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Dear Councillor

The next meeting of the ACCOUNTS AND AUDIT Committee will be held at 6.30 pm on
WEDNESDAY, 28 JUNE 2023 in the Council Chamber, 13 Church Street, Clitheroe,
BB7 2DD.

| do hope you can be there.

Yours sincerely

MM . H. SCertt

CHIEF EXECUTIVE

AGENDA

APOLOGIES FOR ABSENCE

TO APPROVE THE MINUTES OF THE PREVIOUS (Pages3-6)
MEETING

DECLARATIONS OF DISCLOSABLE PECUNIARY,
OTHER REGISTRABLE AND NON REGISTRABLE
INTERESTS

Members are reminded of their responsibility to declare any
disclosable pecuniary, other registrable or non-registrable
interest in respect of matters contained in the agenda.

PUBLIC PARTICIPATION

BRIEFING ON THE WORK OF ACCOUNTS AND AUDIT
COMMITTEE

Verbal presentation.

ITEMS FOR DECISION

6.

APPOINTMENT TO WORKING GROUPS (Pages 7 - 8)
Report of the Chief Executive enclosed.
LOCAL CODE OF CORPORATE GOVERNANCE (Pages 9 - 30)

Report of the Director of Resources and Deputy Chief
Executive enclosed.



ITEMS FOR INFORMATION

8.  AUDIT PLAN - YEAR ENDING 31 MARCH 2023 (Pages 31 - 56)
Report of Grant Thornton enclosed.

9. DRAFT HEAD OF INTERNAL AUDIT OPINION 2022/23 (Pages 57 - 68)

Report of the Director of Resources and Deputy Chief
Executive enclosed.

10. STATEMENT OF ACCOUNTS 2022/23 UPDATE (Pages 69 - 86)
Report of the Director of Resources and Deputy Chief
Executive enclosed.
11. INDUCTION TRAINING FOR MEMBERS OF ACCOUNTS (Pages 87 - 168)
AND AUDIT COMMITTEE
Report of the Director of Resources and Deputy Chief
Executive enclosed.
12. REPORTS FROM REPRESENTATIVES ON OUTSIDE
BODIES
None.

13. EXCLUSION OF PRESS AND PUBLIC

None.

Electronic agendas sent to members of Accounts and Audit — Councillor Robin Walsh
(Chair), Councillor Stuart Hirst (Vice-Chair), Councillor Anthony (Tony) Austin,
Councillor Stewart Fletcher, Councillor Jonathan Hill, Councillor Richard Newmark,
Councillor Lee Jameson, Councillor Gaye McCrum, Councillor Lee Street, Councillor
Charles McFall and Councillor Michael Graveston.

Contact: Democratic Services on 01200 414408 or committee.services@ribblevalley.gov.uk
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Agenda Item 2

Minutes of Accounts and Audit

Meeting Date: Wednesday, 12 April 2023, starting at 6.30 pm
Present: Councillor D Berryman (Chair)

Councillors:

J Clark D Peat

K Fletcher J Rogerson

S Fletcher R Sherras

J Hill R Walsh

In attendance: Director of Resources, Head of Financial Services, Head of Legal and
Democratic Services, Internal Audit Manager and Georgia Jones

APOLOGIES FOR ABSENCE

Apologies for absence were received for the meeting from Councillor S Bibby.

TO APPROVE THE MINUTES OF THE PREVIOUS MEETING

The minutes of the meeting held on 8 February 2023 were approved as a correct
record and signed by the Chairman.

DECLARATIONS OF DISCLOSABLE PECUNIARY, OTHER REGISTRABLE AND
NON-REGISTRABLE INTERESTS

There were no declarations of disclosable pecuniary, other registrable or non-
registrable interests.

PUBLIC PARTICIPATION
There was no public participation.
REVIEW OF ACCOUNTING POLICIES 2022/23

The Director of Resources submitted a report seeking endorsement of the Accounting
Policies to be used in producing the Financial Statements for the Council for the
2022/23 financial year.

It was noted that no major changes to the CIPFA Code of Practice on Local Authority
Accounting in the United Kingdom (The Code) have been identified, so there are no
material changes to the policies needed. Members were informed that the policies
reported in the report may be subject to further changes should any be needed whilst
the financial statements are being prepared. Such changes would be reported to
Committee with an explanation of the impact when the financial statements are
presented.

RESOLVED THAT COMMITTEE:
Endorse the use of the policies shown at Annex 1 to the report, subject to the need

for any further changes identified as needed whilst the Statement of Accounts are
produced.
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STRATEGIC INTERNAL AUDIT PLAN 2023/24 TO 2025/26

The Director of Resources submitted a report presenting the 3-year Strategic Internal
Audit Plan for 2023/24 to 2025/26 for consideration and approval by Committee.

The Internal Audit Plan considers core, mandates, national and regional risks as
identified in the Council’s risk register. Members were informed that the plan remains
flexible to respond to emerging risks the Council may face.

The Council’s 3-year Strategic Plan was annexed to the report, and it was noted that
it would be continually reviewed. It was acknowledged that a new Corporate Strategy
will be produced after the elections when a new Council is formed.

A number of key performance indicators were outlined in the plan and these set clear
expectations on the Internal Audit Service and enable the team to demonstrate the
impact, effectiveness and compliance with the Public Sector Internal Audit Standards
(PSIAS).

RESOLVED THAT COMMITTEE:

Approve the Strategic Internal Audit Plan 2023/24 to 2025/26 as attached in Appendix
A to the report.

INFORMING THE AUDIT RISK ASSESSMENT 2022/23

The Director of Resources submitted a report asking members to ratify the responses
made by management in response to a number of questions raised by Grant
Thornton. These questions cover some important areas of the auditor risk
assessment where there is a requirement to make inquiries of the Accounts and Audit
Committee under auditing standards.

The questions raised and the management responses were annexed to the report
and covered the following:

e General Enquiries of Management
e Fraud

e Laws and Regulations

¢ Related Parties

¢ Going Concern

¢ Accounting Estimates

RESOLVED THAT COMMITTEE:

Ratify the responses made to the Grant Thornton document ‘Informing the audit risk
assessment for Ribble Valley Borough Council 2022/23’ as attached at Annex 1 of the
report.

