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Tuesday, 19 June 2012

/ AUDIT COMMITTEE \

A meeting of Audit Committee will be held on
Wednesday, 27 June 2012

commencing at 2.00 pm

The meeting will be held in the Meadfoot Room, Town Hall, Castle Circus,
\ Torquay, TQ1 3DR j

Members of the Committee

Councillor Addis Councillor Hill
Councillor Bent Councillor Pountney
Councillor Brooksbank Councillor Stocks

Our vision is for a cleaner, safer, prosperous Bay

For information relating to this meeting or to request a copy in another format or
language please contact:
Kay Heywood, Town Hall, Castle Circus, Torquay, TQ1 3DR
01803 207026
Email: democratic.services@torbay.gov.uk
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(a)

(b)

AUDIT COMMITTEE
AGENDA

Election of Chairman/Woman
To elect a Chairman/woman for the 2012/13 Municipal Year.

Apologies
To receive any apologies for absence, including notifications of any
changes to the membership of the Committee.

Election of Vice Chairman/Woman
To elect a Vice-Chairman/woman for the 2012/13 Municipal Year.

Minutes
To confirm as a correct record the Minutes of the meeting of the Audit
Committee held on 28 March 2012.

Declarations of interests

To receive declarations of personal interests in respect of items on this
agenda

For reference: Having declared their personal interest members and officers
may remain in the meeting and speak (and, in the case of Members, vote on
the matter in question). If the Member’s interest only arises because they
have been appointed to an outside body by the Council (or if the interest is as
a member of another public body) then the interest need only be declared if
the Member wishes to speak and/or vote on the matter. A completed
disclosure of interests form should be returned to the Clerk before the
conclusion of the meeting.

To receive declarations of personal prejudicial interests in respect of
items on this agenda

(Please Note: If Members and Officers wish to seek advice on any potential
interests they may have, they should contact Democratic Services or Legal
Services prior to the meeting. Definitions and procedures in relation to
interests are set out at the start of the agenda.)

Urgent Items
To consider any other items that the Chairman decides are urgent.

Audit Committee Terms of Reference
To note the Audit Committee’s Terms of Reference as set out in the
Council’'s Constitution.

Audit Committee Update
To note the progress that the Audit Commission have made in
delivering on their responsibilities as the Council’s external auditors.

Interim Audit Report

To consider a report which sets out the findings from the interim audit.

(ii)

(Pages 1 -4)

(Pages 5 - 6)

(Pages 7 -
18)

(Pages 19 -
38)



10.

1.

12.

Torbay Council Annual IA Report (Pages 39 -

To note the Annual Internal Audit Report. 62)
Treasury Management Outturn 2011/12 (Pages 63 -
To endorse the Treasury Management decisions made during 2011/12. 80)
Annual Governance Statement 2011/12 (Pages 81 -
To consider a report on the Annual Governance Statement for 98)

2011/12.

(iif)
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Minutes of the Audit Committee
28 March 2012
-: Present :-

Councillors Addis, Stringer, Brooksbank, Pentney and Hill

621.

622.

623.

Minutes

The Minutes of the meeting of the Audit Committee held on 18 January and 25
January 2012 were confirmed as a correct record and signed by the Chairman.

Audit Committee Update

Members noted the Audit Committee update from Sue Hicks of the Audit
Commission. The purpose of this update was to provide the Audit Committee with
a report on progress in delivering their responsibilities as the council’s external
auditors. The report also highlighted key emerging national issues and
developments which may be of interest to Members of the Audit Committee.

Members were informed that the Audit Commission had introduced a new approach
to value for money work in 2010/11. The VFM conclusion would now be based on
two nationally specified criteria:-

m The organisation has proper arrangements in place for securing

financial resilience; and

m The organisation has proper arrangements for challenging how it secures
economy, efficiency and effectiveness.

A review of the Council’s arrangements is currently being undertaken and the
interim audit is currently on-going and there will be a report of findings back to the
Audit Committee on 27 June 2012.

Members requested that the Executive Head, Finance, bring a short report to the
next meeting outlining the key considerations listed in the update report.

Audit Plan

Members noted the Audit Plan presented by Sue Hicks from the Audit Commission.

The plan sets out the work for the 2011/12 audit and was based on the Audit
Commission’s risk-based approach to audit planning.
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Audit Committee Wednesday, 28 March 2012

624.

625.

626.

Certification Claims

Members noted the Certification of claims and returns annual report. The report
summarised the outcomes of the certification work on the 2010/11 claims and
returns.

Sue Hicks from the Audit Commission informed members that local authorities
claim large sums of public money in grants and subsidies from central government
and other grant-paying bodies and were required to complete returns providing
financial information to government departments. The certification work provides
assurance to grant-paying bodies that claims for grants and subsidies were made
properly and that information in financial returns was reliable.

Good Governance Review Autumn 2011

Members considered a report on the Good Governance Review. The Governance
Support Manager informed the Committee that the Council had reviewed its
governance arrangements following the first five months following the election in
May 2011.

A survey was undertaken of all members and senior officers to gather feedback on
the following areas:

1) Roles and functions;

2) Good governance through constructive relationships;
3) Taking informed and transparent decisions; and

4) Serving Torbay

Members were advised that the results had been presented at a governance
workshop held in October 2011 attended by members and senior officers. The
workshop used the results of the survey to identify what needed to be changed or
improved.

Members requested that the Governance Support Manager circulate the Good
Governance information Pack to the Committee.

Resolved:

That the Good Governance Review Autumn 2011 Action Plan be adopted and its
progress monitored by Group Leaders via the Leadership Group.

Internal Audit Plan 2012/13

Members considered a report on the internal Audit Plan 2012/13. Officers advised
Members that the Audit Plans were prepared for each of the client authorities using
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Audit Committee Wednesday, 28 March 2012

627.

628.

a risk based approach and priority assessment including consultation at both
strategic and operational levels

Rob Hutchins, Devon Audit Partnership, informed Members that the plan was
based on the current organisational structure for the Authority and it was possible
there would be new risks and changes as the year progressed, therefore plan
needed to remain flexible.

Resolved:

That the Committee agreed in principle the proposed Audit Plan for 2012/2013.

Future of Public Audit Report to Audit Committee

Members noted the proposed appointment of Grant Thornton LLP as External
Auditors of Torbay Council from 2012/13 and the DCLG proposals for the Future of
Public Audit.

Members were informed that the Secretary of State had proposed local authorities
would be able to appoint their own external auditors and in March 2011 launched a
consultation document on the Future of Public Audit. However it was recognised
that such a framework could not be introduced immediately so the Audit
Commission were asked to run a procurement exercise to appoint new external
auditors with effect from 2012/13. Following an EU Procurement Exercise a number
of private sector providers and the previous in-house Audit Practice were invited to
tender for 10 contracts spread over four geographical regions.

Members were advised that the Audit Commission had recently announced the
results of the process of outsourcing all the audit work of its in-house practice. The
outsource contracts that the Commission will put in place would start from 2012-13
and will run for five years giving local councils and other public bodies the time to
plan for appointing their own auditors. As a result of the outsourcing, a single
provider will be responsible for undertaking the external audit of all public bodies in
the south west. Once the audits had been outsourced the Commission would be
radically reduced in size to become a small residuary body responsible for
overseeing the contracts and making any necessary changes to the individual audit
appointments during the life of the contracts.

Exclusion of the Press and Public

The Chairman was questioned as to why the next item required the press and
public to be excluded from the meeting.

The report author, Robert Hutchins, Devon Audit Partnership was asked for the
reason for the exclusion.
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Audit Committee Wednesday, 28 March 2012

629.

He explained that the Scale of Fraud and Corruption affecting Torbay Council if
made public constituted a reputational risk and was written for the Audit Committee
for the protection of Torbay Council from fraud and contained information that
should not be publicised.

The Chairman requested members take a vote to exclude the press and public from
the next part of the meeting which was carried.

(Note: in accordance with Standing Order A19.5 Councillors Stringer and Pentney
requested that their vote against this decision be recorded).

Scale of Fraud & Corruption affecting Torbay Council

Members noted the exempt report which was compiled using existing resources.

The Executive Head, Finance was asked to look in to the issues raised.

Chairman

Page 4



Agenda ltem 7

S)00}S pue
Kaujunod siojj1ouno)

IH pue 3uegsyooig
Jusg ‘sippy Sio|[1oUN0)

(2) onesoows( [elaq

() @aAneAIaSU0)

sjuswalinbal

aoueleq [edjod sy} ym
90UEepJodoe. Ul ‘©AINdaX]
3y} Jo sisquiaw Buipnjoxs
[1I2UNOY By} JO SIBqUIBW 9

pue Buliapisuod 10} Ajjiqisuodsal Arewd ay}) JnoIABYS(Q pUE 19NPUOD

JO S8p02 pue suolje|nbal |eroueul) ‘sajns ainpadold 1oeljuod Jo Joadsal
ul UoIIN}IISUOD S,|IDUNOY 3Y} JO MBIAIBAO dI63jel)s e ulejulew 0] 'Ol
yiomawel4 Aiojenbay

"$90IN0Sal
panoidde uiyym Jipny [eula}x3 pue [euiaiu| WOl YI0M UOISSILLUWIOD O | ‘6

*lojipne [eula)xa s,|1ouno)
ay} 4o Juswyuiodde ayj JOAO UOISSIWIWOD JIPNY 8yl YIM asiel| 0] )

‘Aauow 1o} anjen sanIb )l ainsus
0} PUE YI0M }ipne [eulaixs Jo yidap pue adods ayj uo JuUsWWod o | ]

"10}JIpnYy |eulaix3 ay} yum paalbe se spodal o13108ds JapIsuod 0| ‘9

"@oueuIanob yum pabileyds asoyj o} Jodal ay}
pue ‘spodal Jueasjal ‘18)}97 |ENUUY S JO0}IPNY [BUIS)XT By} JOPISU0D O | ‘G

"9|BoSaWI} 9|geuoseal e ulyjim pajuswsajdwi jou
suolepuswiwogal paaibe uo Jpny [eulaju| woJj Jodal e 1apIsuod o b

"$92IAISS JIpNY |eulsiu| Jo siapiroid ay)

JO @ouewlopad pue juswabeuew ay} yym Buljeap spodal 1epIsuod o | '
‘pajsanbal se spodal Jipny [eusslu] ou10ads JO sallewwns IapIsUod o | Z
‘sjuswabuele

aoueuIanob sjelodiod s, [19uno) 8y} J9A0 SAIB UeD )l 8oUBINSSE JO

|[an8] 8y} pue (pasodoud pue [enjoe) AJIAIjOe JpNYy [eulalu] Jo Alewwns e
pue ‘uoiuido pue podal [enuue s ipny [euislu| JO pesH 8y} JopISuUod 0| 1
:90Ud13J9Y JO SWId]

:99plwwod ypny

99)JIWIWO0Y }IPNY 10} 99UBIJOY JO SWID |

Page 5



"SJUNOOok 8y} JO Jipne 8y} wolj Buisle senssi uo aoueulanob

ynm pabieyos asoy) 0} Jodal s J0)pny [BuISIXT By} JBpISUOD O] ‘Bl
"SJUNOJ2E JO Juswale)ls [enuue ay} anoidde 03 ‘IDUNOD BU} JO Jleyaq uQ '8l
SJUNO22Y
"S|0JJUOD puke spiepuels
paysiignd Jayjo pue umo s} yim asueldwod s |Iouno) ayj Jojuow o] /|
"90UBUIBN0S) B)elodio) JO 8p0) By} MaINBI 0] ‘9l
‘2o1joeld 1saq yim aoueljdwod ainsua 0} suoljoe Alessadau JapisSuod
pue asueulanob ajelodiod 10} sjuswabuelle s [1IDUN0) BY} 88SIBA0 O] ‘G|
‘uoljdope sj puawiwooal 0} pue |0JJU0)
[eulaju| uo juawsajels sAjuoyine ay} Jo uononpold 8y} 88sIBA0 0] P
"ss920.d
sjule|dwod s |1ouno) ayj pue Absjelis uondniiod pue pnel-ijuy,
3y} pue YIOAA Je sulaouo) Buisiey, uo saioljod [1IDUNoo JojluowW 0] ‘¢l
‘IoUN0) 8y} ul ddueusanob ajelodiod pue juswasbeuew
3SU Jo uolnjesado pue Juswdo|sAsp SAIJORYS By} Jojluow 0] “ZL
"‘Apoq [19uno) Aue 1o (19210 9oueul
JaIYD) 19210 LG UoI1}08S ‘18o140 Bullojiuoy 8y} ‘Jauoissiuwo)
B ‘aAINoax3 JalyD oyl Aq )l 0} palisjal anssi Aue mainel 0] (L

"(Jonpuod
JO S9P0I 8y} 0} Uole|al Ul 98I0 SPIepUe)S 8y} pue JadIlO
Buuojiuopy 8y} yum sal) 8sodind 1oy Ji4 SI uoiN}Isuod ay} jey} buunsus

Page 6



Agenda Item 8

Audit
Committee

update

Torbay Unitary Council
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The Audit Commission is a public corporation set up in

1983 to protect the public purse.

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

separate arrangements.
We also help public bodies manage the financial

challenges they face by providing authoritative,

unbiased, evidence-based analysis and advice.
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Introduction

1 The purpose of this paper is to provide the Audit Committee with a
report on progress in delivering our responsibilities as your external
auditors.

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

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

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

Alun Williams
District Auditor
27 June 2012
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Progress report

Opinion on the financial statements

5 Our audit of the Council’s financial statements will commence in July
and our findings will be reported back to this Committee on the 19"
September.

Interim Audit

6 Auditing standards require us to make an assessment of the key
financial and other information systems which underpin your financial
statements. This is in order to assess their reliability as a basis for
preparing the accounts.

7 We undertake an interim audit to test these systems and also undertake
as much early substantive work as possible to reduce the impact of the
audit on the Council’s staff later in the year. In addition to this we also
undertake a separate IT risk assessment.

8 Our interim audit report is included as an agenda item for this meeting.

VFM conclusion

9 The Audit Commission introduced a new approach to value for money

work in 2010/11. The VFM conclusion is now based on two nationally

specified criteria:-

m The organisation has proper arrangements in place for securing
financial resilience; and

m The organisation has proper arrangements for challenging how it
secures economy, efficiency and effectiveness.

10 Our review of the Council’s arrangements is currently being undertaken.

Dagp 11
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Other matters of interest

2012/13 audit fees

11 Following a consultation exercise, the Audit Commission has agreed the
work programme and fee scales for 2012/13 audits of local government and
NHS bodies. It sent out letters notifying organisations of the new fees on
Wednesday 11 April.

12 As previously advised, the outsourcing of the Audit Commission’s in-
house Audit Practice means that these fees will be fixed for a five year
period, irrespective of the rate of inflation.

13 The Audit Commission’s consultation on its proposals for the 2012/13
National Fraud Initiative (NFI) work programme and scale of fees ended in
March 2012 and the results of this exercise were published on 30 May
2012.

14 The Commission did not propose to introduce any new mandatory data
matches in the NFI for 2012/13, so the main work programme will remain
unchanged from 2010/11.

15 In recognition of the financial pressures that public bodies are facing in
the current economic climate, the scale of fees for mandatory participants
will also remain the same as for NFI 2010/11.

2010/11 National Fraud Initiative (NFI)

16 In May 2012 the Audit Commission published the results of the National
Fraud Initiative (NFI) for 2010/11.

17 The NFl is a data matching exercise which is hosted on a secure
website. It compares information held by around 1,300 organisations
including councils, the police, hospitals and 77 private companies. This
helps to identify potentially fraudulent claims, errors and overpayments.

18 When there is a ‘match’, there may be something that warrants
investigation and examples of the data matches the NFI undertakes are set
out in the Table below.

Table 1: Examples of data matches covered by the NFI

Data Match Possible fraud or error

Pension payments to records of Obtaining the pension payments of a dead person.
deceased people.

Housing benefit payments to Claiming housing benefit by failing to declare an
payroll records. income.
Page 12
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Data Match Possible fraud or error

Council tax records to electoral A council taxpayer gets single person discount whilst

register. living with other countable adults and thus being
ineligible.

Payroll records to other payroll An employee is working for one organisation while

records. being on long-term sick leave at another.

19 The latest NFI in England identified almost £229 million of fraud,
overpayments and errors. This is made up of £139 million for 2010/11 plus
£90 million not previously reported from earlier exercises. Over the same
time period, £47 million was identified in Scotland, Wales and Northern
Ireland, raising the UK-wide total to £275 million.

20 The highest value categories identified in England continue to be
pensions (£98 million), council tax single person discount (£50 million) and
housing benefit (£31 million).

21 The latest report is accompanied by a series of case studies from the
private and public sectors and a briefing for elected members. The briefing
includes a series of questions that members can put to Officers.

22 Since the initiative's start in 1996, the programme has helped detect
£939 million, taking it a step closer to achieving a £1 billion payback to the
public purse.

Public Sector Internal Audit Standards

23 The Chartered Institute of Public Finance and Accountancy (CIPFA)
and the Chartered Institute of Internal Auditors (ll1A) announced a formal
collaboration in May 2011.

24 This collaboration has recently led to the formation of the UK Internal
Audit Standards Advisory Board, which will provide oversight and challenge
to the development of UK-wide Public Sector Internal Audit Standards.

25 The new unified set of internal audit standards will be based on the
mandatory elements of the IIA’s International Professional Practices
Framework and it is proposed that they will apply across the UK to central
and local government and the NHS (excluding foundation trusts).

Payment by results

26 On 5 April the Audit Commission published Local payment by results, a
briefing paper which considers potential issues arising from local authorities
using payment by results (PbR) as a method of commissioning and paying
for services.

27 PbR is a new approach, where commissioners pay service providers
according to how well they achieve specified outcomes, rather than by
outputs or volumes of service.

Dagp 13
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28 These outcomes may be social, economic, financial, or a combination of
all three. PbR is not the only contract type that rewards good performance,
and commissioners should always consider other options alongside PbR to
choose the most suitable approach.

29 What sets PbR apart from other contract types is that a significant
amount of payment is withheld until the results are delivered. The payment
is directly related to the level of success.

30 National PbR schemes are developing quickly. Some early schemes
include reducing reoffending; diverting young offenders from custodial
sentences; helping the unemployed to find work; preventing children from
being taken into care; keeping frail older people in their own homes; and
improving the management of chronic health conditions.

31 The briefing sets out to help councils understand what PbR might entail.
As most schemes are at an early stage, the Audit Commission has identified
a range of issues that local commissioners should consider if they are to
use PbR successfully, drawing on some national and international
examples.

32 The briefing suggests that there are five principles that any PbR
scheme needs to meet if it is likely to succeed:

m aclear purpose;

a full understanding of the risks;

a well-designed payment and reward structure;

sound financing; and

effective management and evaluation.

33 The Audit Commission has sent the briefing to chief executives of all
councils and other key stakeholders.

The rights of local electors

34 The Audit Commission has published an updated version of Council
accounts: a guide to your rights. The publication aims to help local electors
by explaining their rights and how to engage with auditors in relation to the
accounts. It also points electors to other sources of advice and more
information where they have concerns that are not about the accounts.

35 The publication is accompanied by a Notice of an Objection form
designed to assist electors wishing to present their objection to an item or
items of accounts to the auditor.

36 Members of the Audit Committee may find it helpful to familiarise
themselves with this publication which can be found on the Audit
Commission’s website.

NAO Role in local VFM studies

37 The National Audit Office (NAO) is preparing to become involved in
Value for Money (VFM) studies and recently announced its first subject to a
new consultation group.

Dagp 14
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38 The new Local Government Reference Panel includes people from nine
local authorities as well as from CIPFA, Community Service Volunteers and
the University of Birmingham.

39 The panel — which will meet twice a year — is intended to give councils
an input to a new programme of NAO value for money studies of the local
government sector.

40 The NAO currently carries out around 60 VFM studies on central
government initiatives and programmes each year. From next year, it will
produce an increasing number of studies focusing on the local government
sector. The NAO'’s first topic for a value for money report is to be
communication between central and local government. There will be two
other studies in 2012/13, rising to four in 2013/14 and six in 2014/15.

41 Subject to Parliamentary approval, the NAO eventually expects to
assume the Audit Commission’s role in setting the framework for local audit,
through a code of audit practice.

CIPFA'’s brief guide to Local Government Finance
reforms

42 As the Local Government Finance Bill enters its concluding stages in
the House of Commons, CIPFA has published a guide to some of the
proposed changes.

43 CIPFA’s Brief Guide to Local Government Finance Reforms seeks to
answer some common questions that local government officers and
councillors may have surrounding the localisation of support for council tax
and business rate retention.

