNANCE REPORT


The Committee considered the Council’s Annual Governance Report which summarised the findings from the Audit Commission’s 2011/12 audit and included messages arising from the audit of the Council’s financial statements and the results of work undertaken to assess the Council’s arrangements to secure value for money in its use of resources.


The District Auditor advised members of the Committee that the report recommended Management action to strengthen controls over the appropriate authorisation of new employees, particularly setting clear procedures for the authorisation required for ‘ad hoc’ starters such as apprentices and retaining authorisation approvals on all employee files. 


Referring to the risks identified in the Audit Commission’s January 2012 Audit Plan, the District Auditor also advised that he intended to issue an unqualified conclusion stating that the Council has proper arrangements to secure economy, efficiency and effectiveness in the use of its resources.


The Director of Finance informed the Committee that the errors identified in Appendix 3 to the report had been addressed in the revised financial statements and expanded upon the corrected error in respect of long term borrowing and the circumstances of the 49-year loan.


Finally, the District Auditor reported that he could not formally conclude the audit and issue an audit certificate until an associated matter raised by a local authority elector had been investigated, though he was satisfied that this work would not have a material effect on the financial statements or value for money conclusion.


RESOLVED –


(1)
That the adjustments to the financial statements, as set out in appendix 3 to the report, be noted.


(2)
That the draft letter of management representation, as set out in appendix 4 to the report, be approved for signature by the Director of Finance.


(3)
That an action plan to strengthen controls over the authorisation of new employees be developed.

16.
ANNUAL GOVERNANCE STATEMENT – 2011/12


Further to Minute No. 4 of the previous meeting held on 28th June 2012, the Audit and Assurance Manager submitted a report highlighting two additions made to the Statement and providing the final version of the 2011/12 Annual Governance Statement.


RESOLVED: That the 2011/12 Annual Governance Statement be approved.


17.
APPROVAL OF THE FINAL ACCOUNTS 2011/12 (ACCOUNTS 2012)



The Director of Finance submitted a report presenting the Final Accounts 2011/12 for approval following external audit of the draft accounts presented to the Committee on 28th June 2012 (Minute No. 5 refers).


The Committee was requested to review and approve the changes that had been agreed with the Council’s external auditor (the Audit Commission) following its audit. There were four changes in particular which affected the main statements, as set out in Appendix 3 of the Audit Commission’s Annual Governance Report also being considered by the Committee (Minute No. 15 refers) and the Director of Finance outlined the effect of correcting for these matters. 



RESOLVED –


(1)
That the Final Accounts for 2011/12 (Accounts 2012), be approved.*



(2)
That the Director of Finance and his team be thanked for their excellent work in producing the year’s accounts and also the external auditors for the assistance they have provided.



*Note: An amendment to the Accounts was subsequently agreed by the Chairman, Vice-Chairman and Opposition Spokesperson under urgent action procedures on 27th September 2012. Details of the amendment are as follows:



Adjustment to the Cash Flow Statement to reflect a misappropriation of grant income; noted that the issue does not affect the overall position of the Council.

18. 
STRATEGIC RISK REGISTER – 2012/13 QUARTER 2

The Audit and Assurance Manager submitted an update report on the strategic risk environment for quarter two of 2012/13 detailing the changes made to the register and the arrangements in place to manage each of the strategic risks. 

In considering the risk register the Committee sought clarity in respect of the evidencing of Risk Reviews. It was acknowledged that, in some cases the reviews were conducted by people other than the Corporate Director/Senior Manager and that they should be listed to document the additional and/or variant safeguards.      


RESOLVED: That the report be noted and that the Audit and Assurance Manager seek to evidence those conducting Risk Reviews for each of the strategic risks.

19.
AUDIT AND ASSURANCE REPORT FOR THE PERIOD APRIL TO JUNE 2012


The Audit and Assurance Manager submitted a report summarising the work of Audit and Assurance during the period April to June 2012 and providing ongoing assurance to the Council on the adequacy of its control environment.


Noting the opinion which had been issued for the review of Section 17 Payments (Children Act 1989), the Committee queried the scale of monies involved and was advised of the work being undertaken to move away from a cash based system in favour of pre-paid cards.


RESOLVED – 


(1)
That the report be noted.

(2)
That an update on Section 17 Payments (Children Act 1989) be submitted to the Committee once progress has been made with Audit and Assurance’s recommendations.

20. 
ACCOUNTS AND AUDIT COMMITTEE – WORK PROGRAMME – 2012/13

The Audit and Assurance Manager submitted a report setting out the updated work plan for the Committee for the 2012/13 Municipal Year and outlining the areas to be considered at each of its meetings.


RESOLVED –


(1)
That the 2011/12 work programme, with the addition of an Insurance update at the next meeting, be noted.

(2)
That Members of the Committee be requested to provide the Audit and Assurance Manager with an indication of their availability for the Training and Development exercise being held on 10th October 2012.



The meeting commenced at 6.30 p.m. and finished at 8.34 p.m.
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