STRATEGIC RISK REGISTER

The Director of Resources submitted an information report to provide the Committee
with details of the recently revised Strategic Risk Register.
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Members were reminded that it is considered good governance that Councillors are
provided with regular updates.

The Committee discussed and reviewed the Strategic Risk Register, and it was noted
that it contains 16 open risks as at March 2023 which affect the delivery of the
Corporate Strategy. Members noted the risk management activity that has taken
place.

INTERNAL AUDIT PROGRESS REPORT 2022/23

The Director of Resources submitted a report providing an update to the Committee
in respect of progress made in delivery against 2022/23 Internal Audit Plan. It brought
attention to matters relevant to members of the Committee and it provided a summary
of internal audit activity which is a requirement of PSIAS.

Members noted that since the last meeting of this Committee, the following areas
have been a key focus for the Council:

e Managing Conflicts of Interest
e Overtime Payments

e Purchase Orders

e Cyber Security

e Biodiversity Net Gain Grant Claim

EXTERNAL AUDIT PROGRESS REPORT

Grant Thornton presented their audit progress report, along with audit deliverables
and a sector update. It confirmed that they completed the work on the Council’s
financial statements for 2021/22 in November 2022. Initial planning work was
undertaken for the 2022/23 audit in February 2023 and an interim audit is carried out
in April. The results of this interim audit will be included in the June Audit progress
report.

Georgia Jones also provided a brief verbal overview of the report to Committee.
ACCOUNTS AND AUDIT SUB-COMMITTEE - MINUTES 17/02/23

Committee noted the minutes of the Accounts and Audit Sub-Committee on 17
February 2023

REPORTS FROM REPRESENTATIVES ON OUTSIDE BODIES
There were no reports from representatives on outside bodies.
EXCLUSION OF PRESS AND PUBLIC

There were no items under this heading.

The meeting closed at 7.07 pm

If you have any queries on these minutes please contact the committee clerk, Jenny
Martin jenny.martin@ribblevalley.gov.uk

Page 5



This page is intentionally left blank



Agenda Iltem 6

DECISION

RIBBLE VALLEY BOROUGH COUNCIL
REPORT TO ACCOUNTS AND AUDIT COMMITTEE

meeting date: WEDNESDAY 28 JUNE 2023
title: APPOINTMENT TO WORKING GROUPS 2023/24
submitted by: MARSHAL SCOTT — CHIEF EXECUTIVE

principal author: REBECCA TAIT

1 PURPOSE

1.1 To seek Committee’s views on the need for working groups under the remit of the
Accounts and Audit committee.

1.2 Relevance to the Council’'s ambitions and priorities:
o Community Objectives — to be a well managed Council providing effective services.

e Corporate Priorities — to protect and enhance the existing environmental quality of
our area: to help make people’s lives healthier and safer.

e Other Considerations — to work in partnership with other bodies in pursuit of the
Council’s aims and objectives.

2 BACKGROUND

2.1 Working groups are set up by a parent committee to aid them in reaching a decision
on specific aspects of their remit. Working groups have no powers and decisions are
always made ultimately by the parent committee.

2.2 Working groups are made up of members from the parent committee.

3 ISSUES

3.1 At present there are no active working groups under the remit of the Accounts and
Audit committee. Committee is asked to confirm if it is content to continue without any

working groups at this time.

3.2 Working groups meet when there is a need to move an issue forward. For some this
is on an annual basis and for others it can be as often as monthly.

3.3 Agendas, reports and minutes are done by the officers that serve on the working group.
The minutes of each meeting are reported back to the parent committee once
approved by the working group so that they are kept informed of progress.

4 RISK ASSESSMENT

4.1 The approval of this report may have the following implications:

o Resources — the costs associated with working groups is included in the budget for
2023/24.

e Technical, Environmental and Legal — no implications identified.
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e Political — No implications identified.
o Reputation — No implications identified.

e Equality & Diversity — No implications identified.

5 RECOMMENDED THAT COMMITTEE:

5.1 Approve that there is currently no need for a working group under the remit of the
Accounts and Audit committee.

Marshal Scott Rebecca Tait

CHIEF EXECUTIVE Democratic Services Officer
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Agenda Item 7

DECISION

RIBBLE VALLEY BOROUGH COUNCIL
REPORT TO ACCOUNTS & AUDIT COMMITTEE

meeting date: 28 JUNE 2023

title: LOCAL CODE OF CORPORATE GOVERNANCE
submittedby: DIRECTOR OF RESOURCES

principal author: INTERNAL AUDITOR

1. PURPOSE
1.1.  To consider the Local Code of Corporate Governance for 2023/24.

1.2.  Relevance to the Council’s ambitions and priorities:
e Community Objectives — none identified.
e Corporate Priorities — a well-managed Council.

e Other Considerations — none identified.

2. BACKGROUND

2.1. The CIPFA/Solace publication ‘Delivering Good Governance in Local Government’
highlights that it is crucial that governance arrangements are applied in a way that
demonstrates the ‘spirit and ethos’ of good governance, which cannot be achieved
only through rules and procedures.

2.2. Effectively, the CIPFA/Solace publication is referring to the fact that good governance
needs to be embedded within an organisation. It needs to be within every aspect of
the council’s culture.

2.3.  One of the ways in which this culture is guided within the council is through the annual
review and publication of our Local Code of Corporate Governance, which is reviewed
and approved annually by this committee. The Local Code of Corporate Governance is
the council’'s forward-looking statement of how the governance culture of the
organisation will be driven.

2.4.  Within a framework of seven core principles, the Code looks to steer the application
of good governance in everything that members and staff undertake by highlighting
how their work on behalf of the council will be approached.

2.5. Through the approval of the Code, the council is demonstrating that in everything it
undertakes, its members and staff will:

e Behave with integrity, demonstrating strong commitment to ethical values and
respecting the rule of the law;

e Ensure openness and comprehensive stakeholder engagement;

e Define outcomes in terms of sustainable economic, social and environmental
benefits;

o Determine the interventions necessary to optimise the achievement of intended
outcomes;

e Develop the council’s capacity, including the capability of its leadership and the
individuals within it;

1 Page 9
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3.2.
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3.5.