44 The guide explains the purpose of the proposals and their impact. It
includes simplified examples of the proposed changes. At the time of
writing, all of the legislation and guidance has yet to be published so the
guide represents the latest known position. CIPFA will publish additional
guidance once the detail becomes known.

Dagp 15
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Key considerations

45 The Audit Committee may wish to consider the following questions in

respect of the issues highlighted in this briefing paper.

m Is the Audit Committee satisfied with the Council’s responses to the
questions in the NFI briefing for elected members?

m Has the Council reviewed the Audit Commission’s briefing paper on
local payment by results agreements?

Dagp 16
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Contact details

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

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

Alun Williams

District Auditor
0844 798 5603
07909 936 177

al-williams@audit-commission.gov.uk

Sue Hick

Audit Manager
0844 798 1203
07779 576 518

s-hick@audit-commission.gov.uk

Dagp 17
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If you require a copy of this document in an alternative
format or in a language other than English, please call:
0844 798 7070

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

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

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

m any third party.

&‘ audit.

COMMISSIOon

Audit Commission

1st Floor
Millbank Tower
Millbank
London

SW1P 4HQ

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

www.audit-commission.gov.uk

Page 18

June 2012



Interim audit report

Torbay Council

Audit 2011/12

o
mission

=
=13
p
A




o
N
)
(@)
@©
o

m—‘ ----------------------------------------------------------------------------------------------- mmw-—mo.—n :“—Q :o_ﬂ_ow E_..—wu.:— —\F\QFQN — N x_u=°QQ<
FF .......................................................................................................................................... :m—g :o_ﬁo< — F x_vcwan<

@ ........................................................................................................... w_o.hu_.coo >®¥ - wc\_mu_.w>w CO_“_.mE(_Oh.C_ _m_c_mu_.NE
@ ............................................................................................................................................... ”_.CQECO.:>C® _OLH_.COO
w -------------------------------------------------------------------------------------------------------------------------------------------------------- m:o_ms—ocoo :_NE

.v ............................................................................................................................................................ —.—ONOLQQN H._U—\—<

e TSR R PR uonoNposU|

SUEITe



€ Jodal ypne wus| uoissIWwo9 Jipny

"SJUBWIB]L]S [BIOUBUI) BY) Ul JUBWS]LISSIW [BlL8)ewW Jo Sysu Alnuapl 01 sn sa|jgeus

SIY] "Swa)sAs s)I pue [19uno) 8y} jo Buipuelsiapun ue uieb ap) “Jipne uoluido sy} swliojul Jipne 8y} Jo abeys wiusiul 8y} 1e Jno A1Jed am YIom ay |

14

“1eah siy) Jaje| jipne uoluido ay) Bujeuspun Aq juswalinbal

SIYl 198W |[IM B\ JUSWSIRIS 80UBUIBAOD [enuue pue Sjuswale)s [eloueul S,|IoUN0Y 8y} uo Buiuodal pue malnal salinbal ao1oeld IpNY 10 8p0D 8y

€

(19N VYSI) pueal) pue wopbury pauun Bunipny Uo spiepuelg [euoleuialu| 8yl Jo sjuswalinbal

8y} JodwW o0s|e 1snw dAA MJom Jno Bulwiopad pue Buluueld usym adioeld JIpny JO 8p0Y S,uoissiwwo) ay) yum Ajldwod oy Ainp Aioinjels e aney apn

‘Buiuue|d syjuswalels |elouBUl JNO WIOUI 0} 8Sh dM Jey) SWa)SAS uolewloul [eld}ew ay) Ul S|oJuod A8y 8y} JO JuUsWSSasse ue
pUB {JUSWSSSSSE ¥SI || PUB JUSWUOIIAUS |0JJUOD 8Y} JO MBIASI INO Buunp punoy senss| Aue Jo uoneoyjuapl

‘Bunipny uo splepue)g |euoijeusdlu| 8y} yum asueldwod ainsus o0} yoeosdde ypne ay)

:seaJe Buimo||o} ayy

SJ19A02 odal 8y "Sjuswalels [elouRUll Z /L L0Z S,IoUN0D 8yl UO 3JOM Ino Joj uoiesedald il jipne wsul Jno woulj sbuipul) ay) 1o syes podal siy |

4

I

Page 21



Jodal ypne wus| uoissIWwo9 Jipny

‘(a1qey ayy ul . q,) Absredys Buysa) ajedoldde jsow a8y} UO apIoap
0} UOI}BWIOUI YIM Sh SapiAold OS|e S|0Jjuod asay) Jo uoljeluswaljdwi pue ubisap ay] ‘sjuswaje)ssiw jeusjew ‘Bunjoallod pue Buiosiap Jo ‘Buijuanaid
AloAnoaye Jjo aiqedeo ale Aay) Jayjoym SSaSSe 0] S|0JjU0D 9S0U) JO ubisap ay) ajenjeAs am SWoISAS [eldjew ay) UIyum sjojuod BulAjnuspl i)y 8

‘paubisap se bunelado ale s|0sju0D
wa)sAs ay] 1Y) WIIJUOD 0] pue SwaisAs ay) Jo Buipuelsiapun no WUIIU0d 0} S1Sa) Ybnoiypj|em piodal pue 1no Alled am MalAal SIy} jo ued sy 2

‘U0 aoueljal aoe|d 0} }9as Aew am jey) S|oJu0d a8y} Ajyuapl 0} SI uoleIuBWNIoP
ay) Jo asodind ay] ‘sjuswLle]s [BIOURBUIL BY] Ul JUSWSIR]SSIW [elid)ew 1081ap 10 JusAald pjnom Jey) S|0Jjuod AJijuspl pue Mojj suoljoesuel) |eLisjew
yoiym ybnoly} swalsAs ay) Juswnoop 0} sn salinbal abe)s (sjgel ey ul D) |9A8] Wa)sAs uolewlojul ay} 1e sysu uoluido ypne BulAiyuspl, ay] 9

"Jeak ayy ul Jaie| paye|dwod aq [m (ajqeandde aseym) Jipne ay) Jo sebejs Bululewal
ay] ‘dew ssa20.4d 8y} Jo 4 0] ¥ sebels S1aA09 Jipne wusjul ay] (G ebed) | ajqe} ul dew ssad0id 8y} Aq pasuewwns si yoeosdde Jipne |jeJsro InQ G

yoeoadde Jipny

Page 22



1odal Jipne wieu|

uoissIWwo9 Jipny

Id4M N
- smaln Bununoddy W/ aBusjeys
- Jo1oos || PHOM Aeuow 1o} enjea peseq }su |B00] X
uo
: Buipuadag SIUNOCODY IUSLUUISA0S) JO B|OUM, [
e UDISTOWOD |Wdn I

aUInNs0|> PPNy O

uoimdo ppne
ayy BB H

saJinpa>oad
sSjuIWDIe]S
1504 ©

2ouBInNsse
aAajuelsgns 2ouURINSsSe
‘. - Buizsay l‘l. S[o1luod a‘l
sSJUDLUIIE}S — Buizsal 3
=2dd 4

L 4

Buuue|d asg v

v

AGaleals
Bus=y uoiudo
upne aylL a

|2A2] WagsAS
(FlaET=1NE WY NI}
243 12 ss
uoiuido ypne
SulAyiauapr o

1=2n2]
g 243 12 sHSII
uociumdo ppne
BurAgniyuapr g

Buiuue|q

dew ssa2>o0ad jpesa2n0

dew ssao0ud }ipne [|[eldAQ :| 9|gel

Page 23



9 Jodal ypne wus| uoissIWwo9 Jipny

‘Jpne juswsale)s 1sod Ino Buunp sjosu00 awos uo palinbai aq |Im Bunse) Jeyuny pue passaippe g pjNoYs YoIym Sanssi [0JJU0D 8Wos paljuspl
aABY aM ‘JaABMOH “paonpold ale sjuswale)s [eiouBUl 1081100 Ajjelslew jey) ainsus o) aoe|d Ul S|04ju0d pue swa)sAs sjeudoidde sey [louno) 8yl L1

s|oJjuod Aay| - swalsAs uoljewiojul [eLidle\

‘upne uoluido, Ino 1o}
uodn AjaJ 0} uejd am YdIym JUSLIUOIIAUS |OJIUOD || BAIJOBYS UB Sey [IDUN0D 8yl eyl papnjouod ap) “ueld Bunsa) uoluido, Jno uo aAey Aay) jJoedwi ay)
pue BuislLie sanss| Aue JapISU09 0} PUB JUSWUOIIAUS |0J3U0D || 8y} uodn Ajal pjnoo am Jayjoym SSOSSe 0) JUBWISSOSSE Ysl | | Jno pajepdn aAey ap\ 0L

‘Buisojosip
aq p|noys Aay} swall Jo aieme ale slasn jey) pue pajepdn usaq aAey Asy) Jey) ainsus 0} susisibal S1a01l0 pue siaquial 8y} MBIASI [|IM oM
19} ssaua)e|dwod 8y} Jo Led sy e1e|dwod pue aouepinb pasiAal 8y} YIM juie|dwod si }I 8Insud 0} 8Inso|osIp Z1L/L L0Z @Y} Buimainal g [|Im am jipne
sjuswelels 1sod 1no Jo ued sy “Aued pajejal e Jo uoiulap 8y} uo aouepinb aiow Bulpiaosd pue palinbal sainsojosip Aued pajejal ay) buipuswe
9poD Z1/110Z 8y} 0} pue sainsojosiq Aled pale|oy #Z2SV| 01 8iepdn ue usaq sey 818y} ZL/L L0Z U] "9}0U 8y} Ulyjim paso|asip Jou Ajjuanbasgns pue
‘palejoap usaq Jou pey Ss)salsiul Jaquuaw swos se ‘9)a|dwooul sem ajou salued pajejal ay) bunioddns uonewlojul 8yl 1eyy LL/0L0Z Ul papodal apy =
“Jipne juswaje)s 1sod Jno Jo Jed se asay) MaIAaI [|IM aM SN aled ay) WoJ) SeourINSSE a)lenbape uleyqo ||im pue anssi siy) buissaippe
J0 ssa20.d ay} ul AjuaInd si |1IDUNOY) 8y “Jold ybnouy) ‘ainyipuadxa Bunelssiw Jou ‘syabie) |eloueuly aAaiyoe 0} ainjipuadxa bunendivew
Jayyau si Jaupled jsoy ay) jey) pue ‘ainyipuadxa |1ounod-uou Buipuny jou Si ) Jey} 8pN[OU0d 0} [IoUN0) 8y} MO|je pj[nom asuelnsse siy] 19bpnq
pajood ay} ulyim pauisseld A[10a1100 usaq pey alnjipuadxs ay} Jey) aoueinsse ajenbape uieyqo jou pip [1I0UN0Y 8y} Jey} pPajou AN ‘Ishi] aled
Aequo] yym diysiauped ul pajelado 196pnq psjood aled |e1o0s ynpe ay} 0} Buipuny Jo uoljjiw $3 paplacid [1Iouno) 8yl 1eyl | 1/0L0Z Ul palodal apy =
‘Jipne sjuswale)s jsod
Ino Jo Jed se ainsojosIp 8y} MaIAaI A|DAIUBISANS |[IM S\ "SjuBWwalels s JeaAh siy) Joj palinbas uonewsoul ay) aiedaid pue 309|100 0} sjuswabuelle
alenbape aoe|d ul 1nd aABY Wes) 8ouUBUI{ dY] 1Y) paalbe pue pamainal aney ap\ "sSa200.4d Jipne pue uolneledald Junoooe syl yioq o1 Alixajdwoo
[euonippe ue sajeald sjunodde dnolb Jo uoidnNposul 8y "Sjuawalels |eloueuly Ajjus o1buls Jiay) 0} uolIppe Ul SJUN0d2Yy dnous) aledald |[im yons
SE pue an|jeA |eusjew e payoeal aABY S8INJUSA JUIOl pue Sa)elo0sse ‘SalleIpISqNS Ul S}Saialul JIdy) ZL/L L0Z Wod) Jey) payljuapl sey [louno) ay| =
‘uonualie JnoA o0} senss| Buimol|o) ay) Buliqg 0} 8] PINOM M ‘JoABMOH "Sjuswale)s |eloueul} 8y} JO Juswale}ssiw [elaljew e o}
pea| p|N02 Jey} JUSWUOIIAUS |0JIUOD 8Y} YlIM SBnNss| Aue paijijusapl Jou 8ABY SA) "JUSWIUOIIAUS |0JJUOD S,|IoUN0D 8y} JO MBIASI JNO pa}a|dwod aAeY S\ 6

JUSWIUOIAUD |0J3U0D)

SUOISN|2UO0D UIe\

Page 24



L uodal 1pne wuau|

uoissIWwo9 Jipny

"Sjuswiale)s |eloueul)
8y UIYIIM JusLiale)sSIW [elis)ew JO Sysl J08)ep Jo Juaaaid pjnoys yoiym aoe|d ui sjosuod Asy a|gelins sey wajlsAs ay |

sJi0}Ipal)

‘uanIb Ajrelndoidde uaaq aAey SIUNOJSIP 1BY] 8INSUS 0] MAIASI [enuue 0] 10algns ag p|noys sjunodsip 1aidnooo gbuls =
pue ‘Mainal oljewa)sAs e 0] Joalgns ag p|noys sjunodoe xej |Iouno) passaiddns =

:S|043u02 By} uayibuauls Jayuny o

‘SjuswWale)s |eloueuly

By} UIYIIM JusWa)e]SSIW |eld}ew Jo SYSH J08)ap 10 Juanaid pinoys yoiym aoe|d ul S|oJjuod Asy a|ge}ins sey wa)sAs ay|

Xej} |1I9uno)

"SJUBWIAJE]S |eloueUl
By} UIY}IM Juswiale)ssiW [elalewl Jo Sysi 108)ap 10 juarald pinoys yoiym aoeld ul sjoljuod Asy ajgelns sey waisAs ay |

Bundiasal ysesn

‘goueleq |ell) pus -Jjes =
puUE ‘uoNeI|IouUod8l YUBq pus -IeaA B
:BuImoljo ay1 uo lpne Juswale)s 1sod Ino Buunp Bunsal aAueISgNs Jayung INo ALIed [|Im oM sieah snolaald ul sy

"Jipne sjuswajlels }sod Ino Jo ped se sjeulnol pus Jeah |eusijew [je Buimalnael Aq eoueinsse Jaypuny uieb [jim

9\ ‘pasuoyine pue pasiel Ajojelidoidde usaq pey |e 1ey) paalbe pue Jeak ay) ul sjeuinol gz paisa) aAeY 1PNy [BUIS)U|
SEe JusLUS)e]SSIW [BlId1ewW O] Pa| 10U SeY SSauyeam SIY] 1eY] 82UBINSSE SABY S\ "@N|BA JIay] UO JiWI| B INOYIIM Swes)
a@oueuly 8y} ul suoAue Aq jndul 8q ueo sjeulnol jey) payiuapl 8ABY aM | /01 0Z Jod se ‘1onemoH ‘sjuswale)s |eloueuly
By UIy1IM Juswia)elSSIW [eLId1ew Jo SysL 10818p Jo JuaAaid pjnoys yoiym aoe|d ul sjosjuod Asy a|gelns sey waisAs ay |

uoisn|auon

19b6p9| [elduUdD)

wia)sAs uolnjewLioju|

swia)sAs uoljeuLiojul [elIdjeW JO MAIARY :Z d|gel

"Z Xipuadde je papnjoul usaq sey ueld uonoe paaibe | L/0L0Z oY} J0 Adoo pajepdn uy
"W} 1By} 1e Sanssi Unoj 8say} JO0 om] pajdaocoe juswabeuely ‘podal Jipne | /0L 0Z JNO Ul NOA 0) pauodal os|e a1am Sanss| 8say) JO JNOJ 1By} 8Jou dpN €1

"I Xipuadde 1e ue|d uonoe

ay] ul 8say) paalbe pue a|ge) 8y} Mojag suolepuawwooal Jybie apew aAey ‘g 8|qe) Ul WalsAs |elisjew yoes Joj sbuipul Jno pasiiewuwns aAey s\ ZL

Page 25



8 uodal 1pne wuau|

uoissIWwo9 Jipny

"Jpne sjuswaje)s 1sod Uno Jo Jed Se 9S1019Xd SIY} MBIASI |IM S\
‘pud Jeah ay} je Aj|ny paje|dwod aq ||Im SIY} Jey} pealbe sey Jaoio LGLS S,|1Iouno) oyl ‘sjuswAed aA199a81 0} panuijuod
[INS INg [IDUNOD BY} Y| BY} pey Hels alaym sased Jo 9|dnod e payjuapl asi04axa | 1/0L0Z 9y} eys buijou yuom osje si
}| "seluedwoo pawioy AiMmau 0} paulsjsued) Buiaq Jo [1ouno) ay) Buines) yels Auew yym ‘uonewlojsued) pides jo pouad
e obiapun 0} senunuod |IDUNOY 8y} se JueAs|al Aejnoiued si siy) {joiAed Jisy) Jo ssaua)e|dwod pue Aoeindde ay} JoAo
90oUBINSSE JO |9A8] JUBDHIUBIS B Y}IM SN pue [IDuUno) 8y} apiAocid [|Im 8s1018xa SIYl “Z1L/L 1L0Z ul paye|dwod Ajnj usaq jou
sey Il Apauenb asiolexa siy) 819|dwod 01 paalbe |1ouno) ay) ybnoyyy “siseq Jejnbal e uo juswaalbe pue malAal 10}
speay Juswuedap 0] Juss aq pied salejes pue saakojdwa Buljielap ‘suodal |jolhed jey) peapuswiwodal 8m | L/QLO0Z U] =

‘'sanssl|
Buimo||0) 8y} paljjuapl dABY M ‘ISASMOH "SJUBWS]E]S |elouRUl) 8Y) UIYJIM JUSWS)RISSIW |elId}ew JO SYSu 10a)ap Jo juaraid

pinoys yoiym aoe|d ul sjouod Aoy a|qelins sey walsAs ay) eyl apnjouod o} a|qe aq 0} 10adxa pjnom am abels siyl 1y lloiAed
"MaIABI Oljewa)sAs e 0) J0algns aq pinoys sjunodoe YJNN passalddns ‘sjosuoo ay) usyibusadls Jayuny o

‘sjuswWale]s |eloueuly sojel

By} UIYNIM Juswiale)ssil [ela)ewl Jo Sysil 109)ap 10 juaaald pinoys yoiym aoeld ul sjoljuod Asy ajgelns sey waisAs ay |

J1}S9WOpP-UoU |eUOljeN

"SJUBWLL]S |BlouUBUL Y] JO Jipne Jno Buunp suonoesuel) pajejal ay
pue juswdinba pue jue|d ‘Aledoud Jo Bunsa) aAuBISgNS 9)BUAPUN |IM 9M PUd JeaA ay) je aoe|d o).} sassao0ud ay) sy

19)s1bai Josse paxi4

‘upne sjuswale)s 1sod uno Jo ued se

sIy} Juswa|ddns 03 Buiysa) Jaylny ayelapuUn [[IM pue Iom Sy} Jo ajdwes e pawiopad-al pue pamalnal dABY S\ "WaIsAs
slojqep Aipuns ay) ybnouy) pepiooal swodul Jo ajdwes e pa)sal AjoAlluelsqns sey Jlipny |eulaju| Xsid SIY) ssaippe 0|
‘wia)sAs sIyr uiyum aoe|d ul sjosjuod

ay} ul Ajal A} 0] 8|qe usaq Jou aAeY am ‘alojalay| ‘suodal asay) abpamousoe pue malAad Ajjenjoe siapjoy }abpnq jey
90UBPIAS OU SeM aJay) Sse JI uodn Ajal 10U pjnoo ‘Ing [0JJU0D SIYl PaMaIAal AN "MGF JOA0 pasiel S1gap ||e Jo) siapjoy 1abpnq
0} Juas podal e Buiaq ‘|osuoo Bunebiniw e payo pue ysu siy} paydaocoe [1ouno) ay| “pasiel Bulaq sadloaul aelidosddeul

Jo 8)1eJNdokUI Ul JjNSal P|N02 MaIAal 8lenbape Jo Yoe| 8y "uoleslioyine 1o MalAal 0] 108[gns Jou ale asay) pue

‘IoUNOYD By} UIYIM SBDI0AUI J0}gap aSied UBD SJa2140 Sholawnu jey} NoA o0y paliodal am sieah snoinaid ul pue | L/0L0Z Ul

uoisnjauo9n

si0jqaQ

wajsAs uoljewioju|

Page 26



6 uodal 1pne wuau|

uoissIWwo9 Jipny

‘SjUBWIv)e]S |eloueUl
8y} UIYNIM Juswia)e)ssil [elalewl Jo Sysil 108)ap 10 juaaaid pinoys yoiym aoejd ul sjoljuod Asy ajgelins sey waisAs ay |

sjiyjouag buisnoH

"Jipne sjuawelels 1sod Jno Jo ued se siy) Juswaddns 0}
Buysa) Joyuny axeuapun |[IM pue SaNss| OU paljijuapl 8AeY pue ainjipuadxa sadIAI8S ualp(iy) jo Bunsa) aAiuelsgns Ajues
uayelapun aney ap) ‘paubisep se Bunjesado ale sjosu0d AdY By} 1Byl pawIIUOD pue walsAs siyl ybnoay) payem aney app

S92IAISS UBIP|IYD

"Ipne sjuswaje)s 1sod Uno Jo Jued se uolel|iouodal pus Jeak ay) mainal ||IMm om sieak snoinaid Jad sy

‘Apdwoud seouejequil ssalppe pue Ajjuapl 0] Wea) adueul) S|0o0Yds 8y} ajqeus ||Im siy} se Ajdejnbas payajdwod

aQ SIY} 1By} puswWwo9al 0} 8NUIUOD SAA "ZL/L L0Z Ul pawuopad usaq Jou Sey UOIeI|IDU0dal SIY]) Jey] pauiiuapl aAey apA
‘siseq Jejnbal e uo pawlopad ale 1ebpa| |esauab ay) pue sadueeq

yueq s|ooyos juswAed |BD0] UBBMISQ SUOIBI|IDUODa JBeY) 8INSUS P|NOYS Wea} adueul) S|00YdS 8y} Jey} papusLIWLIOIal S\

‘pua Jeak | L/0L0Z 8y} Je 1abpa| |esauab ay) pue seouejeq yueq s|ooyos juswAed |eoo|
ay} a|1ouodal Aj|ny 0} pebeuew pey Aay) ‘1enamoH “1abps| |eijausb ay) pue seoueleq Jueq sjooyds JuswAed |BOO| usamiaq
suoneljiouodal Jeinbal wiopad Jou pip Wes) aoueul) S|OoYIs ayl 18yl sjipne sJeak snolnald ul pue | /0L0Z Ul pauodal ap

aoueul4 sjooyss

"SjusWa)e)S |elouRUlL 8Y) JO MpNne Jno Jo Led se seouejeq pus Jeak Jo Bunse) aAlueisgns
ayeuapun |IM ap\ “ABsjels Juswabeue|y Ainseal | S) YIM 8Ul| Ul SJUSWISaAUI 8pew 8ABY [IDUNOY 8Y) ‘IoABMOH "Jeak
[BIOUBUIL B} Ul OJUl palalus usaq aABY Ssluswaalbe ueo| mau ON “Wa)sAs ay) Jo Buipue)siapun Ino PawWIUOD 8ABY AN

juswabeuew Ainseau]

"Jipne sjuswalels }sod 1no Jo ped se siy) Juswae|ddns 0}
Bunsa) Joyliny ayelapun [|IM pue SBNSSI OU palijuapl aAey pue ainyipuadxs ajdoad buioddng jo Bunse) aAnueisqns Ales
uayelepun aney 9\ ‘paubisep se Bunelado ale sjonu0o A3 ay] 1Byl PaWIIUOD pue walsAs siyl ybnoay) payem aney apn

ajdoad Bunioddng

‘uonejuawnoop Buiuoddns syenbape pey pue pasiel Aj@jelndoidde sem
1 ‘pasiIoyIne uaag 1ou pey 1l ybnoylje 1ey) pawIjuod pue WO} SIY]l JO MBIAI JaULIN) B USYBLISpUN SARY 1IpNY [BUISIU|
‘pasiioyine usaq jou pey )i se |joJAed uo passasoid usaq aAeY JOU PINOYS WO} SSBUYIIS BUO ‘19ASMOH ‘parocidde
Ajoreudoldde usaq pey sabueyo gg oyl JO g2 1Byl papnjouod Aay] 71sl| parepdn siy) uo Buleadde Jao1j0 ue Aq
paslioyine usaq pey ||e Jey) ainsua 0} Jeak ay) ul JaijJes pa)sa) |jolAed [10unod 8109 0} sabueyo g 8y} palisinal aAeYy
ABy] "1pNy [eulalu] YlIM |OJJUOD SIY) PESSNISIP 8ABY SAA “ZL0Z Y2JE|A [IUN paonpoJiul Jou sem Bunsi| Jels [1Iounod a1od
ay] ‘JOASMOH "HBIS I0UNOD 840D puk S|00YDS Ylog J0) paonpouiul Buiag Bunsi| B Yim Siy) paysijge}se mou aAey |Iounod)
ay] 1ey] pausnes aJte ap\ ‘1sl| Aiojeubis jjoiAed pasiioyine ue dojeAsp [1I0UN0) dY) 1By} POPUSWILIOIS] OM | L/0LOZ U] =

uoisnjauo9n

wajsAs uoljewioju|

N~
AN
()
(@)]
]
o



ol Jodal ypne wus| uoissIWwo9 Jipny

"siseq Je|nbaJ e uo pawloyad ale Jabps)
|eJouab ay) pue seouejeq )ueqg S|00yos JuswAed |B00| UsBMIa] SUOIEI|IDUODS JBY) 8INSU8 PINoYs Wes) aoueUl) S|00Yds 8y - 80UBUI{ S|00YdS 8Y

‘pasuoyine se paubis ssajun passaoold jou ale [joiAed 0} syndul ey} ainsus 0} paldinbal aie sainpasoud Jebuouig — |[olhed 1Y

‘siseq Jejnbal e uo speay Juswuedsap yum paalbe pue juss aq pjnoys ‘pied sauejes pue seaiojdwa Buljielap ‘suodal |joiAed - ||olAed 9y
"PAOUSPIAS 8F PINOYS M3IABI SIY} PUB POMBIASI 8q PINOYS Y}GF JOAO pasiel s}gap |le Bulanod siapjoy }o6png o} jJuas podal ay] - siojged Gy
"PaslIOyINe pue PamalAal 8q p|noys slasn [ejuswpedap Agq pasiel SadI0AU| - S10}49q v

‘uanib Ajgielidoidde usag aney SjUNODSIP 1By} 8INSUS 0} M3BIABJ [BNUUE 0} }03[qns aq p|noys sjunodsiq Ja1dnaoQ 9|bulg - xe| |1ouno) ¢y

‘g)jelidoidde
sulewsal uoissalddns jey} ainsus 0} malAal Jejnbal e 0] 108lgns 8q p|NOYS SJUNOJJE Xe) |IDUN0) pue YANN passalddns - YONN Pue xe] |Iouno) zZy

‘9slel UBD SI9SN SaN[eA 8y} U0 }8s aJe S)iWl| [ed1ydJelaly Jey) 8insua 0} S|04Juod jeudnol Jisy) MaIAS] pInoys |10uno) ay ] — 1abpa |eJausn) Ly

SUOI}EPUAWIWOIDY

Page 28



Ll Jodal ypne wus| uoissIWwo9 Jipny

*1901y40 ajedoidde ue Aq pamainal pue asay) mMaiAal 0} YAN PUE Xe] [IDUno) SSOJOe unl, 8q |IM Jodal Ajyjuow v sjuswwo’n
¢l aunr 9jeq

ubiH Kuoud

Agoo |ned Apgisuodsay

‘9)jelidoidde

sulewsal uoissaiddns jey) ainsus 0} MaiAal Jejnbal e 0] 108lgns 8q pPINOYS SIUNOJJE XE) |IDUN0)) pue YANN Pessalddns - YONN PuUe Xe| [1ounod

Z uonjepuawiwoddy

‘(swo)sAs

K&y, Jo maInal Jipne [enuue Jipny [eusalu| o Jed si sjeulnol Jo Bunsa]) ‘mainal Japun anssi 8y} daay [|IM Ing 3su w_mht aw“oom
0] Addey Ajua.ino ale Juswabeuely AJUo JJBlS SOIAISS [elouRBUI{ 0] pa)iwl| Ajualind si uonesiioyine pue indul jeuinor sjusWIWwon
Buiobup ajeq
wnipsiy Ayioud
Agoo |ned Apqisuodsay

‘9slel UBD SI9SN SaNnjeA 8y} Uo oS aJe S)iWl| [ed1ydJelaly Jey) 8insua 0} S|0Juod [eulnol Jiay) MaiAal pjnoys |1ouno) ay | — Jebpa [eJausn

| UOIIEPUBWIWOIY

SUOIJEPUBWILIODDY

ue|d uonoy — L xipuaddy

Page 29



r4) Jodal ypne wus| uoissIWwo9 Jipny

"MaIABJ JBpun anssi ay} daay ||Im Ing 3sSu sIy) Jdaooe
0] Addey aJe juswabeuew ai0ja1ay) ‘DAISUSIUI BWI} SI Yjuow yoes Jebeuew yoes Aq padsuapins ale suodal ||e 1ey) 1Sisul 0|

"SJ921JJ0 0} PAYE|NAID SI YoIym Jlew- aoioeld 1saq, ul papnjoul si juswalinbal

SIU} pue MalAal 0} payse aJe siabeuely "000‘GF @A0qe s}gap |le Bulieaod siseq Ajyjuow uo juas ale spodas pajewoiny sjuswiwon
Buiobup ajeq
wnipajy Kuoud

AqooT |ned Ajnqisuodsay

"peouspIAG 8g P|NOYS MaIAB. SIY) puB pamalAal 8q PINoYs 3G3F JoA0 pasiel sigap |le Buliaaoo siepjoy 18bpng o1 Juss Lodal ay] - slo)geq
G UOI}epPUAWIWOIY

‘(swo)sAs Aoy,
JO M3IABI JIpne [enuue JIpny [eusdlu) Jo Led si walsAs s10)gap ay) Jo Builsa] ) ‘maiaal Japun anss| ay} dosy |Im Ing S Sy}

1deooe 0] Addey ale Juswabeuew ‘uolesLIoyiNe [euOlIppe SABY SO S1LIM pue S8)jou Ipald ajiym ‘Ajsnoinaid paliodal sy sjuswIWwo”)
BuiobuQp ajeq

WnNIps Ayiond

AqooT |ned Ajgisuodsay

‘pasiioyine pue pamalAal g pjnoys siasn |eluswedsp Aq pasiel seoloAu| - s10)gaq
§ uoljepuUAWIWOI3Y

“M3IABJ [BNUUE UB 8Yeuapun 0} a|qe Buiaq Jo Ajljiqises) ay) 81e1o1p ||IM Juswiiedap 8y} UIYIM S80IN0sSay Z1 0z Bulnp

smalnal uoljdwaxe pue Junodsip ||e J0 dn mojjo) Juanbasqgns e usayy pue uodal 4N 8y} ybnouayy 1no paLIed aq |[IM SIYyL sjusaWwWwon
BuiobuQ 9jeq

ubiH Kuoud

AgooT |ned Agisuodsay

‘uaAIb Ajajelidoidde useq aAey SJUNODSIP 1BY) 8INSUS 0) MaIAJ [BnuuR 0] 103lgns aq pinoys sjunodsiq JaidnooQ a|bulg - Xe| [1ouno)

€ UoljepUdWIIOIDY

Page 30



€l

1odal Jipne wieu|

uoissIWwo9 Jipny

‘uoljesiioyjne
1084102 8y} Jnoyum passaosoid aq jou ||im sabueyo sskojdwa pajejas Aed 1ey) pasiApe usaq aABY SpPeaH 8AINd9X]

Y "1uawAed alojoq ylomiaded 3oayo 0] siseq Ajiep e uo pasn Buiaq sI pue padojanap usaq sey 1si| Alojeubis ay | sjusaWIWon
pajs|dwo) ajeq
ubiH Ayiond

nauuag Jep

Ajqisuodsay

‘pesuoyne se paubis ssajun passaoold jou ale |jolAed 0] sindul jey) ainsus 0} palinbal ale sainpadold Jabuong — [joihed

"apew aq ued sjuswaAoidwi aiaym Ajjuspl 0} MaIA8l Japun
s1 ss9004d Jus.LIND BY) ‘|1oUN0D 8y} UIyIMm aoe|d usye) aAey 1ey) sebueyo [einyonais Jueolyiubis ay) 0] enQ ‘SpeaH 9AIINd8X]

/ UOIJEpuUaWWO29Y

Aq pasuoyine alom suodal s auenb |eul) ay) pue Jeak ayj 1noybnoiy) spesH aAINOSXJ 0] 1JUSS Usaq aAey slloday sjuswwo)
zlL Ainp ajeq
ubiH Ayioud

neuuag Ylep

Ayqisuodsay

‘siseq Jejnbal e uo speay Juswuedsap yum paalbe pue Juas aq pjnoys ‘pied saliejes pue saaiojdwa Buljielap ‘suodal |j0JAed - |joihed

9 UOI}ePUAWIWOIDY

Page 31



a) Jodal ypne wus| uoissIWwo9 Jipny

‘pus Jeak |eioueUly YOBS 1B UOIBI|Iou0dal Yueq S,|00Yds ay) 0} padueleq

SI S|00Y9S JudswAed |20 8y} Ul SBouUe|eq YSED 8y} SJouiw Jey) Wa)sAs adueul) S,|IDUN0D ay} Ul JUNOdde [0J3U0D, 8y |
‘siseq Ajyiuow

B U0 paja|dwod sI ey} ssa004d uonellouodal Jyueq s,|Iouno?) ay} Jo Jed ale Junodoe yueq s,|lIounod) 8y} asn 1eyl S|ooyds
‘(SINIS) we)sAs adoueul S|OOYIS 8y} YIM SJUnodde yueq Jisy) Buljiouooal

siseq AJyjuow e uo SaA[aswWay} S|ooyos ay} Aq uasepapun ale S|ooyds JuswAed [B207 JO} SUOIIe!IDU0dal Yueq ay | sjuawiwon
BuiobuQ ojeq

WwnIps\ Ayiond

Agoo |ned Apqisuodsay

'siseq Jejnbal e uo pswJiopad ale
J9bpa| |esauab ay) pue seduejeq yueq s|ooyos juswAed |BO0| usamiaq SUOIjelIou0Dal JBY} 8JNSUS PINOYS WEd) 8dUkeUl) S|00YIS 8y ] - ddUeUIH4 S|O0YIS

g uoljepuUdWIWIODDY

Page 32



Gl Jodal ypne wus| uoissIWwo9 Jipny

‘Jodal sIy) JO 9 UonepUBWILLOal 885 - Z1/| L 0Z Ul ulebe spew uoiepuswwossy
‘Ipne sjuswale)s 1sod Ino
Jo 1ed se 8s10Jaxa SIY} MBIABY [[IM BAN "PUd Jeak ay) 1e A||n) pajejdwod aq ||Im SIy) Jey) paaibe sey Jeolo LGS S,louno)

By} ‘JoABMOH “Z1/1 10z Ul pajejdwod Ajjny usaq jou sey }i ‘Aliapenb asioiaxa siy} a)o|dwod o} paaibe [1ouno) ay) ybnoyyy ayepdn Z1/1102
‘siseq Ajauenb e uo auop aq 01 psuue|d asiolex] :pajdaody sjuswIwon

| L0Z Joquisydeg 9jed

H Ayioud

nauuag e Apqisuodsay

‘siseq Jejnbal e uo Juswaoalbe pue malAal 10} speay juswiiedap 0] Juas aq pjnoys ‘pied saliejes pue saakojdwa Buljielap ‘suodal [joiAed

ll1o4Aed - | uonEpUBWIWOIDY

SUOIJEPUAWIWOIDY

ssaiboud uejd uoijoe
wiaLu| L1/0102 — Z Xipuaddy

Page 33



9l uodal 1ipne wialu|

uoissIWwo9 Jipny

‘Jaslioyine ajeledss e

B9ABY Op $8J0U }Ipal) ‘Ssjunodde Jojgap Buisiel usym Jaslioyine ajesedas e Buiaey jou Jo) ysi Mo| ay) 1daooe juswabeue|y sjuswwo)
210z yoten ajeq
N Ayiond

%000|00\\ BUIBLIOT

Ajqisuodsay

‘pasLIoyINe pue pamalAal 8g p|noys siasn |ejuswiiedsp Ag pasiel SeoloA|

s10jga( - ¥ UoI}EPUBWWOIBY

‘Jodal sIy) JO § UoepuUBWILLIOdal 885 - Z1/| L 0Z Ul ulebe spew uoiepuswwodsy

"JSIX® Sjunowe pajiouodaJlun Ji uodal pue Jipne sjuswalels 1sod Ino Jo ued se siy)
MBIABI [|IM BAN “PUS Jeak 8y 1e paja|dwood aq |IM SIU} Jey) pawlojul usaq aAeY apA "Z1L/L L Ul pawloyad usaq jou sey siy|

ajepdn Z1/11L02

‘o|ge|ieAB $82Jn0sal Uo spuadap uoljel|iouodal Jo Aousnbal4 ‘peydesoy sjuUsaWIWon)
BuiobuQ ojeq

W Ayioud

uul4 esi Ayqisuodsay

‘siseq Je|nbal e uo

pawuoped aie Jabpa)| jeisusb ay) pue sedoue|eq yueq Sjooyos JuswAed |e00| UsaMm}aq SUOIEI|IOU0D8. JBY) 8INSUS PINOYS WEs) 8oueUl) S|O0YdS 8y |

sa@oueuly ,S|00YDS - £ UOIJEPUBWILLIOIDY

‘JJE]S |IOUNOD 8100 pUE S|00YDS Y10g Jo} paysijgelse uaag mou sey Bunsi| Aiojeubis pasiioyine uy

ajepdn Z1L/1 102

‘uayeuspun Bbuleq mainay :pa)deddy sjusaWwWwon
L 10Z 1890100 ojeq
H Kuoud

nauuag Jep

Aynqisuodsay

[loJAed 0y sebueyo Bundul usym juswiedap |jolhed ay) ul pasn pue paysijgelse si isi| Alojeubis pasLioyine ue jeyl ainsua pjnoys |1ounod ay |

[l01Aed - Z UonEpPUBWIWIOIDY

Page 34



Ll

1odal Jipne wieu|

uoissIWwo9 Jipny

‘|loAs| a|qe}dadoe ue 0} J01JD |eldjew JO YSIl 8y} aonpal
0] @oueInsse ybnous apinoid sjoaiuoo Bunebiniw asay] "1sixe sjoiuod Bunebiniw sjgeidesoe Jo salas e Jey] pajedisuowap
aAeY |IDUNo0Y ay} JuswAed 0y Joud malaal 0} 193lgns aq 03 10U 0} senuiuod Bunsi| JuswAed pasodoud siyy ybnoyyy

ajepdn Z1/11L02

‘s|o43u09 ajeldolsdde ssnosip 0} Jojipne [Budaixa Yim julod Jipne siy} MaIAal ||IM [IDUNoD) sjuaWIWon
Buiobup ajeq
H Ayiond

300000\ SUIBLIOT

Ajqisuodsay

uawAed 0} Joud uosiad puodass e Aq pamalnal Apuspuadepul aq pinoys Bunsi| JuswAed pasodosd anbayd pue SOvg 8y

S10}IPai1) - 9 UOIJEPUBWIWOIDY

"llodal SIy] JO G UollepUBWIWODa] 883 - Z /1 L0Z Ul ulebe spew uolepuswwodsy

"Saljewoue
uo dn mojjo} pue siyl asn siap|oy 186png jey 1sebBns 0) 8ouUspIAS OU SI BJBY) ‘JUBS 8g 0} Senuuod Jodal ayl ybnoyly

ajepdn Z1/11L02

‘siseq Apjeam e uo siapjoy }abpng 0} Juss Joday :pajoN sjuaWIWon
Buiobup ajeq
H Kyioud

%002|00\\ BUIBLIOT

Ayqisuodsay

"pPaoUBpPIAS 8 P|NOYS MaIABI SIY) PUB pamalnal 8q PINOYS %S3F JoA0 pasiel siqap ||e Buliaaoo siapjoy 186png o) juss uodal ay |

s10}qa( - G UOIJePUBWILIOIDY

"HodaJ SIy} JO { uollepuawWwodal 89S - Z1/1 L0Z Ul ulebe apew uoljepuswwoday

‘JIpne sjuswsaje)s }sod uno jo ued

se dn siy) doj 0] Bunsa) Jeyuny ayeuapun |IM pue 3Jom syl Jo sjdwes e pawlopadal pue pamainal AN "WSSAS sio1qap
Aipuns ay} ybnouyy papiodal sawodul jo sidwes e pa)sa} AjoAijue}sgns sey Jipny |[eulajul 3s1 SIY} Ssaippe 0] "anss| ue
8Q 0} senuuUOod s1asn |eyuswiiedap AQ pasiel SBOI0AUI JO UOIJBSIIOYINE pUB MBIASI 8Y} JOAO S|0JJU0D J1310ads JO 3oe| ay |

cLirioe

Page 35



8l

uodal jipne wuslu| uoissiwwo9 jipny
ISni| aled yum paalbe aq 0} SpJoday 1Sni] aled) 0} SS909E [1I0UN0) U0 juswaalby :pa1deddy sjuswwo)
¢ 1 0¢ lequada(g ajed
H Kioud
sdijjiyd uniep Ayjiqisuodsay