3.6.
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e Manage risk and performance through robust internal control and strong public
financial management; and

¢ Implement good practices in transparency, reporting and audit to deliver effective
accountability.

ANNUAL REVIEW OF THE LOCAL CODE OF CORPORATE GOVERNANCE

An annual review of the council’s Local Code has been undertaken. The principles within
the Code have been reviewed, however there have been no changes required to the
wording of the Local Code.

As part of the review, the links to the items listed against each principle have been updated
to ensure they relate to the latest policy and strategy documents. The Local Code has
been included at Annex A.

The document clearly communicates the key Governance principles and the expected
‘behaviours’ or culture that the CIPFA/Solace publication ‘Delivering Good Governance
in Local Government’ would expect of an organisation such as our own.

Also within the document is a clear linkage to how such ‘behaviours’ or culture can be
evidenced within the council, principle by principle.

The format of the document also links closely with the structure of the Annual Governance
Statement. The Annual Governance Statement is the backward-looking review of how
the council has performed or acted in relation to the principles that it said it would abide
by as detailed within the Local Code of Corporate Governance at the beginning of the
year.

As such the Local Code of Corporate Governance is the council's forward-looking
statement of how the governance culture of the organisation will be driven.

The Local Code of Corporate Governance is also published on the council’s website.
EMBEDDING THE LOCAL CODE OF CORPORATE GOVERNANCE

As referred to above, and within the CIPFA/Solace publication ‘Delivering Good
Governance in Local Government’, good governance cannot be achieved only through
rules and procedures, and it must be embedded within the culture of the council.

As such we will endeavour to raise awareness levels with staff and members, covering
the seven principles and the manner in which we will approach our work as detailed within
the Code. As a result we hope to further strengthen this aspect of the council’s culture.

RISK ASSESSMENT

The approval of this report may have the following implications:

e Resources — there are no additional resources implications as a direct result of this
report.

e Technical, Environmental and Legal — None
e Political — None

e Reputation — The Council must ensure that it has a sound system of internal control in
place. Failing to adhere to the principles detailed in the Local Code of Corporate
Governance has the potential to significantly harm the reputation of the council.
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e Equality & Diversity — None

6. RECOMMENDED THAT COMMITTEE

6.1 Approve the attached reviewed Local Code of Corporate Governance, which is attached
at Annex A.

INTERNAL AUDITOR DIRECTOR OF RESOURCES

AA14-23/AB/AC
28 June 2023

BACKGROUND PAPERS

None
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Local Code
of Corporate
Governance

June 2023

Borough Councill

www.ribblevalley.gov.uk
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Local Code of Corporate Governance

Contents
Introduction 2
Benefits of a Code of Corporate Governance 3
PRINCIPLE A: Behaving with integrity, demonstrating strong 4
commitment to ethical values and respecting rules of law
PRINCIPLE B: Ensuring openness and comprehensive stakeholder 6
engagement
PRINCIPLE C: Defining outcomes in terms of sustainable economic, 3
social, and environmental benefits
PRINCIPLE D: Determining the interventions necessary to optimise
. . 9

the achievement of the intended outcomes
PRINCIPLE E: Developing the entity’s capacity, including the 11
capability of its leadership and the individuals within it
PRINCIPLE F: Managing risks and performance through robust 13
internal control and strong public financial management
PRINCIPLE G: Implementing good practices in transparency,

: : : : - 15
reporting, and audit to deliver effective accountability
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Local Code of Corporate Governance
Introduction

Corporate Governance is the system by which the Council directs and controls its functions
and relates to the community. The Code of Corporate Governance sets out the Council’s
governance standards. These standards ensure the Council is doing the right things, in the
right way in a timely, inclusive, open, effective, honest and accountable manner.

The Council has accepted the definition of Governance as stated within the CIPFA/SOLACE
Framework:

Governance comprises the arrangements put in place to ensure that the intended
outcomes for stakeholders are defined and achieved.

To deliver good governance in the public sector, both governing bodies and
individuals working for public sector entities must try to achieve their entities
objectives while acting in the public interest at all times.

Acting in the public interest implies primary consideration of the benefits for society,
which should result in positive outcomes for service users and other stakeholders.

The Council has developed and adopted a local code of corporate governance which reflects
the key components as set out in the CIPFA/SOLACE Delivering Good Governance in Local
Government Framework 2016.

The guidance defines the seven core principles, each supported by sub-principles that then
underpin our governance framework.

e Behaving with integrity, demonstrating strong commitment to ethical values and
respecting the rule of law.

e Ensuring openness and comprehensive stakeholder engagement.
¢ Defining outcomes in terms of sustainable economic, social and environmental benefits.

e Determining the interventions necessary to optimise the achievement of the intended
outcomes.

e Developing the council’s capacity, including the capability of its leadership and the
individuals within it.

e Managing risks and performance through robust internal control and strong public
financial management.

e Implementing good practices in transparency, reporting, and audit to deliver effective
accountability.

Full details of these principles and the actions we will take to ensure that we fulfil their
requirements are given at the end of this Code. We also outline how we evidence that we are
satisfying such requirements.
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Local Code of Corporate Governance

The diagram below is taken from the International Framework and illustrates the various
principles of good governance in the public sector and how they relate to each other.

Achieving the Intended Outcomes While Acting in the Public Interest at all Times

G. Implementing good ’ |~ C. Defining outcomes

practices in transparency, in terms of sustainable

reporting, and audit, to economic, social, and

deliver effective environmental benefits
accountability

A\. Behaving with
integrity, demonstrating
strong commitment to ethical
values, and respecting
the rule of law

F. Managing risks D. Determining the

and performance through
robust internal control
and strong public
financial management

B. Ensuring openness
and comprehensive
stakeholder engagement

interventions necessary
to optimize the
achievement of the
intended outcomes

E.
Developing the
entity’s capacity,
including the capability
of its leadership and the
individuals within it

Benefits of a Code of Corporate Governance

The documents and arrangements set out in the framework within this code demonstrate that
the council continually seeks to ensure it remains well governed and that to deliver good
governance the Council must seek to achieve its objectives whilst acting in the public interests

at all times.

The Internal Audit team is responsible for ensuring that the Code is reviewed annually as part
of the preparation of the Annual Governance Statement. Any revisions to the Code are reported

to the Accounts and Audit Committee for approval as part of this process.