‘palisse|o Aoau109 si 186png pajood ay) UIylm pasojosip ainjipuadxe Jey) 8oueINSSe ajenbape sey )l 8InNsue pjnoys |1ouno) ay |

aied |e120S }INPY - 6 UOIIEPUSWIWOIDY

"podal Sy} JO | UOEPUSWIWOISY 885

"9sIeJ UBD SI9Sn SanjeA 8y} UOo }8s aJe s}Hwi| [edIydJelaly Jey) 8insus [I0Uno) 8y} Jey) papuswiLIodal Jaypn) sABY am
‘JOABMOH ‘Wea) sWa)SAS 8yl Jo peslsul ‘Wes) aoueul) JueAs|al eyl Agq pasuioyine mou ale sjeulnol jey) paaibe aaey app

ajepdn Z1/11L02

‘weal wEQw\nw 9y] JO peajsul ‘wea) 2doukeul} JueAas|al ay} >Q paslioyine mou aJe sjeuinor sjuswwo)
L 1oz Aeiy ajeq

N Kuoud

sdijjiyd uniep KAyjiqisuodsay

‘pasiel Ajojelidoidde pue Ajoali00 ale sjeulnol |je jey} 8insus 0} $j0J3U0d [eulnol J1ay) MaIASI pPINOYS [IDUN0D 8y |

Buiunodsoe ule - g UOIIEPUAWILIOIDY

‘JJE]S |IOUNOD 8100 pUE S|00YDS Y10g Jo} paysijgelse uaag mou sey Bunsi| Aiojeubis pasiioyine uy

ajepdn Z1L/1 102

‘wiv)sAs ayj uo

OAI|, SI yolym 181 uonestioyine 4Od palewoine ue Ag paoe|dal usaq sey 1si| Alojeubis pasiioyine jenuew ay] :pa1daooy sjuswwo)
010z ¥deg ajeqg
H Ayiond

%002|00\\ BUIBLIOT

Kjqisuodsay

‘pasuoyine Ajjeudoidde usaq aney Aauyl 1ey)
alnsua 0} sIy} Jsuiebe pax)oayd aq p|noys sjuswAed |enuew |je pue pajepdn 8g p|NOYS UOI}08S SJ0}IPal) ay} ulyim piay sl Aiojeubis pasuoyine ay |

S10}IPai) - / UOIJEPUAWIWOIDY

Page 36



6l

1odal Jipne wieu|

uoissIWwo9 Jipny

‘[1ouno) ayy pue (970a) Apoq Buihed juelb ayy

yjoq 03 sbuipuly uno uodal padinbal Ji pue uoneoo|e Juelb YAN S,|1ounoD 8y} JO MaIAaI INO JO Jed Se SIY} MaIAS [|IM DN
'S192140 BujISIA UOIJO8S BnuaAay ay) Ajllou pue sasiwald [erolawwod Aidwe

ay) Aynuapl |Im sIYl Z1L0Z AInr Jo alep ases|al pajewi}sa ue yym padojaasp Ajjusiind sl uonn|os || ue ‘siy} ssaippe o
‘Aeg ay ul santadoid

JBY}0 JOU pUB 81judd UMO0} ay} uo Ajuo pasnooy si siy} ‘JenamoH “Bulobuo si 09 aljua) umo] Aeqlo ] yum Bupiom juiof ay |

ajepdn Z1/11L02

‘8|ge|leAR 8le S80IN0Sal USYM Pauoijoe aq ||IM Japulewsl

By} JO M3IABI Y “UBAID Jaljal |B)0] 8U} JO €/ SMBIASI UdIYM 00 aJpuad) Umo| Aequo] yum Buppom julol st asay] paydeooy sjuswwo)
1 10¢ Jequiada ajed
N Kuoud

POOM)SBAN UE|

Ayqisuodsay

‘Joljal seiadoud Aldwe pajuelb siaAedajel YaNN Jo Aljgibiie Buinuipuod ay) Jo MalAal pasi|eullo) e 8q piNoys alay |

HANN — L1 Uollepuswiioddy

‘0L O} |18} Jol1j84 Areuonalosip Jo 1diedal Ul Jaquinu ay) MaiAal 8y) Jo uone|dwoo Jaye ‘Joljel
Areuonauosip Jo 1dieoal ul a1em sailiedold g9 JO [B101 B §00Z U] "PalijuSpl 818M SWEeaJ)s awodul Jaylo se Jaljal Jisy) buiso)
seladoud |elanss e 0} pa| sey SIY] "ZL/L L0Z Ul sialjal a|qejlieyd A1euoi}aiosip JO MBIAS] B USELIapUN SABY [IDUNOD 8Y |

ajepdn Z1/11L02

"SISE( |enuue-Ig B U0 pamalAal 8] [|IM | |0z Joquieidag 1no pallied Malnay :paldaddy sjuswwo)
1102 Joque)des ajeq
N Ayioud

POOM]SBAN UE|

Ayqisuodsay

"M8IA8l [e01]0AD 0] 108lgns aq pjnoys Jaljal a|qellieyo pajuelb saiuadoid YANN

AAdNN - 0L uoljepusawiwuoday

“JpNne juswale)s 1sod Ino Jo Led se 8say) MaIAaY [[IM M ‘Isnu |

ale) oyl woJ} seoueinsse ajenbape Buiuieyqo Jo sseooud ayy ul Ajualind si j1ouno) ay| - Jodai siy) Jo g ydeibelsed aag

ajepdn Z1L/1 102

Page 37



114

Jodal ypne wus| uoissIWwo9 Jipny

"Z1/11L0Z ulIno Ji |jo4 0} ueld pue Aojjod siyy Buidojaasp jo sseooid ayj ul Ajjuaaind aJe |1Puno) ay | ajepdn ZL/LLOZ
‘paysijge}se aq 0} 910 saseqelep/sjeayspealds Aoy Buimainal pue BulAjyuapl o) ss8201d sjusaWwWwon
Buiobup ajeq

N Kuoud

AgooT |ned Agisuodsay

‘Ao1j0d Bunndwod Jasn pus ue dojaAasp pINoYS |IDUN0D 8y |

1] — €1 Uollepuswiioddy

Page 38



Agenda Iltem 10

TORBAY COUNCIL

ANNUAL INTERNAL AUDIT REPORT 2011/12

1 INTRODUCTION

1.1 The following report and appendices set out the background to audit service provision,
reviews work undertaken in 2011/12, and provides an opinion on the overall adequacy and
effectiveness of the Authority’s internal control environment.

1.3 The Accounts and Audit (Amendment) (England) Regulations 2011 sets out the
requirement that all Authorities need to carry out an annual review of the effectiveness of their
internal audit system, and need to incorporate the results of that review into their Annual
Governance Statement (AGS), published with the annual Statement of Accounts.

2 BACKGROUND

2.1 Service Provision

2.1.1 The Internal Audit (IA) Service for Torbay Council is delivered by the Devon Audit
Partnership. This is a shared service arrangement between Devon County Council, Torbay
Council and Plymouth City Council constituted under section 20 of the Local Government Act
2000.

2.2 Regulatory Role

2.2.1 There are two principal pieces of legislation that impact upon internal audit in local
authorities:

> Section 6 of the Accounts and Audit Regulations (England) Regulations 2011
which states that “....... a relevant body must undertake an adequate and effective
internal audit of its accounting records and of its system of internal control in accordance
with the proper practices in relation to internal control ...... ?

) S a larger relevant body must, at least once in each year, conduct a review of the
effectiveness of its internal audit ...... ’

» Section 151 of the Local Government Act 1972, which requires every local authority
to make arrangements for the proper administration of its financial affairs.

2.2.2 There are also professional guidelines which govern the scope, standards and conduct
of Internal Audit, including CIPFA’s Code of Practice for Internal Audit in Local Government and
the Institute of Internal Auditors’ Standards and Guidelines.

2.2.3 In addition, Internal Audit is governed by policies, procedures, rules and regulations
established by the Authority. These include standing orders, schemes of delegation, financial
regulations, conditions of service, anti-fraud and corruption strategies, fraud prevention
procedures and codes of conduct, amongst others.

2.2.4 The Internal Audit Strategy sets out how the service will be provided and the Internal
Audit Charter describes the purpose, authority and principal responsibilities of the Section.
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3 OBJECTIVES AND SCOPE

3.1 This report compares the work carried out with the work that was planned; presents a
summary of the audit work undertaken; includes an opinion on the adequacy and effectiveness
of the Authority’s internal control environment; and summarises the performance of the Internal
Audit function against its performance measures and other criteria. The report outlines the level
of assurance that we are able to provide, based on the internal audit work completed during the
year. It gives:

e a comparison of internal audit activity during the year with that planned, placed in the
context of internal audit need,;

e a summary of significant fraud and irregularity investigations carried out during the
year and anti-fraud arrangements; and

e a statement on the effectiveness of the system of internal control in meeting the
Council’s objectives.

3.3.  The Chief Internal Auditor is required to provide the Council with an assurance on the
system of internal control of the Council. The opinions provided for each commissioning area
and units within those commissioning areas have contributed to this overall assurance. It should
be noted, however, that this assurance can never be absolute. The most that the internal audit
service can do is to provide reasonable assurance, based on risk-based reviews and sample
testing, that there are no major weaknesses in the system of control. In assessing the level of
assurance to be given the following have been taken into account:

e all audits completed during 2011/12, including those audits carried forward from
2010/11;

e any follow up action taken in respect of audits from previous periods;

¢ any significant recommendations not accepted by management and the consequent
risks;

o the quality of internal audit’s performance;
e the proportion of the Council’s audit need that has been covered to date;

o the extent to which resource constraints may limit this ability to meet the full audit
needs of the Council;

¢ any limitations that may have been placed on the scope of internal audit.

4 INTERNAL AUDIT COVERAGE 2011/12

4.1 Delivery Against Plan

4.1.1 The pie chart below and Appendix 1 shows total actual number of direct audit days in the
year ended 31 March 2012, compared with the total number of days planned. The headings
used reflect the structure that was operational for most of 2011-12; the structural changes that
have recently taken place will be fully reflected in our 2012-13 work and report. There has been
some variation between planned and actual days within individual audit assignments as we
have adjusted the plan to meet operational needs. Some audits that were originally planned
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were not completed as the timing was inappropriate for the area under review; a number of
projects have therefore been planned for review in 2012/13.

4.1.2 Appendix 1 shows the actual days of audit delivery in 2012/13 against the audit plan. It
will be noticed that there was a small shortfall in the total number of audit days provided during
the year; we provided1396 days against a plan of 1533 days. When we prepare our plans we
make an educated assessment of the number of days that an audit is likely to take. When the
fieldwork is actually completed there is inevitably a variance from the planned days. In addition
we provide an allowance for work on areas such as fraud and corruption; in some years the
requirement will exceed the planned budget and in others the need for our resource will be less
than planned. It should also be noted that some audits required a richer mix of staff resource
due to the complexity / sensitivity of the area under review. In such instances we expect that a
more senior officer will be able to complete the review in less time than a junior and also the
need for managerial review of working papers will be less.

Tobary Council - Analysis of Actual Internal Audit Days 2011/12

O People - 10%

3% 10%

m Operational Support - 38%

O Environment - 12%

2%

0O Communities & Local
Democracy - 4%

11% m School Visits - 6%

38% O Fraud Prevention, Detection &
5% Investigation - 11%
’ m Corporate Initiatives - 2%

0O Other Chargeable Activities -
12% 14%
B Advise / Consultancy - 3%

4.1.3 Appendix 2 to this report provides a summary of the audits undertaken during 2011/12,
along with our assurance opinion. Where a “high” or “good” standard of audit opinion has been
provided we can confirm that, overall, sound controls are in place to mitigate exposure to risks
identified; where an opinion of “improvement required” has been provided then issues were
identified during the audit process that required attention. We have provided a summary of
some of the key issues reported that are being addressed by management. It should be pointed
out that we are content that management are appropriately addressing these issues.

4.2 Operational Support

4.2.1 In our opinion, and based upon our audit work completed so far in this year and in
previous years, we consider that adequate controls are in place to control operations in this
area. Where weaknesses have been identified management have agreed these findings and
have either agreed the recommendations or accepted the associated risks.

Page 41



4.2.2 Insummary, we are able to report that Material Systems controls have been maintained
and that improvements have been made to address previously identified weaknesses. Progress
has been made in addressing areas identified as needing improvement in last year’s IT Audit
Plan, and whilst a number of weaknesses still exist, ICT are aware of these issues and are
taking action to address them.

4.2.3 In addition to these key areas, audits were undertaken of specific functions / elements
and also a ‘watching brief’ was maintained or direct advice provided for a number of ongoing
projects.

National Fraud Initiative (NFI)

4.2.4 Data matching investigation work associated with the 2010/11 National Fraud Initiative
(NFI) exercise has continued throughout 2011/12. Additionally, the Council Tax and Electoral
Roll data has been submitted for matching purposes and the matching reports for these now
received back for subsequent enquiries. The exercise, which is run every two years by the
Audit Commission, requires all councils to provide data for cross-matching with information
supplied by other organisations, such as the Department for Works and Pensions and the NHS,
to identify potential cases of fraud and error.

4.2.5 The Council has now received a total of 6,624 data matches as a result of the above
exercise. Of these matches, the Audit Commission categorised 1,164 as the highest priority.
Since that time, Devon Audit Partnership has engaged with the departments affected and
agreed action plans to deal with the matches received. All of the high priority matches have
now been investigated, and of these 73 errors and on fraud were identified. This resulted in
savings of £29,507.99 being calculated.

4.2.6 It should be noted that in most instances the savings identified have resulted from
“errors” being identified. This is usually in the information provided by individuals that has been
used to determine payments. If we consider that the provision of this incorrect data was made
in a fraudulent way, then the issue will be classified and treated as a fraud.

4.3 Communities and Local Democracy

4.3.1 In our opinion, and based upon our audit work completed so far in this year and in
previous years, we consider that adequate controls are in place to control operations in this
area. Where weaknesses have been identified management have agreed these findings and
have either agreed the recommendations or accepted the associated risks.

4.3.2 We have continued to maintain an oversight of certain critical transformation
programmes of the Council and undertaken the more operational audits planned for 2011/12. In
addition to these key planned areas, direct advice was provided when required.

4.3.3 We are pleased to report that there have been no significant irregularities brought to our
attention for the 2011/12 year.

4.4  Children, Schools & Families

4.4.1 In our opinion, and based upon our audit work completed during the year and in previous
years, we consider that adequate controls are in place to control operations within Children,

Schools & Families. Where reports have been finalised management have agreed with findings
and recommendations made.
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4.4.2 Unless cancelled at the request of the customer, all the audits in the 2011/12 plan were
either complete or in progress at the year end; those audits in progress will be completed in
early 2012/13.

4.4.3 Two audits undertaken included an element of cross authority collaboration:-

e The audit review of Section 17 expenditure included contacting Plymouth City Council
and Devon County Council to compare spends upon Section 17 across the three
authorities.

e Whilst the audit of Youth Offending compared five distinct areas of interest to senior
management at both Torbay Council and Devon County Council; a joint review was
therefore undertaken at both authorities and a single report produced.

4.4.4 During the 2011/2012 financial year referrals were received in connection with a theft of
money from an establishment and a query regarding address history in connection with
previously submitted CRB application by an individual; both incidents have been fully
investigated and reports issued.

445 A whistleblowing referral was received in connection with records held in connection with
the ‘Operation Mansfield’ investigation; two other referrals were received regarding the Torbay
Adoption Panel meeting of 1% August 2011 and the processes, actions and decisions relating;
these incidents have been fully investigated and reports issued.

4.5 Place & Environment

4.5.1 In our opinion, and based upon our audit work completed during the year and in previous
years, we consider that adequate controls are in place to control operations within this area.
Where reports have been finalised management have agreed with findings and
recommendations made.

4.5.2 Review of the monitoring arrangements in place for the TOR2 JVC contract in its second
year of operations was completed. We are able to report significant improvements in
performance monitoring, accuracy of payments and the integration of data sharing. However, at
the time of our audit, there were concerns regarding the effective strategic oversight of TOR2
maintained by the Council.

4.5.3 We continued to support the South West Devon Waste Partnership Waste PFI project as
it worked towards obtaining planning approval, which was granted just before Christmas. We
provided advice on governance and risk issues, in particular the Partnership’s approach to
Section 106 negotiations that would minimise the risk of impact on a timely planning decision,
whilst at the same time ensuring that the Partnership are not seen to be acting inappropriately.
454 Four significant irregularities referrals were received in the 2011/12 financial. Brief
details relating to the scenarios investigated are shown at Appendix 2.

4.6 Schools

4.6.1 Our opinion - based on the work to date is that the systems and controls in schools are
of a “Good to High Standard” and generally mitigate the risks identified.

4.6.2 The two key matters arising from the audits are the:
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. demonstrable financing of school improvement plans and,;
. absence of controls in school security.

46.3 Recommendations have been made to reduce risks and in other areas,
recommendations made serve to strengthen what are reasonably reliable procedures.

4.6.4 We completed 23 school audits in 2011-12. During the year, the former School Financial
Management Standard (FMSIiS) was replaced with the School Financial Value Standard
(SFVS). We were required to assess schools against the standard in operation at the time of the
audit; our results are summarised at Appendix 3. The requirements for schools in meeting either
standard are significant; however we are able to report that the majority of schools have met the
standard.

4.6.5 Instances of fraud and irregularity have been limited, however each and every case is
investigated by Internal Audit and disciplinary action will be taken if required.

5. INTERNAL AUDIT PERFORMANCE

5.1. There are no national Performance Indicators in existence for Internal Audit, but the
Partnership does monitor the following Local Performance Indicators LPI’s:

Local Performance Indicator (LPI) 2011/12 | 2011/12
Target Actual
Percentage of Audit plan Completed (Inc Schools) 90% 92%
Actual Audit Days as percentage of planned (Inc Schools) 90% 91%
Percentage of fundamental / material systems reviewed annually 100% 100%
Percentage of chargeable time 70% 68%
Customer Satisfaction - % satisfied or very satisfied as per feedback | 90% 98%
forms
Draft Reports produced within target number of days (currently 15 days) | 90% 91%
Final reports produced within target number of days (currently 10 days) 90% 98%
Average level of sickness absence 2% 5.2%
Percentage of staff turnover 5% 85% (3
people)
Out-turn within budget Yes Yes

52 Overall, performance against the indicators has been very good, even against the
backdrop of high, but unavoidable, instances of staff absence. It is particularly pleasing to see
that customer satisfaction remains very high, which is much to the credit of the audit staff
involved.

5.3 In addition, we have undergone a restructure exercise with the aim of reducing our costs
by 10% in 2012/13 and a further 10% in 2013/14. As a result we have reduced our management
team by three and restructured our operations to ensure that we can continue to deliver the high
standard of work expected by our customers.
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6 INTERNAL AUDIT OPINION

8.1 In carrying out systems and other reviews, Internal Audit assesses whether key, and
other, controls are operating satisfactorily within the area under review, and an opinion on the
adequacy of controls is provided to management as part of the audit report.

8.2  Allfinal audit reports also include an action plan which identifies responsible officers, and
target dates, to address control issues identified during a review. Implementation of action plans
are reviewed during subsequent audits or as part of a specific follow-up process.

8.3 Commissioners have been provided with details of Internal Audit’s opinion on each audit
review carried out in 2011/12 to assist them with compilation of their individual annual
governance assurance statements. [f significant weaknesses have been identified in specific
areas, these have been considered by the Authority in preparing its Annual Governance
Statement which will be included with its published Statement of Accounts for 2011/12.

8.4 Overall, and based on work performed during 2011/12, Internal Audit is able to provide

reasonable assurance on the adequacy and effectiveness of the Authority’s internal control
environment.

Martin Gould

Head of Devon Audit Partnership
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Internal Audit Plan 2011/12 Progress Against Plan

Appendix 1

(Please note — plan adjusted during the year to take account of changes in requirements for the Council).

Comparison of Planned Assignments & Days to Actual Use of Resources

Area
People
Operational Support
Place & Environment
Communities & Local Democracy
School Visits

Fraud Prevention & Investigation
Contract Audit (note — contract
audit work completed as part of
work for Place & environment).