PagR 16



Local Code of Corporate Governance

PRINCIPLE A: Behaving with integrity, demonstrating strong commitment to ethical

values and respecting rules of law

We are accountable not only for how much we spend, but also for how we use the resources
under our stewardship. This includes accountability for outputs, both positive and negative, and
for the outcomes we have achieved. In addition, we have an overarching responsibility to serve

the public interest in adhering to the requirements of legislation and government policies.

It is essential that we can demonstrate the appropriateness of all our actions across all activities
and have mechanisms in place to encourage and enforce adherence to ethical values and to

respect the rule of law.

What we will do:

How this is evidenced:

Behaving with Integrity:

- ensure members and officers behave with integrity and lead
a culture where acting in the public interest is visibly and
consistently demonstrated thereby protecting the reputation of
the council.

- ensure that members take the lead in establishing specific
standard operating principles or values for the council and its
staff and that they are communicated and understood. These
will build on the Seven Principles of Public Life (the Nolan
Principles).

- lead by example and use the above standard operating
principles or values as a framework for decision making and
other actions.

- demonstrate, communicate and embed our standard
operating principles and values through our policies and
processes - which will be reviewed on a regular basis to
ensure that they are operating effectively.

e Council Constitution

¢ Corporate Strategy

e Standing Orders

e Officer Delegation
Scheme

¢ Members’ Code of
Conduct

e Code of Conduct for Staff

e Safequarding Policy

e Complaints Procedure

e Counter Fraud, Bribery &
Corruption Policy
Statement and Strateqy

e Whistleblowing Policy

e Anti-Money Laundering
Policy
e Appraisal Scheme

e [nduction Process —
Members & Officers

e Training Records

e Gifts & Hospitality
Register

e Register of Interests —
Members & Officers

¢ Annual Governance
Statement

¢ Model Arrangements for
Dealing with Standards

Complaints
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https://www.ribblevalley.gov.uk/info/200298/the_council_elections_and_councillors/1062/constitution_and_code_of_conduct_etc
https://www.ribblevalley.gov.uk/downloads/file/6/corporate-strategy-2019-2023
https://ribblevalley.moderngov.co.uk/documents/s3225/Part%204%20Standing%20Orders%20May%202022.pdf
https://ribblevalley.moderngov.co.uk/documents/s3224/Part%2032%20-%20Officer%20Delegation%20Scheme%20version%20May%202022.pdf
https://ribblevalley.moderngov.co.uk/documents/s3224/Part%2032%20-%20Officer%20Delegation%20Scheme%20version%20May%202022.pdf
https://ribblevalley.moderngov.co.uk/documents/s3210/Part%207%20-%20Code%20of%20Conduct%20for%20Members%20April%202021%20New.pdf
https://ribblevalley.moderngov.co.uk/documents/s3210/Part%207%20-%20Code%20of%20Conduct%20for%20Members%20April%202021%20New.pdf
https://ribblevalley.moderngov.co.uk/documents/s3068/Part%207%20Code%20of%20Conduct%20for%20Staff.pdf
https://ribblevalley.moderngov.co.uk/documents/s3068/Part%207%20Code%20of%20Conduct%20for%20Staff.pdf
https://www.ribblevalley.gov.uk/download/meetings/id/5849/agenda_item_6_-_safeguarding_policy
https://www.ribblevalley.gov.uk/info/200393/have_your_say/1404/complaints_comments_and_compliments
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s4126/Whistleblowing%20policy%20-%20Nov%202022.pdf
https://democracy.ribblevalley.gov.uk/documents/s4126/Whistleblowing%20policy%20-%20Nov%202022.pdf
https://democracy.ribblevalley.gov.uk/documents/s4398/Anti%20Money%20Laundering%20Policy.pdf
https://democracy.ribblevalley.gov.uk/documents/s4398/Anti%20Money%20Laundering%20Policy.pdf
https://www.ribblevalley.gov.uk/downloads/file/3219/arrangements-for-dealing-with-standards-complaints
https://www.ribblevalley.gov.uk/downloads/file/3219/arrangements-for-dealing-with-standards-complaints
https://www.ribblevalley.gov.uk/downloads/file/3219/arrangements-for-dealing-with-standards-complaints

Local Code of Corporate Governance

What we will do:

How this is evidenced:

Demonstrating Strong Commitment to Ethical Values:

- seek to establish, monitor and maintain the council’s ethical
standards and performance.

- underpin personal behaviour with ethical values and ensure
they permeate all aspects of the council’s culture and
operation.

- develop and maintain robust policies and procedures which
place emphasis on agreed ethical values

- ensure that external providers of services on behalf of the
council are required to act with integrity and in compliance with
ethical standards expected by the council

e Council Constitution

« Financial Regulations

e« Code of Corporate
Governance

e Members’ Code of
Conduct

e Code of Conduct for Staff
o« Complaints Procedure

« Procurement Strateqy

o« Standard Terms &
Conditions of Purchase

e Recruitment & Selection
Policy

e Freedom of Information
Publication Scheme

« Election guidance

Respecting the rule of law:

- ensure members and staff demonstrate a strong
commitment to the rule of the law as well as adhering to
relevant laws and regulations

- create the conditions to ensure that the statutory officers,
other key post holders, and members, are able to fulfil their
responsibilities in accordance with legislative and regulatory
requirements

- strive to optimise the use of the full powers available for the
benefit of citizens, communities and other stakeholders

- deal with breaches of legal and regulatory provisions
effectively

- ensure corruption and misuse of power are dealt with
effectively

« Council Constitution

« CIPFA’s Statement on the
Role of the Chief
Financial Officer in Local
Government -completed
as part of the Corporate
Governance Review.

o Officer Delegation
Scheme

« Powers of the Council
and its committees

« Counter Fraud, Bribery &
Corruption Policy
Statement and Strateqy

¢ Complaints Procedure

« Anti-Money Laundering
Policy
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https://www.ribblevalley.gov.uk/info/200298/the_council_elections_and_councillors/1062/constitution_and_code_of_conduct_etc
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
https://www.ribblevalley.gov.uk/info/200396/performance_and_statistics/779/corporate_governance
https://www.ribblevalley.gov.uk/info/200396/performance_and_statistics/779/corporate_governance
https://ribblevalley.moderngov.co.uk/documents/s3210/Part%207%20-%20Code%20of%20Conduct%20for%20Members%20April%202021%20New.pdf
https://ribblevalley.moderngov.co.uk/documents/s3210/Part%207%20-%20Code%20of%20Conduct%20for%20Members%20April%202021%20New.pdf
https://ribblevalley.moderngov.co.uk/documents/s3068/Part%207%20Code%20of%20Conduct%20for%20Staff.pdf
https://ribblevalley.moderngov.co.uk/documents/s3068/Part%207%20Code%20of%20Conduct%20for%20Staff.pdf
https://www.ribblevalley.gov.uk/info/200393/have_your_say/1404/complaints_comments_and_compliments
https://www.ribblevalley.gov.uk/procurement-3/procurement/6
https://www.ribblevalley.gov.uk/downloads/file/750/standard-terms-and-conditions-of-purchase
https://www.ribblevalley.gov.uk/downloads/file/750/standard-terms-and-conditions-of-purchase
https://democracy.ribblevalley.gov.uk/documents/s420/Part%207%20Recruitment%20and%20Selection%20Policy.pdf
https://democracy.ribblevalley.gov.uk/documents/s420/Part%207%20Recruitment%20and%20Selection%20Policy.pdf
https://www.ribblevalley.gov.uk/downloads/download/186/freedom-of-information-act-publication-scheme
https://www.ribblevalley.gov.uk/downloads/download/186/freedom-of-information-act-publication-scheme
https://www.ribblevalley.gov.uk/homepage/31/elections-and-voting
https://www.ribblevalley.gov.uk/info/200298/the_council_elections_and_councillors/1062/constitution_and_code_of_conduct_etc
https://ribblevalley.moderngov.co.uk/documents/s3224/Part%2032%20-%20Officer%20Delegation%20Scheme%20version%20May%202022.pdf
https://ribblevalley.moderngov.co.uk/documents/s3224/Part%2032%20-%20Officer%20Delegation%20Scheme%20version%20May%202022.pdf
https://www.ribblevalley.gov.uk/council/constitution-code-conduct/3
https://www.ribblevalley.gov.uk/council/constitution-code-conduct/3
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://www.ribblevalley.gov.uk/info/200393/have_your_say/1404/complaints_comments_and_compliments
https://democracy.ribblevalley.gov.uk/documents/s4398/Anti%20Money%20Laundering%20Policy.pdf
https://democracy.ribblevalley.gov.uk/documents/s4398/Anti%20Money%20Laundering%20Policy.pdf

Local Code of Corporate Governance

PRINCIPLE B: Ensuring openness and comprehensive stakeholder engagement

The council is run for the public good, therefore we look to ensure openness in our activities.

We look to ensure clear, trusted channels of communication and consultation are used to
engage effectively with all groups of stakeholders, such as individual citizens and service users,

as well as institutional stakeholders.

What we will do:

How this is evidenced:

Openness

- ensure an open culture through demonstrating, documenting
and communicating the council’s commitment to openness.

- make decisions that are open about actions, plans, resource
use, forecasts, outputs and outcomes. The presumption is for
openness. If that is not the case, we will look to provide a
justification for the reasoning for keeping a decision confidential.

- provide clear reasoning and evidence for decisions in both
public records and explanations to stakeholders and be explicit
about the criteria, rationale and considerations used. In due
course, we will ensure that the impact and consequences of
those decisions are clear

- use formal and informal consultation and engagement to
determine the most appropriate and effective interventions/
courses of action.

Council Constitution

Standing Orders

Council’'s website

Freedom of Information
Act Publication
Scheme

Corporate Strategy

Communications
Strateqgy

Ribble Valley People’s
Panel

Reports and Minutes of
Meetings are held on
the Council's website.

New Deal for Greater
Lancashire

Annual Governance
Statement

Engaging comprehensively with institutional stakeholders:

- effectively engage with institutional stakeholders to ensure
that the purpose, objectives and intended outcomes for each
stakeholder relationship are clear so that outcomes are
achieved successfully and sustainably.

- develop formal and informal partnerships to allow for
resources to be used more efficiently and outcomes achieved
more effectively.

- ensure that partnerships are based on:

o trust

e ashared commitment to ch ange

e a culture that promotes and accepts challenge among
partners

and that the added value of partnership working is explicit.

Financial Requlations

Representation on

Outside Bodies
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https://www.ribblevalley.gov.uk/info/200298/the_council_elections_and_councillors/1062/constitution_and_code_of_conduct_etc
https://ribblevalley.moderngov.co.uk/documents/s3225/Part%204%20Standing%20Orders%20May%202022.pdf
https://www.ribblevalley.gov.uk/
https://www.ribblevalley.gov.uk/info/200390/data_protection_and_freedom_of_information/1515/freedom_of_information_foi
https://www.ribblevalley.gov.uk/info/200390/data_protection_and_freedom_of_information/1515/freedom_of_information_foi
https://www.ribblevalley.gov.uk/info/200390/data_protection_and_freedom_of_information/1515/freedom_of_information_foi
https://www.ribblevalley.gov.uk/downloads/file/6/corporate-strategy-2019-2023
https://www.ribblevalley.gov.uk/download/meetings/id/7219/agenda_item_8_-_rv_communications_strategy_2019-2021
https://www.ribblevalley.gov.uk/download/meetings/id/7219/agenda_item_8_-_rv_communications_strategy_2019-2021
https://www.ribblevalley.gov.uk/say/ribble-valleys-citizens-panel/1
https://www.ribblevalley.gov.uk/say/ribble-valleys-citizens-panel/1
https://www.ribblevalley.gov.uk/homepage/36/council-meetings
https://www.ribblevalley.gov.uk/homepage/36/council-meetings
https://www.ribblevalley.gov.uk/homepage/36/council-meetings
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
https://democracy.ribblevalley.gov.uk/documents/s5453/Outside%20Bodies%202023-24.pdf
https://democracy.ribblevalley.gov.uk/documents/s5453/Outside%20Bodies%202023-24.pdf
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What we will do:

How this is evidenced:

Engaging with individual citizens and service users
effectively:

- establish a clear policy on the type of issues that the council
will meaningfully consult with or involve communities, individual
citizens, service users and other stakeholders to ensure that
service (or other) provision is contributing towards the
achievement of intended outcomes

- ensure that communication methods are effective and that
members and officers are clear about their roles with regard to
community engagement

- encourage, collect and evaluate the views and experiences
of communities, citizens, service users and organisations of
different backgrounds including reference to future needs.