Corporate initiatives

Grant Claims

Other Chargeable activities
Advice/Consultancy

Carry forward

TOTAL

Contingency

Planned

Assignments

12
46
12
7
23
19

o o O O

125

Planned Days
180
540
190
115
85
140

30
40

168
45

1633
85
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%
12%
35%
12%

8%
6%
9%

2%
3%
0%
1%
3%
0%
100%

Audit
fieldwork
completed Actual Days %
B 140 10%
46
533 38%
B 169 12%
3 58 4%
2
3 89 6%
19
153 1%
0 0%
! 21 2%
0 0 0%
0
191 14%
S 42 3%
0
0 0%
119
1396 100%
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Appendix 2

Table of Audit Reviews Undertaken 2010/11 and Assurance Opinion.

Assurance
Audit Area Year | Status | opinion Executive summary
Adults and Operations
Main Accounting System 2010/11 | Final Good
Standard
Payroll 2010/11 | Final Improvements | Although the individual and overall assurance opinions remain as 'Improvements
Required Required', this is due to the breadth of the audit scope and it should be noted that
Internal Audit found that the progress continues to be made in addressing audit
recommendations and improving the payroll control environment.
No new control issues were identified during the audit and recommendations have
been made to assist in progressing points previously raised that remain outstanding
or require embedding / enhancing to make fully effective.
Debtors 2010/11 | Final Improvements | Since the establishment of the dedicated Debtors Administration role, there has
Required been ongoing improvement in the operation of the Debtors function and progress
made against previous recommendations. The system is well managed centrally
and users are effectively supported by comprehensive procedural and training
provision. The lack of adequate segregation of duty continues with the associated
risks accepted by management as acceptable given operational / business need.
Recommendations have been made to assist with improving the effectiveness of
liaison between Debtors Admin, the Corporate Debt Team and Legal Services in
order to prevent debts becoming aged and irrecoverable due to inactivity. The need
for increased reporting and monitoring at senior management / member level in the
current economic climate has also been highlighted in the findings.
Asset Register 2010/11 | Final Good

Standard
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CTAX & NDR

2010/11

Final

Improvements
Required

Despite considerable change within Customer Contact, the Revenues Team has
maintained accuracy and control over property valuations with amendments to
billing adequately supported. The effective systems in place for recording payments
have been maintained and the requirements of the External Auditor's key controls
have been met.

Although liability is accurately recorded, it is recommended there is a
comprehensive review of ongoing entitlement to reductions in liability to enhance
ongoing accuracy. Completion of a full procedures manual is required and the full
roll out of the training and needs assessment tool. This is important due to the
structural changes within the department and to assist with maintaining service
continuity and standards.

FIMS System Admin

2010/11

Final

Good
Standard

POP (electronic ordering)

2010/11

Final

Good
Standard

Benefits

2010/11

Final

Improvements
Required

The Council restructure in 2010/11 impacted the management structure in Benefits
and related functions and these structure changes and staff reductions are
continuing; the pace of change has inevitably had an impact on standards and
performance and this is reflected in the findings of this audit. It is therefore pleasing
to note that proactive steps are now being taken to address the issues and to also
acknowledge the positive attitude to the audit process.

The audit confirmed that benefit claims are verified in line with guidance and
evidence is appropriately retained to support the assessment of the claim. Although
the testing of claims input during the audit was found to be generally accurate, it
was noted that the level of local authority error is increasing and that the
Performance Indicator EBO79a (accuracy of processing) is below target.

IBS Open System Admin

2010/11

Final

Improvements
Required

Progress continues to be made in improving the system management arrangements
for Open Revenues. The system has been kept current and fit for purpose and the
team show a willingness to address the remaining weaknesses identified, however
the issues relating to the inadequate segregation of duty impact the overall
assurance opinion that can be provided.
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Creditors 2010/11 | Final Improvements | The processing procedures and practices are robust and a high degree of accuracy
Required continues to be achieved leading to data quality and correct payments being made;
this is despite reductions in resource necessitating informed and risk assessed
decisions regarding permanent changes in practices. It is therefore pleasing to
acknowledge that these changes have not resulted in the audit identifying any
processing errors or any new control issues.
Improvements have been recommended in the control environment in relation to
sufficiency of quality control processes to provide full assurance regarding
compliance with authorisation expectations. Although outside the direct control of
payments issues with resepct to the cheque printing control environment and
related to lack of segregation of duty in the access rights for CHAPS have impacted
the assurance opinion than can be provided in relation to the generation of output.
Debtors Substantive 2011/12 | Final Good
Testing Standard
Executive Head Payroll 2011/12 | Final Good
Verification Process Standard
CTAX & NDR 2011/12 | Final Improvements | Despite ongoing organisational structure changes within Revenues and Benefits,
Required the team has continued to maintain accuracy and control over property valuations
with amendments to billing adequately supported. The established effective
systems in place have been maintained and the requirements of the External
Auditor's key controls have continued to be met. In addition progress has been
made in addressing a number of the control weaknesses previously identified and
also positive steps have been taken to further improve the quality of CTAX and NDR
property data on the system.
Although liability has been accurately recorded, recommendations have been made
to improve consistency and review ongoing entitlement to reductions in liability to
improve ongoing accuracy, although it is acknowledged that progress has been
made in reviewing empty CTAX property.
Bank Reconciliation 2011/12 | Draft Good
Standard
General Ledger 2011/12 | Draft Good

Standard
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Treasury Management

201112

Draft

Good
Standard

IBS Open Systems Admin

201112

Draft

Improvements
Required

Progress continues to be made in improving the system management arrangements
for Open Revenues. The system has been kept current and fit for purpose and the
team show a willingness to address the remaining weaknesses identified, however
the issues relating to the inadequate segregation of duty impact the overall
assurance opinion that can be provided.

Benefits

201112

Draft

Improvements
Required

The Council restructure in 2010/11 impacted the management structure in Benefits
and related functions and these structure changes and staff reductions are
continuing; the pace of change has inevitably had an impact on standards and
performance and this is reflected in the findings of this audit. It is therefore pleasing
to note that proactive steps are now being taken to address the issues and to also
acknowledge the positive attitude to the audit process.

FIMS System Admin

2011/12

In
Progress

Internal Audit has previously been able to give a Good Standard assurance opinion
for this audit area and initial findings for this audit suggest that this will be the same
for 11/12. The audit work is nearly complete and it is anticipated that the report will
be issued and agreed in early 2012/13..

FIMS Upgrade Project

2011/12

In
Progress

Following implementation of the upgraded version of FIMS, this audit is a review of
processes adopted during the implementation and migration of data to provide an
assurance opinion on their adequacy and effectiveness to ensure the continued
integrity of this key financial system. The audit work is nearly complete and it is
anticipated that the report will be issued and agreed in early 2012/13.

Income Collection

2011/12

In
Progress

Internal Audit has previously been able to give a Good Standard assurance opinion
for this audit area and initial findings for this audit suggest that this will be the same
for 11/12. The audit work is nearly complete and it is anticipated that the report will
be issued and agreed in early 2012/13.

Payroll

201112

In
Progress

Internal Audit has previously been given an Improvements Required assurance
opinion for this audit area. The audit is still in progress and as such it is not
appropriate to give an indication of likely assurance opinion for 11/12, however it is
anticipated that the report will be issued and agreed in early 2012/13.
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POP

201112

In
Progress

Internal Audit has previously been given a Good Standard assurance opinion for this
audit area. The audit has only just commenced and as such it is not appropriate to
give an indication of likely assurance opinion for 11/12, however it is anticipated that
the report will be issued and agreed in early 2012/13.

Debtors

2011/12

In
progress

Internal Audit has previously been given an Improvements Required assurance
opinion for this audit area. The audit is still in progress and as such it is not
appropriate to give an indication of likely assurance opinion for 11/12, however it is
anticipated that the report will be issued and agreed in early 2012/13.

Creditors

201112

In
progress

Internal Audit has previously been given an Improvements Required assurance
opinion for this audit area. The audit is still in progress and as such it is not
appropriate to give an indication of likely assurance opinion for 11/12, however it is
anticipated that the report will be issued and agreed in early 2012/13.

Asset Register

201112

In
progress

Internal Audit has previously been given a Good Standard assurance opinion for this
audit area. The audit is still in progress and as such it is not appropriate to give an
indication of likely assurance opinion for 11/12, however it is anticipated that the
report will be issued and agreed in early 2012/13.

Other

JE Back pay

2011/12

Final

Not
Applicable

This was not issued as a standard report and no overall assurance opinion was
given. Detailed findings on the sample testing undertaken was provided to the
Project Team enabling them to determine the appropriateness of payment of the
various groups processed in the period.

File Infrastructure Project

201112

Final

Not
Applicable

Support to the Council in rolling out its new file infrastructure and to act as the pilot
team in terms of data transfer and resulting issues in order to inform the future roll
out and ongoing project work.

Claims Handling

201112

Final

Good
Standard

The Claims Handling Team deal with all claims made against the Council including
personal injury claims and liability claims for damage to property. The effectiveness
and competency of the claims handling by the team has been commended by the
Council's insurers (Zurich Municipal) in their annual audit report and has been
confirmed during this internal audit.
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Information Security Policy | 2011/12 | In Part of the Information Security Group providing advice, support, assistance and
Progress consultancy to the group and actual policy development. This work is ongoing in
line with the activities of the Group. Internal Audit has been able to actively support
the Group in contributing to policy writing and also considerations regarding social
media development.
Human Resources 2011/12 | In The audit work is nearly complete and it is anticipated that the report will be issued
Progress and agreed in early 2012/13.
Procurement 201112 | In Review of adequacy of policies and procedures along with the follow up of 2009/10
Progress Audit report nearly complete. Added value work to identify departments not
engaging with Procurement appropriately or complying with current regulations and
legislation when letting contracts over £50K due to start.
Northgate Self Service 2011/12 | In Ongoing Quality Assurance support role to the project providing advice, support and
Project Progress consultancy to the project team.
Capital Programme 201112 | In The audit work is nearly complete and it is anticipated that the report will be issued
Progress and agreed in early 2012/13.
Internet & Email Software 2011/12 | In Continued to provide support in monitoring the rule base and producing activity
progress reports for customers as requested.
Information Governance 2011/12 | Cancelled This audit was cancelled at the request of the customer and re-scheduled for
inclusion in the 2012/13 Audit Plan.
Data Quality (N3) 2011/12 | Cancelled This audit was cancelled at the request of the customer and re-scheduled for
inclusion in the 2012/13 Audit Plan.
IT Audit
E Commerce 2010/11 | Draft Good

Standard
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ITRA

2010/11

Final

Improvements
Required

Work has been carried out jointly with the Audit Commission in connection with the
IT Risk Assessment for 2010/11 culminating in a visit by the Audit Commission to
evaluate the present status of controls within the IT department. The outcome of
this visit was to confirm that the internal audit recommendations made as part of this
year’s audit plan should be implemented. As recommended, a separate SPAR
based IT Risk Register has now been established by IT.

Email Archiving Project

2011/12

Final

Good
Standard

Change Control

2011/12

Final

Improvements
Required

As noted in our previous audit report, it is acknowledged that a unified single system
for change control within the IT department covering all aspects of change control
including hardware, application and operating system software, desktop and
network environments is a high priority for the department.

WebSense & SurfControl

201112

Final

Good
Standard

IT IS Strategy

201112

Draft

Improvements
Required

Formulation of the Council's new IT Strategy is at present in progress, and a
number of significant themes have already been identified, including the use of thin
client technology to reduce hardware costs and increase security, as well as the
possible use of elements of the Governments new Cloud Store where appropriate,
and the extended use of social media in the business environment (so called
‘channel shift").

There is a need to evidence clearly the link between the IT Strategy and the
business strategy of the Council, as well as to ensure that the IT Strategy
adequately reflects the prioritised needs of the user community at an individual
level.

PCI Compliance Project

201112

Final

Improvements
Required

Further work has continued during the year, and a decision has been made in
principle to host the processing of card transactions externally, although no contract
has yet been formalised or signed. As a result, further work still remains to be
carried out to ensure that the Council is PA-DSS and PCI-DSS compliant. Other
areas that remain to be resolved include the ability to suppress those elements of
recorded voice messages that contain credit card data.

Organisational Controls

201112

In
Progress

The audit work is nearly complete and it is anticipated that the report will be issued
and agreed in early 2012/13.
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ITRA 2011/12 | In This work is undertaken on behalf of the Council’s external auditors and was
Progress scheduled to tie in with their visit in March 2012 but which has yet to take place.

Some preliminary meetings and provision of information has occurred in line with
requests from the external auditors.

Irregularity

Irregularity Tor 1102 — 2011/12 | Final N/A Internet and e-mail reports were provided to the Customer First Manager

Internet & Email abuse highlighting two members of staff where further management investigation may be
required to prove ‘conflict with business priorities’.

Audit Area Year | Status | Assurance | Executive summary

opinion
Communities and Local Democracy
Community Protection 2011/12 | Final Improvements | Overall the service has made significant improvement & has effectively embraced
Required multi-agency working for the benefit of the locality & service users.

Regular peer review of the service to identify improvement areas, determine its
effectiveness and progress has been achieved with positive outcomes. Not all
recommendations arising from these reviews had been actioned at the time of the
audit and steps have been suggested to ensure that recommendations arising from
service reviews are actioned in a timely manner.

People, Place, Productivity | 2011/12 | In Periodic ongoing oversight being maintained throughout 2011/12. The

& Partnerships progress transformation programme is now being run down, but there are a number of on-

(Transformation) going legacy projects including the Office Rationalisation Programme (ORP), and
the Productivity Improvement Programme (PIP). Current issues include strategic
ownership of change.

Commissioning 2011/12 | In Ongoing oversight of commissioned areas being maintained throughout 2011/12.

progress EDC, TOR2 and ERTC Commissioning projects are summarised within the Place

and Environment Report.

Housing Needs & 201112 | In The audit work is nearly complete and it is anticipated that the report will be issued

Homelessness progress and agreed in early 2012/13.

Performance including 2011/12 | In The audit work is ongoing and it is anticipated that the report will be issued and

Payments by Results progress agreed in early 2012/13.
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Emergency Planning 201112 | In The audit work is ongoing and it is anticipated that the report will be issued and
progress agreed in early 2012/13.

Voluntary Sector & 2011/12 | Not Audit not started due to other work priorities and therefore has been scheduled for

Community Development Started inclusion in the 2012/13 Audit Plan.

Housing Standards 2011/12 | Cancelled This audit was cancelled at the request of the customer and re-scheduled for
inclusion in the 2012/13 Audit Plan.

Disabled Facilities & 2011/12 | Cancelled This audit was cancelled at the request of the customer and re-scheduled for

Renovation Grants inclusion in the 2012/13 Audit Plan.

Audit Area Year | Status | Assurance | Executive summary

opinion

Children, Schools & Families

Permanency Planning 2010/11 Draft Good

Team Standard

Education Management 2011/12 Final Improvements | The Education Management System comprises of approximately fourteen modules.

System (EMS) Required For the purpose of the audit it was not possible to carry out testing in every area,
therefore, the audit review was limited to certain key modules.
Written protocols and guidance for the EMS as a whole and the individual modules
have not been established. Therefore it could not be determined as to whether the
correct procedures and processes are being followed.

Youth Offending Team 2011/12 Final Improvements | With the exception of the Appropriate Adult provision which is provided centrally the

(YOT) Required other areas reviewed i.e. Court Duty, Volunteers Coordination and Reparation were

all found to be delivered in different ways and with their own individual issues
affecting them.

The provision of Appropriate Adults by DAAVS was found to be delivered generally
to the satisfaction of YOTs and Police. The main weakness is in the lack of cover at
night and the insufficient cover available from the Emergency Duty Service.
Concern regarding this and more generally may arise if the age provision is raised
to seventeen without appropriate additional volunteer resources in place by that
time.
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Section 17 Payments 2011/12 Draft Improvements | Section 17 payments are managed by Children's Service finance team. Finance
Required team staff are responsible for administering Section 17 payments within the Children
In Need Service, Permanency Planning Service, and Children’s Disability Team.
The main issues identified during the audit review were:
- Out of date policies;
* No clear authorisation limits;
* Lack of evidence of challenge to payments;
* Lack of established guidance to social workers and finance staff
TFM / Boarding Out (Audit | 2011/12 Draft High
Commission) Standard
Youth Services 2011/12 Final Improvements | With changes in staffing and locations the audit review centred upon the adequacy
Required of inventories; whether the necessary annual inventory checks had been carried out
and whether new assets purchased were documented and identified within the
controlling records. The audit identified a significant lack of proper inventory controls
was prevalent and recommendations made in the previous audit report had not
been fully actioned. Recommendations for the improvement of controls were made.
Education other than at 2011/12 Draft Good
Schools (EOTAS) Standard
Supporting People (Audit 2011/12 Final High
Commission) Standard
Use of Agency Staff 2011/12 Work in Progress
School Transport 2011/12 Work in Progress
Locality Working / Early 2011/12 Work in Progress
Years
Housing Needs & 2011/12 Work in progress
Homelessness
Irregularity Tor 1101 — 2011/12 Final Not We were asked to undertake an investigation into the theft of £110 from the safe of
Theft from “The Nest’ Applicable The Nest Nursery Centre, Brixham. The police were initially advised although The

Nest Manager and Audit subsequently agreed that further police involvement would
not be effective. The perpetrator could not be discovered or the cash recovered,
however, Audit made recommendations for improvements in controls over the
security of cash at the Centre. Action has been taken to implement improvements.




/S abed

Irregularity

Irregularity Tor 1103 - 2011/12 Final Not As a result of the NFI data matching exercise DAP undertook an investigation into
Youth Worker CRB check Applicable the address history records of a Council Youth Worker. This included the incorrect
completion of previous CRB forms with regard to the Youth Worker’s address
history over the last five years. DAP liaised with the Council’'s HR dept to
investigate concerns that the incorrect address history may have invalidated the
CRB checking process. HR undertook a subsequent CRB check having discussed
the issue with the Youth Worker and this was processed satisfactorily.
Irregularity Tor 1105 - 2011/12 Final Not An investigation was undertaken into a whistle-blowing referral received relating to
‘Operation Mansfield’ Applicable the practice of the recording of records upon the Operation Mansfield Paris
records database. The investigation has been concluded and a response provided to the
whistleblower in accordance with the Whistle-blowing Policy.
Irregularity 2011/12 | Ongoing Not Whistle-blowing referrals received surrounding the decisions, processes and
Applicable procedures surrounding the Torbay Adoption Panel meeting of 1% August 2011 and
what occurred subsequently.
Audit Area Year | Status | Assurance | Executive summary
opinion
Place & Environment
TOR2 JVCo 2010/11 | Final Improvements | Contracts covering the three service areas have been drawn up to comprehensively
Required and robustly cover all expected areas, and ensure that both the Council and TOR2's

interests have reference to a legally enforceable framework.

However, a sophisticated system and processes linking the Council's Call Centre to
TOR?2 intended to manage service user queries was not operational from the
commencement of the contract which would have better handled a major change to
service provision such as the waste collection changes. At the time of the audit this
was still being tested to overcome IT issues.
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Carbon Management
(interim review)

201112

Final

Not applicable

Responsibility for fulfilment of the requirements for the CRC scheme within Torbay
Council lies with the Corporate Energy Manager. The authority is well placed to
achieve completion of its CRC scheme Footprint report, Annual report and evidence
pack in advance of the 29th July 2011 deadline for submission. A significant amount
of work has taken place to achieve progress against the Early Action Metric goals
determined by the scheme. This includes achieving the Carbon Trust Standard in
April 2010 and the installation of the required half hourly meters in all significant
premises included under the CRC scheme.

Carbon Management

2011/12

Final

Not applicable

It is the auditor’s opinion that Torbay Council has fulfilled its obligations with regard
to submission of data and compilation of supporting evidence for the CRC Energy
Efficiency Scheme.

Natural Environment

201112

Final

Improvements
Required

Natural Environment with its current functions is newly formed, the arrangements
with the Joint Venture Company are still being embedded and in addition the various
functions have not been subject to a recent internal audit. These factors have
inevitably resulted in a significant number of findings from this audit, however
Natural Environment intend to use the report to develop and improve the control
environment within their new department from the outset.

Contracts are in place for the maintenance of green space, recreation areas,
grounds and play / skate parks that incorporate inspection requirements to ensure
that they are maintained to a good and safe condition. Condition and contract
monitoring inspections by Natural Environment are also established. Additionally,
ROSPA inspects play equipment to ensure that it remains safe for users.
Weaknesses exist in the contract monitoring arrangements and inspection regime
undertaken by the Park Wardens. H&S expectations are not being fully met which
could put both the public and staff at risk of injury.