- implement effective feedback mechanisms in order to
demonstrate how views have been taken into account.

- balance feedback from more active stakeholder groups with
other stakeholder groups to ensure inclusivity.

- take account of the impact of decisions on future generations
of tax payers and service users.

« Financial Regulations

« Communications
Strateqy

e Annual Report on
Member’s Allowances

e Annual Pay Policy
Statement

e Freedom of Information
Publication Scheme

e Counter Fraud, Bribery
and Corruption Policy
Statement and

Strateqgy
e Statement of Accounts

e External assessment of
Accounts

e People’s Survey — Life
in Ribble Valley
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https://ribblevalley.moderngov.co.uk/documents/s3075/Part%206%20-%20Financial%20Regulations%20March%202022.pdf
https://www.ribblevalley.gov.uk/download/meetings/id/7219/agenda_item_8_-_rv_communications_strategy_2019-2021
https://www.ribblevalley.gov.uk/download/meetings/id/7219/agenda_item_8_-_rv_communications_strategy_2019-2021
https://www.ribblevalley.gov.uk/downloads/download/415/members-allowances-paid
https://www.ribblevalley.gov.uk/downloads/download/415/members-allowances-paid
https://www.ribblevalley.gov.uk/downloads/download/191/pay-policy-statement-including-pay-multiple
https://www.ribblevalley.gov.uk/downloads/download/191/pay-policy-statement-including-pay-multiple
https://www.ribblevalley.gov.uk/downloads/file/881/publication-scheme
https://www.ribblevalley.gov.uk/downloads/file/881/publication-scheme
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://www.ribblevalley.gov.uk/downloads/download/106/statement-of-accounts
https://www.ribblevalley.gov.uk/news/article/124/strongly-agree-have-your-say-in-bumper-ribble-valley-people-s-survey
https://www.ribblevalley.gov.uk/news/article/124/strongly-agree-have-your-say-in-bumper-ribble-valley-people-s-survey
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PRINCIPLE C: Defining outcomes in terms of sustainable economic, social, and

environmental benefits

The long-term nature and impact of the Council’s responsibilities mean that we should define
and plan outcomes and that these should be sustainable. Decisions should further our purpose,

contribute to intended benefits and outcomes, and remain within the limits of authority and
resources. Input from all groups of stakeholders, including citizens, service users, and
institutional stakeholders, is vital to the success of this process and in balancing competing

demands when determining priorities for the finite resources available.

What we will do:

How this is evidenced:

Defining outcomes

- have a clear vision, which is an agreed formal statement of the
Council’'s purpose and intended outcomes containing
appropriate performance indicators, which provide the basis for
the overall strategy, planning and other decisions.

- specify the intended impact on, or changes for, stakeholders
including citizens and service users. It could be immediately or
over the course of a year or longer.

- deliver defined outcomes on a sustainable basis within the
resources that will be available.

- identify and manage risks to the achievement of outcomes.

- manage service users’ expectations effectively with regard to
determining priorities and making the best use of the resources
available.

o Corporate Strateqy

« Core Strateqy

« Community Strateqy

e Medium Term
Financial Strateqy

° Treasurv Manaqement
Strategy

« Procurement Strategy

 Risk Management
Policy
e Performance Indicators

e New Deal for Greater
Lancashire

e Budget monitoring
reports

¢ Statement of Accounts

o External Audit Letter
and reports

« External inspections

Sustainable economic, social and environmental benefits:

- consider and balance the combined economic, social and
environmental impact of policies and plans when taking
decisions about service provision.

- take a longer-term view with regard to decision making, taking
account of risk and acting transparently where there are potential
conflicts between the Council’s intended outcomes and short-
term factors such as the political cycle or financial constraints.

- determine the wider public interest associated with balancing
conflicting interests between achieving the various economic,
social and environmental benefits, through consultation where
possible, in order to ensure appropriate trade-offs.

- ensure fair access to services

e Capital Programme

e Officer Delegation
Scheme

e Climate Change
Strateqgy

¢ Climate Change
Working Group

e Equality Duty
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https://www.ribblevalley.gov.uk/downloads/file/6/corporate-strategy-2019-2023
https://www.ribblevalley.gov.uk/download/downloads/id/10010/adopted_core_strategy.pdf
https://www.ribblevalley.gov.uk/partnerships/sustainable-community-strategy
https://democracy.ribblevalley.gov.uk/documents/s4852/Medium%20Term%20Financial%20Strategy%20202324%20to%20202728.pdf
https://democracy.ribblevalley.gov.uk/documents/s4852/Medium%20Term%20Financial%20Strategy%20202324%20to%20202728.pdf
https://democracy.ribblevalley.gov.uk/documents/s4844/Treasury%20Management%20Policies%20and%20Practices.pdf
https://democracy.ribblevalley.gov.uk/documents/s4844/Treasury%20Management%20Policies%20and%20Practices.pdf
https://www.ribblevalley.gov.uk/downloads/file/3218/procurement-strategy-2022-23-to-2024-25
https://democracy.ribblevalley.gov.uk/documents/s3842/Draft%20Risk%20Management%20Policy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3842/Draft%20Risk%20Management%20Policy.pdf
https://www.ribblevalley.gov.uk/downloads/download/106/statement-of-accounts
https://democracy.ribblevalley.gov.uk/documents/s2676/THREE%20YEAR%20CAPITAL%20PROGRAMME%20202223%20202425.pdf
https://ribblevalley.moderngov.co.uk/documents/s3224/Part%2032%20-%20Officer%20Delegation%20Scheme%20version%20May%202022.pdf
https://ribblevalley.moderngov.co.uk/documents/s3224/Part%2032%20-%20Officer%20Delegation%20Scheme%20version%20May%202022.pdf
https://www.ribblevalley.gov.uk/downloads/file/2570/climate-change-strategy-2021-2030
https://www.ribblevalley.gov.uk/downloads/file/2570/climate-change-strategy-2021-2030
https://www.ribblevalley.gov.uk/diversity-equality/equality-duty
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PRINCIPLE D: Determining the interventions necessary to optimise the achievement of

the intended outcomes

The Council achieves its intended outcomes by providing a mixture of legal, regulatory, and
practical interventions (courses of action). Determining the right mix of these courses of action

is a critically important strategic choice that the Council has to make to ensure intended
outcomes are achieved. There needs to be robust decision-making mechanisms to ensure that
our defined outcomes can be achieved in a way that provides the best trade-off between the
various types of resource inputs while still enabling effective and efficient operations. Decisions
made need to be reviewed frequently to ensure that achievement of outcomes is optimised.

What we will do:

How this is evidenced:

Determining interventions:

- ensure decision makers receive objective and rigorous
analysis of a variety of options indicating how intended
outcomes would be achieved and associated risks. Therefore,
ensuring best value is achieved.

- consider feedback from citizens and service users when
making decisions about service improvements or where
services are no longer required in order to prioritise competing
demands within limited resources available including people,
skills, land and assets and bearing in mind future impacts.

e Standing Orders

¢ Minutes of Meetings
are held on the
Council's website.

e Ribble Valley People’s
Panel

e Regular Reporting to
Service Committees

e Counter Fraud, Bribery
and Corruption Policy
Statement and

Strategy

Planning interventions:

- establish and implement robust planning and control cycles
that cover strategic and operational plans, priorities and targets.

- engage with internal and external stakeholders in determining
how services and other courses of action should be planned and
delivered.

- consider and monitor risks facing each partner when working
collaboratively, including shared risks.

- ensure arrangements are flexible and agile so that the
mechanisms for delivering goods and services can be adapted
to changing circumstances.

- establish appropriate key performance indicators (KPIs) as
part of the planning process in order to identify how the
performance of services and projects is to be measured.

- ensure capacity exists to generate the information required to
review service quality regularly.

- prepare budgets in accordance with objectives, strategies and
the medium term financial strategy.

- inform medium and long term resource planning by drawing
up realistic estimates of revenue and capital expenditure aimed
at developing a sustainable funding strategy.

e Communications
Strateqy

e Financial Requlations

¢ Risk Management
Policy

e Performance Indicators

e Revenue Budget

¢ Medium Term Financial
Strategy and Plan

e Capital Programme
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https://ribblevalley.moderngov.co.uk/documents/s3225/Part%204%20Standing%20Orders%20May%202022.pdf
https://www.ribblevalley.gov.uk/say/ribble-valleys-citizens-panel/1
https://www.ribblevalley.gov.uk/say/ribble-valleys-citizens-panel/1
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://www.ribblevalley.gov.uk/download/meetings/id/7219/agenda_item_8_-_rv_communications_strategy_2019-2021
https://www.ribblevalley.gov.uk/download/meetings/id/7219/agenda_item_8_-_rv_communications_strategy_2019-2021
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
https://democracy.ribblevalley.gov.uk/documents/s3842/Draft%20Risk%20Management%20Policy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3842/Draft%20Risk%20Management%20Policy.pdf
https://democracy.ribblevalley.gov.uk/documents/s4512/21-23pf.pdf.pdf
https://democracy.ribblevalley.gov.uk/documents/s4512/21-23pf.pdf.pdf
https://democracy.ribblevalley.gov.uk/documents/s4852/Medium%20Term%20Financial%20Strategy%20202324%20to%20202728.pdf
https://democracy.ribblevalley.gov.uk/documents/s4852/Medium%20Term%20Financial%20Strategy%20202324%20to%20202728.pdf
https://democracy.ribblevalley.gov.uk/documents/s4510/19-23pf.pdf.pdf
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What we will do:

How this is evidenced:

Optimising achievement of intended outcomes:

- ensure the medium-term financial strategy integrates and
balances service priorities, affordability and other resource
constraints.

- ensure the budgeting process is all-inclusive, taking into
account the full cost of operations over the medium and longer
term.

- ensure the medium term financial strategy sets the context for
ongoing decisions on significant delivery issues or responses to
changes in the external environment that may arise during the
budgetary period in order for outcomes to be achieved while
optimising resource usage.

- ensure the achievement of ‘social value’ through service
planning and commissioning.

e Medium Term Financial
Strategy and Plan

e Budget Working Group
e Capital Programme
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https://democracy.ribblevalley.gov.uk/documents/s4852/Medium%20Term%20Financial%20Strategy%20202324%20to%20202728.pdf
https://democracy.ribblevalley.gov.uk/documents/s4852/Medium%20Term%20Financial%20Strategy%20202324%20to%20202728.pdf
https://democracy.ribblevalley.gov.uk/documents/s4510/19-23pf.pdf.pdf
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PRINCIPLE E: Developing the entity’s capacity, including the capability of its leadership
and the individuals within it

The Council needs appropriate structures and leadership, as well as people with the right skills,
appropriate qualifications and mindset, to operate efficiently and effectively and achieve
intended outcomes within the specified periods. We must ensure that we have both the capacity
to fulfil our mandate and to make certain that there are policies in place to guarantee that

management has the operational capacity for the organisation as a whole.

Because both individuals and the environment in which we operate will change over time, there
is a continuous need for us to develop our capacity as well as the skills and experience of
individual staff members. Leadership in the Council is strengthened by the participation of
people with many different types of backgrounds, reflecting the structure and diversity of
communities.

What we will do: How this is evidenced:

Developing the entity’s capacity: e Council Constitution

- review operations, performance and use of assetsonaregular | « Appraisal Scheme

basis to ensure their continuing effectiveness. .
e Performance Indicators

- improve resource use through appropriate application of
techniques such as benchmarking and other options in order to
determine how resources are allocated so that defined | e« Corporate Training
outcomes are achieved effectively and efficiently.

e Capital Programme

) _ _ _ e Training Policy
- recognise the benefits of partnerships and collaborative )
working where added value can be achieved. e Induction Process —

o _ Members & Officers
- develop and maintain an effective workforce plan to enhance

the strategic allocation of resources.
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https://www.ribblevalley.gov.uk/info/200298/the_council_elections_and_councillors/1062/constitution_and_code_of_conduct_etc
https://democracy.ribblevalley.gov.uk/documents/s3944/Workforce%20Profile%202022-%20Update.pdf
https://democracy.ribblevalley.gov.uk/documents/s3944/Workforce%20Profile%202022-%20Update.pdf
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Developing the capability of the entity’s leadership and
other individuals:

- develop protocols to ensure that elected and appointed
leaders negotiate with each other regarding their respective
roles early on in the relationship and that a shared understanding
of roles and objectives is maintained.