Environmental Policy

2011/12

Final

Good
Standard

Corporate Security &
CCTV

201112

Final

Good
Standard

Tor Bay Harbour Authority

2011/12

Final

Improvements
Required

The Harbour Authority are active in effectively determining and setting harbour
charges to maximise income whilst demonstrating their commitment to the harbour
users through active consultation. Vacancies are managed however it was found
that there are inconsistencies in practices between the three offices and
opportunities for improvement in existing vacancy management arrangements and
in the recharging of services to customers.
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English Riviera Tourism
Company

201112

Final (to
be
issued)

An Internal Audit Plan for the work to be carried out during 2011/12 for the new
company was been agreed, and audit reviews carried out. A review has now been
carried out on Material systems. This review is able to report that there were no
significant weaknesses in the systems and controls but highlighted that it was
initially anticipated that the funding of pension liabilities in respect of former and
present employees would be covered by the Council. However it has transpired that
liabilities under IAS 19 are to be the responsibility of the ERTC. As a result, in
common with all other businesses, there is an, as yet, unquantified additional liability
that will need to be incorporated into the accounts setting out the actuarially
calculated shortfall as at year end 31st March 2012.

Additionally a special exercise on the Tourism Strategy has been carried out at the
request of the Environment Commissioner. The findings of this review confirmed
that the detailed statistics in the Strategy are in line with reliable industry sources.

Environment Project
Involvement

2011/12

In
Progress

On-going monitoring of projects including DAP’s continued support on the South
West Devon Waste Partnership Waste PFI project.

TOR2 Contract Monitoring

201112

Final

Improvements
Required

Improvements to TOR2, both operationally and from a contract monitoring
perspective, have been evident during the 2011/12 audit. This year has seen
notable improvements to the recycling rates which is one of the key objectives of
implementing the JV Co, and delivery of services against the majority of the
contractual performance indicators where this was previously difficult to assess.

The contract monitoring arrangements and processes for making accurate invoice
payments have bedded in during 2011 with good evidence of challenge by Council
officers to reported TOR2 performance claims.

There may , however, within the Asset section of the contract be areas where the
monitoring, reporting and challenge are not as robust due to the lack of a formal
"Super Client". The importance of having good contract monitoring arrangements in
place with the 'thin client' approach to managing a complex set of Contracts
magnifies the need for adequate resources and effective systems / processes.

Economic Development
Company

201112

In
Progress

An audit plan was discussed and finalised for the new limited company which
includes reviews of material systems, governance and IT and business systems.
The first of these, Material Systems, is nearly complete and it is anticipated that the
report will be issued and agreed in early 2012/13.

Library Services

2011/12

In
Progress

The audit work is ongoing and it is anticipated that the report will be issued and
agreed in early 2012/13.

Parking Services

201112

Cancelled

This audit was cancelled at the request of the customer and re-scheduled for
inclusion in the 2012/13 Audit Plan.




09 abed

Coast & Countryside Trust | 2011/12 | Not This audit was not progressed due to other audit work priorities. The Devon Audit
Started Partnership will work with the customer to ensure that this audit is accommodated in

2012/13 either within the Environment Project days or within the Contingency days
within the Audit Plan for 2012/13.

Irregularity Tor 1104 — 2011/12 | Draft N/a We were asked to undertake an investigation into an alleged fraudulent

Salary overpayment Report overpayment of salary within Library Services. An overpayment in excess of
£17,000 was confirmed. Fraudulent intent was not proven, but weaknesses in
controls at various levels were identified, and recommendations for improvements
are in the process of being agreed. The overpayment has now been paid back in
full by the employee.

Irregularity Tor 1106 — 2011/12 | Final We were asked to undertake an investigation into an alleged case of bribery /

Bribery / corruption Report corruption at Oldway Mansion involving a Hall Porter. The source of the allegation
was interviewed under caution (in line with PACE requirements) but the suggestion
of bribery not found to be substantiated. Subsequent management/HR
investigation into other related matters will now be undertaken.

Irregularity Tor 1107 — 2011/12 | Final We were asked to investigate the case of an employee within the TDA / EDC

Excessive overtime hours Report working regular and significant overtime hours. Fraud was not found to be the issue

claimed but poor controls by management were identified and these were agreed to be
addressed by senior EDC management.

Irregularity Tor 1110 — 2011/12 | Final We were asked to investigate the case of a computer theft from one of the interview

Theft of a PC from Report rooms within Paignton Library. Security of physical hardware and possibly data

Paignton Library

were identified as poorly controlled in some areas. Other internal security
arrangement issues were also noted. Meetings and e-mails took place between
Libraries and Connexions staff, Information Governance, Security team, Facilities
Management and Audit. Procedures have now been updated along with physical
access controls to various rooms where issues had been identified. Staff using the
library rooms have established working protocols to minimise subsequent risks to
equipment etc. The PC has not been recovered.
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Agenda ltem 11
ORBAY
COUNCIL ":",

Title:

Treasury Management Outturn 2011/12

Wards Affected: All Wards in Torbay

To: Audit Committee On: 27" June 2012
Council 12" July 2012

Contact Officer: Pete Truman

Telephone: 7302

Y8 E.mail: Pete.truman@torbay.gov.uk

1. What we are trying to achieve

1.1 This report informs the Council/Committee of the performance of the Treasury
Management function in supporting the provision of Council services in 2011/12
through management of cash flow, debt and investment operations and the
effective control of the associated risks.

1.2 Recommendation

(a) That the Treasury Management decisions made during 2011/12 as detailed in
this report be endorsed.

(b) That Council approve the Prudential and Treasury Indicators as set out at
Annex 1 to this report

2, Key Points

2.1 The key points arising from Treasury Management operations in 2011/12 are:

Challenging interest rate conditions with a static bank rate and poor borrowing
rates in terms of opportunities to repay loans (see sections A7 & A9)

Concerns over counterparty quality limiting investment opportunities (see
sections A9 & A10 and Annex 3)

Repayment of £9 million of borrowing with ongoing revenue savings of £205k
(see section A8)

An average rate of interest paid on borrowing in 2011/12 of 4.25% (see section
A8)

An overall return on investments of 1.43% exceeding the benchmark rate of
0.49% (see paragraphs A4.1 and A10.7).

Revenue budget outturn within target (see paragraph A11.1)
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3.1

3.2

3.3

3.4

3.5

3.6

3.7

3.8

Background

The Council is required through regulations issued under the Local Government Act
2003 to produce an annual outturn report reviewing treasury management activities
and the actual prudential and treasury indicators for 2011/12.

This report also meets the requirements of the CIPFA Code of Practice on Treasury
Management (the Code) and the CIPFA Prudential Code for Capital Finance in
Local Authorities (the Prudential Code).

Treasury management is defined by the Code as:

“The management of the authority’s investments and cash flows, it’'s 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”.

During 2011/12 the minimum reporting requirements were that full Council
should receive the following reports:

. An annual treasury strategy in advance of the year (Council 2" February
2011)

. A mid-year review report (distributed to Members on 30th November
2011)

. An annual report following the year describing the activity compared to

the strategy (this report)

Recent changes in the regulatory environment place a much greater onus on
Members for the review and scrutiny of treasury management policy and activities.
This report is important in that respect, as it provides details of the outturn position
for treasury activities and highlights compliance with the policies previously
approved by Members.

The Council also confirms that it has complied with the requirement under the Code
to give prior scrutiny to all of the above treasury management reports by the Audit
Committee before they were reported to full Council.

A major element of the Treasury Management function is the implementation and
control of the Council’s borrowing decisions. Like all local authorities Torbay Council
uses borrowing as a key source of funding for enhancing, purchasing or building
assets within the approved capital plan.

Borrowing allows the repayment costs of capital expenditure to be spread over
future years which means that the costs of roads, schools etc are more likely to be
met by those who use the assets than would be the case if the full cost of providing
these facilities were met by taxpayers at the time of their construction.
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3.9

3.10

3.11

As part of the annual budget process the Council sets limits for the total amount of
borrowing that it considers is affordable in terms of revenue resources available to
make repayments. Treasury Management officers are tasked with maintaining
borrowing within these levels and obtaining best value for the Council in terms of
repayment rates and length of loans.

The Treasury Management team also carry out management of the Council’s
surplus cash balances arising from, for example:

e Short term revenue balances (working capital)

e Cash backed reserves

e Capital funding received in advance of commencement of schemes

Balances are invested with approved financial institutions and other local authorities
to obtain the best return for periods which ensure cash is available when needed.
Security of cash and liquidity are the absolute priorities in all investment decisions.

Treasury Management strategies were planned and implemented in conjunction
with the Council’'s appointed advisors, Sector Treasury Services although the
Council officers were the final arbiters of the recommended approach.

Paul Looby
Executive Head of Finance

Appendices and Annexes

Appendix 1 Treasury Management Activities in 2011/12

Annex 1 Prudential and Treasury Indicators 2011/12

Annex 2 The Economy and Interest Rates in 2011/12

Annex 3 Counterparties with which funds have been deposited in 2011/12

Documents available in members’ rooms

Background Papers:
The following documents/files were used to compile this report:
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A1.

A1A1

A2

A21

A2.2

A2.3

A3

A3.1

Appendix 1
Treasury Management Activities in 2011/12

Introduction
This Appendix covers:

e Capital Expenditure and Financing 2011/12;

e Capital Financing Requirement;

e Treasury Position at year End;

e The Strategy for 2011/12;

e The Economy and Interest rates 2011/12;

e Borrowing Rates in 2011/12;

e Borrowing Outturn for 2011/12,;

¢ Investment Rates in 2011/12;

e |nvestment Outturn for 2011/12;

e Revenue Budget Performance;

e Reporting Arrangements and Management Evaluation

Capital Expenditure and Financing 2011/12
The Council undertakes capital expenditure on long-term assets. These activities
may either be:

- Financed immediately through the application of capital or revenue resources
(capital receipts, capital grants, revenue contributions etc.), which has no resultant
impact on the Council’s borrowing need; or

. If insufficient financing is available, or a decision is taken not to apply resources,
the capital expenditure will give rise to a borrowing need (though the timing of
borrowing may be delayed through the application of cash balances held by the
Council).

The overall need to borrow has remained fairly neutral with new capital approvals
in 2011/12 offset by a reduction in the Office Rationalisation Programme.
The actual capital expenditure forms one of the required prudential indicators and is
shown in the table below. Other Prudential and Treasury Indicators are presented
at Annex 1 to this report.

Total capital expenditure 44 25 22
Capital Financing Requirement
The Council’'s underlying need to borrow for capital expenditure is termed the

Capital Financing Requirement (CFR). This figure is a gauge of the Council’s net
debt position. The CFR results from the capital activity of the Council and what
resources have been used to pay for the capital spend. It represents the 2011/12
unfinanced capital expenditure and prior years’ net or unfinanced capital
expenditure which has not yet been financed by revenue or other resources.
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A3.2 Part of the Council’s treasury activities is to address the funding requirements for
this borrowing need. Depending on the capital expenditure programme, the
treasury service organises the Council’s cash position to ensure sufficient cash is
available to meet the capital plans and cash flow requirements. This may be
sourced through borrowing from external bodies (such as the Government, through
the Public Works Loan Board [PWLB] or the money markets), or utilising temporary
cash resources within the Council.

A3.3 Reducing the CFR —the Council’'s underlying borrowing need (CFR) is not
allowed to rise indefinitely. Statutory controls are in place to ensure that capital
assets are broadly charged to revenue over the life of the asset. The Council is
required to make an annual revenue charge, called the Minimum Revenue
Provision — MRP, to reduce the CFR. This is effectively a repayment of the
borrowing need. This differs from the treasury management arrangements which
ensure that cash is available to meet capital commitments. The Council’'s 2011/12
MRP Policy (as required by CLG Guidance) was approved as part of the Treasury
Management Strategy Report for 2011/12 on 2" February 2011.

A3.4 The total CFR can also be reduced by:

. the application of additional capital financing resources (such as unapplied capital
receipts); or

. charging more than the statutory revenue charge (MRP) each year through a
Voluntary Revenue Provision (VRP).

A3.5 Following the transfer of Local Government reorganisation debt from Devon County
Council in 2010/11 the Council now budgets £500,000 per annum to reflect a
provision for the repayment of this debt on maturity (similar to MRP). In light of the
approved 2012/13 Treasury Management Strategy to maximise flexibility the funds
have been paid into a reserve at the end of 2011/12.

A3.6 The Council’'s CFR for the year represents a key prudential indicator analysed at
Annex 1 and summarised below. This includes PFl schemes on the balance sheet,
which increase the Council’s long term liabilities. No borrowing is actually required
against these schemes as a borrowing facility is included in the contract (if
applicable).

CFR at Year End 137.6 137.8 1371

A3.6 The borrowing activity is constrained by prudential indicators for net borrowing and
the CFR, and by the authorised limit presented at Annex 1 to this report.
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A4  Treasury Position at Year End

A4.1 The Council’s funding and investment positions at the beginning and end of year
was as follows:

Fixed rate funding:

-PWLB £147.5m £143.5m

-Market £10.0m £157.5m 4.31% 26.9 £10.0m £153.5m 4.31% @ 27.0
Variable rate
funding:

-PWLB £5.00m £0.0m

-Market £0.00 £5.00m 069% 143 £0.0m £0.0m 0%
Total debt £162.5m 4.20% 26.4 153.5m 4.31%  27.0
CFR £137.6m £136.4m
E;;;‘;‘;‘"‘;‘E’CFR* in £24.9m £17.1m
Investments™:

- in house £80.7m | 1.28% £67.6m  1.41%
- with managers** £35.5m | 1.20% £35.5m  1.51%
Total investments £116.2m 1.25% £103.1m 1.43%

*

The Capital Investment Plan approved in February 2012 requires £22m to support approved schemes
over the next four years.

** Rates for investments reflect the average rate achieved over the full year.

*** The principal for external management of funds reflects the original amount applied to the contract on 21%
June 2007 and subsequent additions in 2009/10

A4.2 The total debt figure at year end of £153.5m includes borrowing supported by
central government. The Local Government Finance Settlement for 2011/12
(available on the Communities and Local Government website) recognises a figure
of £95m on which central funding is based for interest payments and MRP.

A4.3 The outturn against approved treasury limits is analysed at Annex 1 to this report.

A5. The Strategy for 2011/12

A5.1 The expectation for interest rates within the strategy for 2011/12 anticipated low
but rising Bank Rate (starting in quarter 4 of 2011) with similar gradual rises in
medium and longer term fixed borrowing rates over 2011/12.

A5.2 Events in the early part of the year gave rise to a significant shift in the outlook
for interest rates with expectations of static Bank Rate extended to 2013 and
borrowing rates revised down by around 80 basis points (a change of 20% on
the previous forecast).
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A5.3

A5.4

A6

A6.1

A7.

A7.1

Continued uncertainty in the aftermath of the 2008 financial crisis promoted a
cautious approach, whereby investments would continue to be dominated by low
counterparty risk considerations, resulting in relatively low returns compared to
borrowing rates.

The general aim of the treasury strategy for 2011/12 and following years was to
bring down the difference between gross and net debt levels (see para A4.1) in

order to reduce the credit risk and cost incurred by holding high levels of
investments.

The Economy and Interest Rates 2011/12

A commentary of the economic factors prevalent in 2011/12 is given at Annex 2.

Borrowing Rates in 2011/12

The following table below shows, for a selection of PWLB maturity periods, the
high and low points in rates, the average rates, spreads and individual rates at
the start and end of the financial year applicable for new borrowing. The
following graph illustrates the path of rate movements during the year.

PWLB New Borrowing Rates 2011/12 for 1 to 50 Years

1.950% 2.420% 2.870% 3.280% 3.650% 4.800% 5.360% 5.280% | 1.570%
1.290% 1.420% 1.590% 1.810% 2.050% 3.200% 4.310% 4.350% | 1.560%
1.970% 2.470% 2.930% 3.350% 3.730% 4.890% 5.430% 5.340% | 1.590%
1.190% 1.320% 1.500% 1.710% 1.940% 3.010% 3.940% 3.980% | 1.560%
1.466%  1.693% 1.958% 2.243% 2533% 3.702% 4.610% 4.635% | 1.561%
0.780% 1.150% 1.430% 1.640% 1.790% 1.880% 1.490% 1.360% | 0.030%
06/04/11 06/04/11 06/04/11 06/04/11 11/04/11 11/04/11 11/04/11  11/04/11 | 05/04/11
2912111 3011211 301211 27112/11 27/12/11  30/12/11  18/01/11  30/11/11 | 15/04/11

Page 69




new borrowing PWLB rates 2011-12
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A7.2 A separate tier of rates applies to early repayment of loans which is around 1%
lower than new borrowing levels. Repayment rates need to be as high as
possible (matching or exceeding the individual loan rate) to make debt
rescheduling economic. Given the overriding aim to reduce borrowing the rate
environment during the year restricted opportunities for loan repayment.

A8  Borrowing Outturn for 2011/12

A8.1 The Borrowing strategy for 2011/12 anticipated no new borrowing with current
year requirements having previously been taken in advance of expected rises in
rates.

A8.2 In line with the overall strategy of reducing borrowing levels, £9million of PWLB
loans were prematurely repaid with breakage costs of £242 657 partially funded by
resultant in-year interest savings.

A8.3 Borrowing Performance — Total borrowing was reduced from £162.4 million to
£153.4 million during the year generating ongoing annual savings of £205k The
average rate of interest paid on loans in 2011/12 was 4.25%.

A9 Investment Rates in 2011/12

A9.1 The tight monetary conditions following the 2008 financial crisis continued through
2011/12 with little material movement in the shorter term deposit rates. However,
one month and longer rates rose significantly in the second half of the year as the
Eurozone crisis grew. Bank Rate remained at its historic low of 0.5% throughout
the year while market expectations of rate rises were gradually pushed further and
further back during the year to the second half of 2013 at the earliest.

Page 70



A9.2 Overlaying the relatively poor investment returns were the continued counterparty

concerns generated by the Eurozone sovereign debt crisis.

A9.3 The table below shows, for a range of investment durations, the range (high and
low points) in rates, the average rates and individual rates at the start and end of
the financial year. The following graph illustrates the path of market benchmark
rates over the year

0.44% 0.46% 0.50% 0.70% 1.00% 1.48%
0.43% 0.46% 0.57% 0.90% 1.22% 1.74%
0.55% 0.51% 0.65% 0.96% 1.27% 1.77%
0.43% 0.46% 0.50% 0.69% 0.98% 1.45%
0.45% 0.48% 0.56% 0.82% 1.11% 1.60%
0.12% 0.05% 0.15% 0.27% 0.29% 0.32%
30/06/11 30/12/11 11/01/11 12/01/12 25/01/12 25/01/12
14/03/12 01/04/11 01/04/11 12/04/11 11/06/11 22/06/11
Investment Rates 2011-12
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A10 Investment Outturn for 2011/12

A10.1 Investment Policy — the Council’s investment policy is governed by CLG
guidance which emphasises the priorities of security and liquidity of funds and
requires Local Authorities to set out their approach for selecting suitable
counterparties. The policy was approved by Council within the Annual
Investment Strategy on 2" February 2011 and is based on credit ratings
provided by the three main credit rating agencies supplemented by additional
market data.

A10.2 In line with the Strategy investments were made within a tight counterparty selection
framework with predominantly short duration. A number of one-year deposits were
made where additional margins over market levels were available to boost
investment returns.

A10.3 The Euro zone sovereign debt crisis and its potential impact on banks prompted a
decision by the Chief Finance Officer to reduce the maximum duration for new
deposits to three months for all counterparties regardless of their individual credit
quality (excluding UK part-nationalised Banks).

A10.4 The exception for UK part-nationalised Banks reflects officer's view that these
institutions offer the safest domicile for Council cash with the implicit UK
government guarantee overriding individual credit ratings. In light of this a number
of one-year deposits were taken with these institutions at rates over the market
level, to boost investment returns.

A10.5 A list of those institutions with which the in-house team invested funds during the
year is provided at Annex 3. No institutions with which investments were made
showed any difficulty in repaying investments and interest in full during the year.

A10.6 Externally Managed Investments — Scottish Widows Investment Partnership
(SWIP) was appointed to manage £13,500,000 of the Council’s cash on 21%
June 2007. Additional funds were placed with SWIP during the 2009/10 financial
year.

A10.7 During the year SWIP has made use of a diverse range of investment instruments
to enhance returns with market conditions giving rise to particularly strong fund
performance in the final quarter.

A10.8 Performance Analysis - Detailed below is the result of the investment strategy
undertaken by the Council. Despite the continuing difficult operating environment
the Council’s investment returns remain well in excess of the benchmark.

£79,587,914 1.413% 1.413% 0.480%
Internally Managed

Externally Managed | £35,500,000 1.510% 1.360% 0.529%

The benchmark for internally managed funds is the average 7-day LIBID rate (uncompounded).
The benchmark for externally managed funds is the 7-day LIBID rates, averaged for the week and
compounded weekly.
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A10.9 In interest terms, the in-house treasury function contributed an additional
£742,000 to the General Fund over and above what would have been attained
from the benchmark return. SWIP’s net return achieved an additional £295,000
over their target return level of 10% above benchmark.

A11 Revenue Budget Performance

A11.1 The effect of the decisions outlined in Appendix 1 to this report on the approved

revenue budget is outlined in the table below.

£M £M £M
Investment Income (1.2) (1.7) (0.5)
Interest Paid on Borrowing 6.7 6.7 0.0
Eremlu!‘n on early repayment of 02 02 00

orrowing

Net Position (Interest) 5.7 5.2 (0.5)
Minimum Revenue Provision 4.3 4.3 0.0
PFI Grant re: MRP (0.4) (0.4) 0.0
Net Position (Other) 3.9 3.9 0.0
Net Position Overall 9.6 9.1 (0.5)

A11.2 The Revenue Grant settlement 2011/12 includes funding of £8.8m for interest
payments and MRP related to supported borrowing within the above figures.

A11.3 The changing position was regularly reported to OSB and Council throughout the
year as part of the budget monitoring reports to Members

A12 Reporting Arrangements and Management Evaluation

A12.1 The management and evaluation arrangements identified in the annual strategy
and followed for 2011/12 were as follows:

e \Weekly monitoring report to Executive Lead for Finance and Chief Finance
Officer

e Monthly meeting of the Treasury Manager and Chief Accountant to review
previous months performance and plan following months activities

¢ Regular meetings with the Council’s treasury advisors

¢ Regular meetings with the Council’s appointed Fund Managers

e Membership and participation in the CIPFA Benchmarking Club

A12.2 Draft results for the 2011/12 CIPFA Benchmarking Club, show that the treasury

management team achieved interest rate performance in the top 33% of
participating Authorities for borrowing and in the top 25% for investments.
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A12.3 An Internal Audit Review of Treasury Management assessed the function as
Good Standard overall with a High Standard rating specifically for assurance
against financial loss and undetected error or fraud. The draft report observed,
“As in previous years very high operational standards are maintained and it is
pleasing to be able to report a number of improvements, particularly in regard to
ensuring all procedural documentation is complete and up to date.”
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Annex1

Prudential and Treasury Indicators 2011/12

Net borrowing and the CFR - in order to ensure that borrowing levels are prudent over
the medium term the Council’'s external borrowing, net of investments, must only be for a
capital purpose. This essentially means that the Council is not borrowing to support
revenue expenditure. Net borrowing should not therefore, except in the short term, have
exceeded the CFR for 2011/12 plus the expected changes to the CFR over 2012/13 and
2013/14. This indicator allows the Council some flexibility to borrow in advance of its
immediate capital needs in 2011/12. The table below highlights the Council’'s net
borrowing position against the CFR. The Council has complied with this prudential
indicator.

Opening balance 129.7 137.6 137.6
Capital expenditure in year funded 123 4.2 34
from borrowing

Minimum Revenue Position (4.0) (4.0) (3.9)
Repayment of Deferred Liabilities (0.4) 0 0
CFR at Year End 137.6 137.8 137.1
Net borrowing position 56 89 60

The authorised limit - the authorised limit is the “affordable borrowing limit” required by s3
of the Local Government Act 2003. The Council does not have the power to borrow above
this level. The table below demonstrates that during 2011/12 the Council has maintained
gross borrowing within its authorised limit.

The operational boundary — the operational boundary is the expected borrowing position
of the Council during the year. Periods where the actual position is either below or over
the boundary is acceptable subject to the authorised limit not being breached. Borrowing
levels were below the operational boundary throughout the year.

Authorised limit £228m
Maximum gross borrowing position £173m
Operational boundary £201m
Average gross borrowing position £168m
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Actual financing costs as a proportion of net revenue stream - this indicator identifies
the trend in the cost of capital (borrowing and other long term liabilities net of investment
income) against the net revenue stream.

201112

Total Financing Costs £10.7m
Net Revenue Stream £125.4m
Ratio — Including direct financing from Revenue 8.6%
Ratio - Excluding direct financing from Revenue 7.8%

Treasury Indicators:

Maturity Structure of the fixed rate borrowing portfolio - This indicator assists
Authorities avoid large concentrations of fixed rate debt that has the same maturity
structure and would therefore need to be replaced at the same time.

31 March 31 March 201112
2012 2012 Original Limits
Actual Proportion Upper-Lower
Under 12 months £0 0% 3% - 0%
12 months and within 24 months £0 0% 3% - 0%
24 months and within 5 years £0 0% 12% - 0%
5 years and within 10 years £15M 10% 20% - 3%
10 years and within 25 years £36M 24% 50% - 12%
25 years and above £102M 66% 95% - 60%

Principal sums invested for over 364 days - The purpose of this indicator is to contain
the Council’'s exposure to the possibility of losses that might arise as a result of it having to
seek early repayment or redemption of principal sums invested. The 2011/12 Actual
applies to funds administered by the external Fund Manager.

2010/11 2011/12 2011/12
Actual Limit Actual

Investments of 1 year and over £12m £69m £9m
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Exposure to Fixed and Variable Rates - The Prudential Code requires the Council to set
upper limits on its exposure to the effects of changes on interest rates.
The fixed rate limit set allows for the Council’s entire borrowing to be locked out at
affordable levels. The variable limit reflects the use of Liquidity Accounts for investing cash.
(The negative Actual value reflects the extensive use of these variable rate instruments
(due to attractive rates and counterparty concerns), netted against a zero level of variable

debt.)

31 March

2011

Actual

201112

Limits

31 March

2011
Actual

investments

Net principal re fixed rate borrowing / £116m £119m £70m
investments
Net principal re variable rate borrowing / -£29m £35m -£15m
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Annex 2

The Economy and Interest Rates 2011/12

By Sector Treasury Services 23" April 2012

Sovereign debt crisis. 2011/12 was the year when financial markets were on tenterhooks
throughout most of this period, fearful of the potential of another Lehmans type financial
disaster occurring, sparked off by a precipitous Greek default. Atalmost the last hour, the
European Central Bank (ECB) calmed market concerns of a liquidity crisis among
European Union (EU) banks by making available two huge three year credit lines, totalling
close to €1 trillion at 1%. This also provided a major incentive for those same banks to
then use this new liquidity to buy EU sovereign debt yielding considerably more than 1%.

A secondary benefit of this initiative was the bringing down of sovereign debt yields, for the
likes of Italy and Spain, below panic levels. The final planks in the calming of the EU
sovereign debt crisis were two eleventh hour agreements: one by the Greek Government
of another major austerity package and the second, by private creditors, of a “haircut”
(discount) on the value of Greek debt that they held, resulting in a major reduction in the
total outstanding level of Greek debt. These agreements were a prerequisite for a second
EU / IMF bailout package for Greece which was signed off in March.

Despite this second bailout, major concerns remain that these measures were merely a
postponement of the debt crisis, rather than a solution, as they did not address the
problem of low growth and loss of competitiveness in not only Greece, but also in other EU
countries with major debt imbalances. These problems will, in turn, also affect the financial
strength of many already weakened EU banks during the expected economic downturn in
the EU. There are also major questions as to whether the Greek Government will be able
to deliver on its promises of cuts in expenditure and increasing tax collection rates, given
the hostility of much of the population. In addition, an impending general election in April /
May 2012 will deliver a democratic verdict on the way that Greece is being governed under
intense austerity pressure from the northern EU states.

The UK coalition Government maintained its aggressive fiscal policy stance against a
background of warnings from two credit rating agencies that the UK could lose its AAA
rating. Key to retaining this rating will be a return to strong economic growth in order to
reduce the national debt burden to a sustainable level, within the austerity plan timeframe.
The USA and France lost their AAA ratings from one rating agency during the year.

UK growth proved mixed over the year. In quarter 2, growth was zero, but then quarter 3
surprised with a return to robust growth of 0.6% qg/q before moving back into negative
territory (-0.2%) in quarter 4. The year finished with prospects for the UK economy being
decidedly downbeat due to a return to negative growth in the EU in quarter 4, our largest
trading partner, and a sharp increase in world oil prices caused by Middle East concerns.
However, there was also a return of some economic optimism for growth outside the EU
and dovish comments from the major western central banks: the Fed in America may even
be considering a third dose of quantitative easing to boost growth.

UK CPl inflation started the year at 4.5% and peaked at 5.2% in September. The fall out of
the January 2011 VAT hike from the annual CPI figure in January 2012 helped to bring
inflation down to 3.6%, falling further to 3.4% in February. Inflation is forecast to be on a
downward trend to below 2% over the next year.
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The Monetary Policy Committee agreed an increase in quantitative easing (QE) of £75bn
in October on concerns of a downturn in growth and a forecast for inflation to fall below the
2% target. QE was targeted at further gilt purchases. The MPC then agreed another round
of £50bn of QE in February 2012 to counter the negative impact of the EU debt and growth
crisis on the UK.

Gilt yields fell for much of the year, until February, as concerns continued building over
the EU debt crisis. This resulted in safe haven flows into UK gilts which, together with the
two UK packages of QE during the year, combined to depress PWLB rates to historically
low levels.

Bank Rate was unchanged at 0.5% throughout the year while expectations of when the
first increase would occur were steadily pushed back until the second half of 2013 at the
earliest. Deposit rates picked up in the second half of the year as competition for cash
increased among banks.

Risk premiums were also a constant factor in raising money market deposit rates for
periods longer than 1 month. Widespread and multiple downgrades of the ratings of many
banks and sovereigns, continued Euro zone concerns, and the significant funding issues
still faced by many financial institutions, meant that investors remained cautious of longer-
term commitment.
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Annex 3

Counterparties with which funds were deposited (April 2011 — March 2012)

Banks and Building Societies

Bank of Scotland

Barclays Bank

Lloyds TSB

Nationwide Building Society

Oversea Chinese Banking Corporation (Singapore)
Royal Bank of Scotland/National Westminster
Santander UK

United Overseas Bank (Singapore)

Local Authorities

City of Newcastle upon Tyne
Corby District Council

Falkirk Council

Salford City Council

Other Approved Institutions

Royal Bank of Scotland Money Market Fund
Scottish Widows Investment Partnership
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Agenda ltem 12

Title:

ORBAY
COUNCL. i emsy

Annual Governance Statement 2011/12

Wards Affected:  All Wards

To: Audit Committee On: 27 June 2012
Key Decision: No
Change to No Change to No
Budget: Policy
Framework:

Contact Officer: Mark Bennett
Telephone: 01803 207360

“B E.mail: Mark.Bennett@torbay.gov.uk

1. What we are trying to achieve and the impact on our customers

1.1 The preparation of the Annual Governance Statement provides the opportunity
for the organisation to review its processes, controls and objectives and to
provide assurance to Members, Senior Officers and stakeholders as to the
reliability of its statement of accounts and the probity of its operations.

2. Recommendation(s) for decision

2.1 That the Committee consider and agree the proposed Annual Governance
Statement for 2011/12 which can then be approved by the Mayor and Chief
Executive and appended to the Statement of Accounts report to be
approved by Council in September.

2.2 That, following the review of the Annual Governance Statement by External
Audit, Officers be requested to bring an action plan back to this
Committee.

3. Key points and reasons for recommendations

Key points

3.1 The key features of the Annual Governance Statement (AGS) are summarised

as follows: -

It is a requirement of the Accounts & Audit (Amendment) (England) Regulations
2006, Regulation 4

The Statement of Required Practice (SORP) requires the AGS to be included
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3.2

3.3

3.4

3.5

with the Statement of Accounts, therefore it will need to be completed and
signed off prior to the Council considering the Statement of Accounts at its
meeting in September.

The AGS is not audited but it is reviewed by external audit. This, in itself, will not
give rise to qualifications on the accounts but it will be an integral part of other
assessments of our arrangements eg. our use of resources.

The AGS should relate to the entire financial year, it is not something which
should be done only at year end but the assurance should be in place
throughout the year.

The statement will need signing by the Chief Executive and Mayor (as most
senior Member of the Council).

Action Plans will need to be produced to address any weaknesses/issues that
are identified in the consequential inspection.

The Annual Governance Statement for 2011/12 is attached as Annex 1 to this
report. The format of the statement is in accordance with the CIPFA / SOLACE
Code of Practice and the contents of the Statement have been agreed with the
Senior Officers of the Council.

Business Unit Managers have undertaken a self assessment of their areas’
position and have identified suitable evidence to support the assertions made
where applicable. The statement produced reflects those issues identified from
those assessments plus any audit or inspection reports. Appropriate action plans
will need to be produced to address the significant weaknesses identified.

Reasons for the Recommendations

To inform Members of the Council’'s Governance and Internal Control framework
and any significant control issues in line with statutory requirements under the
Accounts & Audit (Amendment) (England) Regulations 2006.

To ensure key issues are communicated to and actioned by the Council to
ensure risks are managed and the Governance Framework is sound.

For more detailed information on this proposal please refer to the supporting
information attached.

Mark Bennett
Executive Head, Business Services.

Page 82



Supporting information
A1. Introduction and history

A1.1 The Accounts and Audit Regulations 2006 require every local authority as good
practice to include in their annual statement of accounts a “Annual Governance
Statement” signed by the Leader/Most senior Member (i.e. Elected Mayor) of the
Council and the Chief Executive. The statement is wide ranging and includes an
assessment of risks, Corporate Governance and the delivery of the Council’s
functions. Internal Audit work forms an element of the evidence required but it is
the management of the organisation that is responsible for the governance and
internal control framework and for providing the assurance required.

A1.2 In assessing our use of resources a number of elements are considered. One
such area is internal control and this includes the requirement for the Annual
Governance Statement to be considered independently by Members prior to the
consideration of the final Statement of Accounts.

A2. Risk assessment of preferred option
A2.1 Outline of significant key risks

A2.1.1The report is predominantly for information and therefore there are no risks
associated with the recommendations. However the report highlights a number
of issues, which if not addressed could potentially expose the Council to risk.

A3  Remaining risks

A3.1 It is the responsibility of management to establish systems of governance and
internal control to ensure that activities are conducted in a secure, efficient and
well-ordered manner. It does not matter how good the systems of internal control
are, it is not possible to guarantee that a fraud will not occur, although it is hoped
any irregularity would be quickly identified and resolved. As such Internal Audit
can never give full assurance that the controls are working effectively or that
fraud is not occurring. However with reference to the annual report from the
Head of Internal Audit the Council can take reasonable assurance regarding the
controls in place are operating satisfactorily.

A4. Other Options

A.4.1 The issues raised in this report are predominantly for information and as such
there is no requirement to consider alternative options.

A.4.2 There is a statutory requirement for the Council to publish an Annual
Governance Statement as part of its Statutory Accounts.

A.4.3 Internal Audit provides one element of the assurance required to enable the
Mayor and Chief Executive to sign the Annual Governance Statement required
under the Accounts and Audit Regulations 2006 (amended). Service
Managers provide another source of assurance and should provide evidence
to support their view that the governance framework and internal controls are
adequate. External reviews provide a further source of assurance.
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AS5.

A5.1

What impact will there be on equalities, environmental sustainability and
crime and disorder?

Resource implications are therefore related to staff time in preparing the
Statement and in monitoring the controls in place to ensure the achievement of
the Council’s objectives.

A6. Consultation and Customer Focus

A6.1 The Annual Governance Statement is a statutory requirement and describes the
Council’s systems of governance and internal control and its processes for
monitoring compliance with legislative requirements including equalities,
environmental sustainability and crime and disorder.

A7. Consultation and Customer Focus

A7.1 The draft Statement has been subject to consultation with Service Management,
External Auditors and the Torbay Care Trust.

A7.2 The Annual Governance Statement has to be included within the Council’s
Statement of Accounts and is therefore available to the general public and all
stakeholders and interested parties.

A8. Are there any implications for other Business Units?

A8.1 The Annual Governance Statement covers all services of the Council and will
therefore have linkages and implications for all business units and for Torbay
schools.

Appendices

Annex 1 Annual Governance Statement 2011/12

Documents available in members’ rooms

None

Background Papers:
The following documents/files were used to compile this report:

Internal Audit Out-turn Report 2009/10

CIPFA FAN Guidance

CIPFA / SOLACE Delivering Good Governance in Local Government framework,
Guidance Note and Briefing Note.
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Agenda Item 12
Appendix 1

Annex 1
ANNUAL GOVERNANCE STATEMENT FOR THE FINANCIAL YEAR 2011/12

Scope of responsibility

Torbay Council is responsible for ensuring that its business is conducted in accordance
with the law and proper standards, and that public money is safeguarded, properly
accounted for and used economically, efficiently and effectively. Torbay Council also
has a duty under the Local Government Act 1999 to make arrangements to secure
continuous improvement in the way in which its functions are exercised, having regard
to a combination of economy, efficiency and effectiveness.

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

Torbay Council has approved and adopted a code of corporate governance, which is
consistent with the principles of the CIPFA/SOLACE Framework Delivering Good
Governance in Local Government. A copy of the code is on the Council’s website at The
Council's Constitution or can be obtained from Democratic Services. This statement
explains how Torbay Council has complied with the code and also meets the
requirements of regulation 4 (2) of the Accounts and Audit regulations 2003 as
amended by the Accounts and Audit (Amendment) (England) Regulations 2006 in
relation to the publication of a statement on internal control.

The purpose of the governance framework

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

The system of internal control is a significant part of that framework and is designed to
manage risk to a reasonable level rather than to eliminate all risk of failure to achieve
policies, aims and objectives; it can, therefore, only provide reasonable and not
absolute assurance of effectiveness. The system of internal control is based on an
ongoing process designed to identify and prioritise the risks to the achievement of
Torbay Council’s policies, aims and objectives, to evaluate the likelihood of those risks
being realised and the impact should they be realised, and to manage them efficiently,
effectively and economically.

The governance framework has been in place at Torbay Council throughout the year
ended 31st March 2012 and up to the date of approval of the annual report and
statement of accounts.
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The Governance framework
The key elements of Torbay Council’'s governance framework are summarised below:

(A) Arrangements for identifying and communicating the authority’s vision of its
purpose and intended outcomes for citizens and service users

e A Community Plan refreshed in Autumn 2011 sets out the Council’s vision
developed jointly with the Torbay Strategic Partnership which brings together
representatives of the public, voluntary and business sectors

¢ A medium term resource plan which is regularly and updated to support the
achievement of the Council’s corporate priorities.

¢ A transformation programme does this still exist in this name?aimed at reducing
costs and improving services and customer satisfaction

e A performance management framework which includes monthly performance
reports (but only public reporting quarterly?) covering financial performance,
risks, and achievement of key performance targets and priorities.

e A programme of consultation with the public through public meeting and other
mediums on a regular basis. Members and officers have also undertaken
consultation with stakeholders when new strategies and policies have been
developed

e As part of its budget setting process the Council co-ordinates a series of public
events to gain an understanding of the communities views. The Council’s main
partners, the Care Trust, Police, Fire and Rescue and the Voluntary Sector also
attend these events so that the local community has a comprehensive
understanding of its local public and voluntary sectors

e The Council and the Care Trust, together with the Police and other partners have
worked together to identify the needs of the area, including Health matters, and
published a Joint Strategic Needs Assessment.

e The Corporate Plan and Business Plans (did we have business plans last
year?)are reviewed annually as part of the Council’s Annual Planning Cycle.

e The Council's Communication Strategy, is communicated to staff, and all
stakeholders via regular internal and external updates using promotional
material, the web, the intranet, resident's magazine, staff newsletter

e Torbay Council 2011/12 Statement of Accounts for the year ended 31st March
2012

e Community Partnerships where local ward members and stakeholders can
discuss concerns and issues with their constituents
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(B) Arrangements for reviewing the authority’s vision and its implications for the
authority’s governance arrangements

The authority has also kept under review other key initiatives such as the actions
arising from the Joint Strategic Needs Assessment for Health and Well Being,
development of an Older Persons Strategy etc. and where appropriate have
adapted the priority issues facing the Council.

Regular consultation events were also used to inform the development and
review of the Authority’s vision. These have continued to be used to obtain
feedback on both service delivery and proposed plans and developments.

The budget setting process includes detailed scrutiny of proposals and their links
to the Council's vision, priorities and stakeholder views, together with equalities
impact assessments

Issues identified in the Community Plan are monitored and tracked through the
Corporate Plan and Business Plans and performance against targets is recorded
on SPAR and reported through the scorecard to the appropriate body, the senior
management team on a monthly basis and the SLB and Overview and Scrutiny
quarterly.

The Council is also very mindful that the staff are also key stakeholders and as
such, senior officers and Members have taken part in road shows. Internal
communication approaches have been reviewed to ensure all staff are aware of
all issues and new policies and practices. Positive working relationship with TU
consultation, through monthly formal meetings and informal meetings with the
CEX

(C) Arrangements for measuring the quality of services for users, for ensuring

they are delivered in accordance with the authority’s objectives and for
ensuring that they represent the best use of resources

Surveys of users in service specific groups are used together Viewpoint surveys
to assess quality of service and policy changes to be made in light of user
feedback. All these surveys and results are publicly accessible on the Council
website. In addition the Council also encourages user involvement in appropriate
services areas, examples being SPOT within the learning disabilities and Torbay
Together Involvement group for consultation groups.

The Council records performance information using performance-reporting
software (SPAR) and action on areas of poor performance is closely scrutinised,
monthly by the senior leadership team and quarterly by the Senior Leadership
Board and Overview and Scrutiny members. The performance reporting system
is based on exceptions and where performance is identified as a concern,
appropriate corrective action will be considered, scrutinised and monitored.

The Council uses a range of benchmarking information, including the Audit
Commission comparative data set and NHS data. It uses the data to measure
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(D)

performance against comparators and to identify authorities from whom the
Council could learn, and to identify potential areas of focus for budget reductions,

There is also a range of consultation and feedback mechanisms for obtaining
feedback from customers.

Arrangements for defining and documenting the roles and responsibilities
of the executive, non executive, scrutiny and officer functions, with clear
delegation arrangements and protocols for effective communication

A Constitution which sets out how decisions are made and the procedures that
are followed to ensure that these are efficient, transparent and accountable to
local people.

This includes the publication of a monthly Forward Plan containing all key
decisions

The Constitution includes Standing Orders, Financial Regulations, Delegated
powers, Contract Procurement rules and the budget and policy framework.
These are underpinned by Codes of Conduct for officers and Members, Gifts and
Hospitality rules, local protocols and by the Authority’s Code of Corporate
Governance.

The full Council of 37 elected Members, including the Mayor, is responsible for
approving the Mayor’s budget and the policy framework. The Mayor is
responsible for decisions within this framework and has been supported by a
cabinet of up to other Members who oversee and advise on specific areas

Matters outside of the budget and policy framework are referred to full Council for
decision.

A Scrutiny function with the Overview & Scrutiny Board which undertakes a
range of reviews into policies and performance. The Board also has the facility to
‘call-in’ Mayoral decisions or Officer key decisions and makes recommendations
to the Cabinet / Council as appropriate

An Audit Committee responsibility for all internal and external audit matters along
with some other Governance associated matters.

Some regulatory functions remain the responsibility of the Council rather than the
Mayor and most of these are delegated to a small number of regulatory
committees appointed annually by the Council.

All meetings are open to the public but a small number of confidential matters
are considered in private when the press and public are formally excluded from
meetings. It is the Council’s objective to keep these private papers to a minimum
with only the confidential elements being kept exempt from the press and public.
This ensures open and transparent decision making is undertaken at all times.
Council officers provide appropriate advice at the points of consideration and
decision, and report to Members on progress and outcomes of decisions taken.
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e The Authority has developed a number of Local Protocols (including in relation to
Member and Officer Relations; Planning Matters and the role of the Monitoring
Officer), all in line with good Corporate Governance.,

e The Council’s Standards Committee has a majority of Independent Members (six
independent members, four Torbay councillors and 3 Brixham Town councillors)
and is chaired by an Independent Member. This far exceeds the legal
requirement for involvement of Independent Members and the Committee has
been given responsibility for promoting high ethical standards amongst Members;
monitoring the operation of the Members’ Code of Conduct (including observing
performance at public meetings and training members); and dealing with
complaints against Members under the Local Protocols.

e The Council has an approved organisational structure with job descriptions for all
officers and Members.

(E) Arrangements for developing, communicating and embedding codes of
conduct, defining the standards of behaviour for members and staff

e The Council’s intranet contains a range of policies, procedures and guidance for
all staff including Human Resources (HR) policies, Computer Security Policy,
Freedom of Information Policy and Data Protection Policy and the Corporate
Plan and Constitution.

e Legislative changes, are monitored and reported to SLT and communicated to
staff as required.

e Corporate induction courses are run on a regular basis. Managers are
responsible for local induction arrangements. Officers in politically restricted
posts and those responsible for negotiating contracts are required to register
their personal interests.

e Following the local Government elections in May 2011, a comprehensive
member induction programme was put in place

e The Council has a Fraud and Corruption Policy which is reviewed regularly and
has been communicated to all staff and is available on the Council’s Intranet.
That has been discussed and approved by the Council’s Standards Committee.

e The Standards Committee’s remit includes the conduct of Members and
investigating complaints in respect of individual Members and is comprised of a
majority of independent co-opted Members. The Standards Committee has an
annual work programme to promote and embed ethical standards and this is
reported to the Council.

e The Standards Committee’s members also observe Council, Cabinet and other
meetings and provide feedback reports on probity and conduct issues. This has
resulted in improvements to the Constitution, procedures and a coaching
programme for individual councillors.
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(F)

(G)

Arrangements for reviewing and updating Standing Orders and Financial
Regulations, a scheme of delegation and supporting procedure
notes/manuals, which clearly define how decisions are taken and the
processes and controls required to manage risks

The Council’s Constitution is reviewed throughout the year by the Monitoring
Officer, Section 151 Officer and Democratic Services Manager in consultation
with the Mayor and Group Leaders to ensure the Council’s governance
arrangements reflect best practice.

Commissioners and Executive Heads are responsible for managing risk within
their departments,.

The Executive Head Community Safety is responsible for the implementation and
monitoring of the risk management strategy and provides regular progress
reports to the Audit Committee which has responsibility for monitoring the
approach to Risk Management. The overall risk register has been considered by
the Audit Committee as part of the process.

The Council completed a detailed review of its Risk Management Policy and
Strategy and the Strategic Risk Register in the current year.

The Council, when considering any matter, will have a risk assessment within the
report.

The Council fully recognises the need to continue to manage risks in all projects
and, where appropriate Prince Il and MSP are applied.

Ensuring the Authority’s financial management arrangements conform with
the governance arrangements of the CIPFA statement on the role of the
CFO in local government.

The Chief Financial Officer (CFO) has direct access to the Chief Executive on all
matters and has direct access to all Members and senior officers of the Council.

The Council follows practices to ensure it makes best use of its resources. The
CFO works with the Commissioners and Executive Heads to identify any
financial issues which may require management action. These are reported to
the Overview and Scrutiny Board and Council on a quarterly basis, regular
discussions take place with the Executive Member with responsibility for finance.

All reports to Members include a section on the resource implications , prior to
publication these implications are cleared by the CFO or one of his senior staff.
These reports also cover value for money and benchmarking implications where
appropriate.

The full Council approves the Treasury Management Strategy on an annual basis
and all Members are briefed on key financial issues.

The CFO has responsibility for ensuring that the Council operates secure and

reliable financial and accounting systems. Devon Audit Partnership undertake the
role of auditing these systems to give the assurance needed.

Page 90 6



(H)

The Council has developed a Medium Term Resource Plan, which is reviewed
on an on going basis to take into account new information and changing
circumstances, this is used to inform reports to members, detailed in year plans
are produced as part of the annual budget process, these in year plans represent
the business units individual business plans through which financial and
operational performance are monitored.

Undertaking the core functions of an Audit Committee, as defined in

CIPFA’s Audit Committees — Practical Guidance for Local Authorities

A stand alone Audit Committee was established during 2008-09 and meets on a
quarterly basis where reports from both Internal and External Audit are
considered as well as risk and associated matters.

(I) Ensuring compliance with relevant laws and regulations, internal policies and
procedures, and that expenditure is lawful

The system of internal financial control is based on a coherent accounting and
budgeting framework including Financial Regulations, Contract Standing Orders,
Scheme of Delegation and accountability.

Medium-term resource plans covering both revenue and capital spend which
provides a framework for the planning and monitoring of resource requirements.
These also link in with the business development proposals which are fed by the
Strategic Plan.

Operation of the Capital Strategy aims to ensure that investment is linked to
Strategic Objectives. Bids for capital and other asset management funding
require an effective 'business case' linked to Strategic Objectives, and progress
in delivering projects is formally monitored by the Capital Asset Management
Team, Councillors and Commissioners’ Management Teams. Linked in with this
is the Asset Management Plan which ensures that assets are only retained for
effective business purposes.

Financial stewardship in respect of both capital and revenue is reported to
Overview and Scrutiny and Council quarterly, and is considered regularly by the
Strategic Leadership Team. Management Teams also consider their respective
budgets on a regular basis. This is supported by an established budget
monitoring process by managers and Finance staff and the electronic distribution
of budget monitoring reports to all managers.

Commissioners and Executive Heads are required to produce an annual
statement of Internal Control for their areas which includes statements about risk
and the internal control framework. This is supported by Internal Audit who help
embed risk management by cyclical audits and other management initiatives.

(J) Arrangements for Whistle-blowing and for receiving and investigating
complaints from the public
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(K)

The Fraud & Corruption Policy, Fraud Response Plan and Whistle Blowing
Policy were reviewed and updated in 2008. The Policy is available on the
website, intranet and direct from the Information Governance team. The Authority
also subscribes to Public Concern at Work which provides a staff helpline.

The Council has an established phone line that any whistle blowing call can be
made to and which goes directly to the area which has responsibility for dealing
with these issues in the first instance. These are recorded and passed on to the
appropriate part of the organisation to investigate and the outcomes are
monitored.

The Council has procedures for dealing with customer complaints and provides
the means for customers to feedback concerns or issues. Complaints are
analysed and reported back to Members and Managers along with the actions
taken. An Annual Report is produced outlining the complaints and compliments
handled by the Council and Ombudsman during the previous financial year. This
is reported to the Overview & Scrutiny Board. Customer Care standards have
been agreed and published. The complaints procedures are regularly reviewed.

Identifying the development needs of Members and senior officers in

relation to their strategic roles, supported by appropriate training

(L)

A comprehensive induction took place for elected Members following the local
elections in May 2011 Dedicated support within the Democratic Services team
has been identified to work on the Council’s approach to member development
and the Council was awarded the South West Charter for Elected Member
Development in March 2008 and Charter Plus in 2010. Annual one to one
development sessions with senior officers from the Democratic Services team
are offered to all Members and a Members’ skills framework is used to identify
development needs which in turn inform the annual Members’ development
programmes. 35 members have personal development plans. Corporate training
needs for Members are also identified by the Commissioning Officer Group.

The Member Development Strategy seeks to build on the work already
undertaken to ensure a structured approach and that all members, including our
co-opted members on Overview and Scrutiny and Independent Members on the
Standards Committee, are supported in their role. It also ensures that the
Members are effective in supporting the Council’s corporate objectives.

Strategic roles and development needs are identified and assessed through
Senior Management Forums, annual RADARs and Management Team
Meetings.

The Council has strongly supported staff development, particularly through
programmes such as ILM.

Arrangements for establishing clear channels of communication with all
sections of the community and other stakeholders, ensuring accountability
and encouraging open consultation
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M)

The Council used the Audit Commission stakeholder analysis to improve local
relations. Regular consultation events are held with public and voluntary services
plus regular business forum meetings. Other consultation and feedback surveys
are also undertaken throughout the year including via the refreshed Viewpoint
Panel

Torbay Council operates a Call Centre which is based in Torquay and deals with
a wide variety of calls from residents and visitors over an expanding range of
issues as more services are included in those dealt with in the first instance by
the centre.

All customer contact received via our Call Centre or our Connections offices is
documented to ensure the information is actioned by, or forwarded to, the
relevant department, as necessary. The Council also uses its libraries and
Tourist Information Centres as initial contact points from which enquiries can also
be dealt with.

The Consultation and Engagement framework is available on the website
indicating mechanisms and groups and how the Consultation and Engagement
Group effectively manages engagement with the public and voluntary sector.
There are also a number of Community Partnerships across Torbay and regular
newsletters to Viewpoint Panel members and a residents’ magazine Torbay
View, which is distributed to every household. Councillors have also been
encouraged to produce their own means of communication and, for example a
number have created their own website.

A number of community groups have been established to support those
members of the community who can be regarded as "hard to reach", e.g. BME,
LGBT, Faith, Older Persons, Young People and those with Disabilities. The
Council's approach is to support the development of these groups and build their
capacity to make them largely self-sufficient.

Incorporating good governance arrangements in respect of partnerships
and other group working as identified by the Audit Commission’s report on
the governance of partnerships, and reflecting these in the authority’s
overall governance arrangements

The governance of the Torbay Strategic Partnership was considered and
reviewed in 2011 to ensure its fitness for purpose in delivering the new
Community Plan to reflect the changes in delivery Partnerships. A further review
will be undertaken in response to changes in government policy

The Council’'s Code of Corporate Governance is available on its website and
Local Strategic Partnership stakeholders are aware of governance arrangements
and the link to the council code and processes. There is a robust Constitution
established for the Torbay Strategic Partnership and for the local Community
Partnerships.
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e Appropriate arrangements in respect of service specific partnerships such as the
Torbay Care Trust and the Torbay Coast & Countryside Trust, TOR2 and English
Riviera Tourist Company and Economic Development Company are in place

Review of effectiveness

« Torbay Council has responsibility for conducting, at least annually, a review of
the effectiveness of its governance framework including the system of internal
control. The review of effectiveness is informed by the work of the executive
managers within the Authority who have responsibility for the development and
maintenance of the governance environment, the Head of the Devon Audit
Partnership’s annual report, and also by comments made by the External
Auditors and other review agencies and inspectorates.

o Overall responsibility for the governance framework including the system of
internal control rests with the Mayor and Chief Executive and they receive regular
reports from the Section 151 Officer on financial issues and the Monitoring
Officer on legal issues as and when appropriate. This includes regular budget
monitoring information and the Medium Term Resource Plan.

e This is supported by an annual review of Internal Audit by the Section 151 Officer
which reviews compliance with the CIPFA Code of Practice and the effectiveness
of the audit service. 2011-12 saw the third year of operation of the Devon Audit
Partnership which was the amalgamation of the three Internal Audit functions of
Devon County Council, Plymouth City Council and Torbay Council and has
continued during this year. As in previous years the service undertook certain
assurance work on behalf of the Council and to give assurance to the external
auditors as part their audit opinion. The external auditors raised no concerns by
the standard of work. No major issues were identified and the service has
maintained the level of assurance it is able to provide to management.

¢ The Council’s Constitution is continually reviewed throughout the year by the
Monitoring Officer, Section 151 Officer and Democratic Services Manager in
consultation with the Mayor and Group Leaders and defines the relative
responsibilities of the Council, the Mayor, Overview and Scrutiny and Senior
Officers. This also includes the Scheme of Delegation to the Mayor, Cabinet,
Committees and Officers, and also the Officer Scheme of Delegation.

e Torbay operates a mayoral system and has a constitutional working party
whereby improvements and changes to the constitution are made and agreed. All
members are inducted into the importance and processes of good governance
and have informal and if required, formal ways of raising governance issues with
the monitoring officer, chief executive, section 151 officer and the senior
leadership staff. This has been supported by detailed training programme for new
and existing members in the first few months of the new administration.

e Since May 11 elections the new Mayor has chosen to operate a system whereby
both full council decisions (part of the policy framework) and Mayoral decisions
are taken in public with full questions by council in order to further introduce
further transparency and public accountability.
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The Audit Committee and Overview and Scrutiny Board operate to provide
assurance and call the executive to account, through decisions in the forward
plan, performance management and risk and the use of ‘call in’ where
appropriate.

Risk is embedded in performance management and can therefore be challenged
and has oversight through the Executive, Audit Committee and Overview and
Scrutiny Board.

The standards committee continue to be part of the successful operation of the
council’'s governance, despite the national system being stood down in the
localism bill. Members here wish to retain it in order to provide a transparent and
fair mechanism for members to be called to account if concerns /complaints are
made by officers, the public or other members.

There is also the whistle blowing mechanism which can be used to raise
concerns which can include governance matters. Standards also provide
independent feedback to members in their public duties through observing
conduct at Council, Cabinet and Overview and Scrutiny. This has allowed
members to improve their performance individually and collectively, in addition to
the 1-1s of member performance management.

The Council continues to challenge itself in governance and includes governance
‘days’ for all members to refocus when required.

The council’s section 151 officer, holds regular meetings with the Head of the
Devon Audit Partnership (DAP) with responsibility for Torbay to discuss all on-
going and planned work and any issues wish arise. The Head of Internal Audit
reports 6 monthly to the Audit Committee setting out work to be undertaken and
the planned work for the year. This will include reporting on audits and work
undertaken where there are concerns over practice or systems of internal control
and sets out how these will be addressed.

Internal Audit

The Council’s Internal Audit Plan, which is risk based, is agreed annually with
Commissioners and the Council’s Audit Committee. This provides the basis for
the review of internal control and governance within the Council and includes the
following: -

Annual reviews of the Council’s key financial systems by Internal Audit against
known and evolving risks;

Cyclical reviews by Internal Audit of internal controls in operation within each
service area against known and evolving risks based on a detailed risk
assessment which considers the strategic and operational risks identified in the
Corporate Risk Register and Business Plans and also includes consideration of
materiality, sensitivity and previous audit and inspection findings;
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Work in relation to the prevention of fraud and corruption and an allowance for
the investigation of any potential irregularities identified either from audit work or
through the Council’s whistle-blowing policy.

Advice and support to ensure future safeguards when implementing new
systems

Value for Money work in relation to assessing the efficiency, economy and
effectiveness of the Council’s operations and recommending improvements as
necessary.

The Council also receive reliance from the NHS Internal Audit Confederation
over the controls in operation at Torbay Care trust. The controls cover the
provision of the adult social expenditure.

Achievement of the Audit Plan is reported to the Audit Committee on a twice
yearly basis. This report also includes an opinion and assurance about the
system of internal control throughout the Council.

Regular meetings were also held between the Section 151 Officer and a
representative of the Devon Audit Partnership to discuss specific issues that
have arisen.

Areas of the Council’s work where further action is required

Issue Action Planned

Payroll — the examination of the systems
and controls by internal audit, identified the
following for further action or consolidation,
it is however acknowledged that further
progress has been made in improving the
control environment

Processes are in place for this, but are
continually under review to ensure that the
processes used are able to meet the
challenges of changing organisational
structures and management arrangements

The need to ensure the process of
regular notification of establishment
to Executive Heads, including
evidenced confirmation of accuracy,

is sufficiently timely Action taken as required

The need to fully embed the process
in place for verifying authorised
signatories for core Council
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Tor 2 - contract monitoring arrangements -
there were issues that arising from the
examination of systems and controls that
warrant inclusion in the Annual Governance
Statement as follows:-

e The need to ensure that visibility of
TOR2's performance is available to
scrutiny by senior Council officers
and Members via the timely
provision of quarterly and annual
reports, and subsequent challenge
via appropriate meetings.

e The need to ensure that proper
governance arrangements of TOR2
are in place via effective presence at
Board level and subsequent
dissemination of information to
relevant Council officers and
Members.

The situation as identified in the Internal
Audit has subsequently moved on in
relation to both of these points,

Although the information required within
the mentioned reports had been available
to the Council it was not presented as per
the contractual requirements and
contained within formal quarterly and
annual reports. The annual and first
quarterly reports are now being produced
in draft form for approval with final
versions available for the end of July
2012.These reports will be presented to
the Quarterly Strategic Partnership
meetings held between the Council and
the JVCo senior management for
approval and sign off.

The Councils representation at Board
level has been reviewed, with
representation now undertaken by a
nominated Council Member with the
support of the Councils Governance
Officer. Regular meetings between the
Board representative and the Councils
Partnership Manager responsible for the
TORZ2 contract now supports exchange of
information.

Continue strict financial monitoring to ensure
that:

e Agreed spending reductions are
achieved

¢ The on-going Community Impact of
reductions is fully understood

e Executive Heads to provide monthly
progress reports

e Equalities Impact Assessments are
regularly updated

Ensure the Council is well prepared to respond
to new government requirements including:

e Localisation of Council tax benefits and
business rates

e Phased transfer of Housing Benefit to
DWP as part of implementation of
Universal credit

e Transfer of social fund from DWP to the
Councils

o NHS reforms, including the transfer of

o Devon wide group assessing
implications of Devon Wide Scheme.
Torbay Project Group formed.

e Implementation to be completed
2017. Transitional period to be
managed by Executive Head of
Finance

e Report to Members setting out
recommendations for the scheme.
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public health to Local Authorities from
NHS

e Introduction Planning reforms including
the Neighbourhood Planning agenda

e Review the future of structure and roles
of the Torbay Strategic Partnership

e Learning from best Practice from
payment by results pilots

Detailed, in the Annual Internal Audit
Report presented to the Audit Committee.
Are a identified number of additional “areas
for improvement”

Actions addressed at departmental level
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