- publish a statement that specifies the types of decisions that
are delegated and those reserved for the collective decision
making of Full Council.

- ensure the leader and the chief executive have clearly defined
and distinctive leadership roles within a structure whereby the
chief executive leads in implementing strategy and managing
the delivery of services and other outputs set by members and
each provides a check and a balance for each other’s authority.

- develop the capabilities of members and senior management
to achieve effective leadership and to enable the organisation to
respond successfully to changing legal and policy demands as
well as economic, political and environmental changes and risks

by:
e ensuring members and staff have access to appropriate
induction tailored to their role and that ongoing training

and development matching individual and organisational
requirements is available and encouraged

e ensuring members and officers have the appropriate
skills, knowledge, resources and support to fulfil their
roles and responsibilities and ensuring that they are able
to update their knowledge on a continuing basis

e ensuring personal, organisational and system-wide
development through shared learning, including lessons
learnt from governance weaknesses both internal and
external

- ensure that there are structures in place to encourage public
participation.

- take steps to consider the leadership’s own effectiveness and
ensuring leaders are open to constructive feedback from peer
review and inspections.

- hold staff to account through regular performance reviews
which take account of training or development needs.

- ensure arrangements are in place to maintain the health and
wellbeing of the workforce and support individuals in maintaining
their own physical and mental wellbeing.

Council Constitution

Officer Delegation
Scheme

Financial Reqgulations

Standing Orders

Protocol for Member
and Officer Relations

Publication
Subscriptions

Induction Schemes
Appraisal Scheme
Training Records
Training Policy

Ribble Valley People’s
Panel

Human Resources
Policies

Internet/ E-mail
Acceptable Use Policy

Annual Pay Policy
Statement

Reasonable
Adjustments Policy

Rggjé 25



https://www.ribblevalley.gov.uk/info/200298/the_council_elections_and_councillors/1062/constitution_and_code_of_conduct_etc
https://ribblevalley.moderngov.co.uk/documents/s3224/Part%2032%20-%20Officer%20Delegation%20Scheme%20version%20May%202022.pdf
https://ribblevalley.moderngov.co.uk/documents/s3224/Part%2032%20-%20Officer%20Delegation%20Scheme%20version%20May%202022.pdf
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
https://ribblevalley.moderngov.co.uk/documents/s3225/Part%204%20Standing%20Orders%20May%202022.pdf
https://democracy.ribblevalley.gov.uk/documents/s417/Part%207%20Protocol%20for%20Member%20and%20Officer%20Relations.pdf
https://democracy.ribblevalley.gov.uk/documents/s417/Part%207%20Protocol%20for%20Member%20and%20Officer%20Relations.pdf
https://www.ribblevalley.gov.uk/say/ribble-valleys-citizens-panel/1
https://www.ribblevalley.gov.uk/say/ribble-valleys-citizens-panel/1
https://www.ribblevalley.gov.uk/downloads/download/191/pay-policy-statement-including-pay-multiple
https://www.ribblevalley.gov.uk/downloads/download/191/pay-policy-statement-including-pay-multiple
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PRINCIPLE F: Managing risks and performance through robust internal control and
strong public financial management

The Council needs to ensure that the governance structures that it oversees have implemented,
and can sustain, an effective performance management system that facilitates effective and
efficient delivery of planned services. Risk management and internal control are important and
integral parts of a performance management system and are crucial to the achievement of
outcomes. Risk should be considered and addressed as part of all decision making activities.
A strong system of financial management is essential for the implementation of policies and
the achievement of intended outcomes, as it will enforce financial discipline, strategic allocation
of resources, efficient service delivery and accountability. It is also essential that a culture and
structure for scrutiny are in place as a key part of accountable decision making, policy making
and review. A positive working culture that accepts, promotes and encourages constructive
challenge is critical to successful scrutiny and successful service delivery. Importantly, this
culture does not happen automatically, it requires repeated public commitment from those in
authority.

What we will do: How this is evidenced:
Managing risk: e Risk Management

- recognise that risk management is an integral part of all Policy

activities and must be considered in all aspects of decision | ¢ Pentana Risk
making. Management System

- implement robust and integrated risk management | ¢ Strateqgic Risk Register
arrangements and ensure that they are working effectively.

I L _ e Annual Governance
- ensure that responsibilities for managing individual risks are Statement

clearly allocated. '
e Director Assurance

Statements

Managing performance: e Pentana Performance

- monitor service delivery effectively including planning, Database

specification, execution and independent post implementation | e« Training Records

review. .
e Standing Orders

- make decisions based on relevant, clear objective analysis . .
and advice pointing out the implications and risks inherent inthe | ® Minutes of Meetings
organisation’s financial, social and environmental position and | 4 council Website

outlook.

e Financial Regulations

- encourage effective and constructive challenge and debate on
policies and objectives to support balanced and effective
decision making.

- provide members and senior management with regular reports
on service delivery plans and on progress towards outcome
achievement.

- ensure there is consistency between specification stages
(such as budgets) and post implementation reporting (e.g.
financial statements).
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https://democracy.ribblevalley.gov.uk/documents/s3842/Draft%20Risk%20Management%20Policy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3842/Draft%20Risk%20Management%20Policy.pdf
https://democracy.ribblevalley.gov.uk/documents/s4879/Strategic%20Risk%20Register.pdf
https://ribblevalley.moderngov.co.uk/documents/s3225/Part%204%20Standing%20Orders%20May%202022.pdf
https://www.ribblevalley.gov.uk/council-meetings/meeting-agendas-reports-minutes
https://www.ribblevalley.gov.uk/
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
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What we will do:

How this is evidenced:

Robust internal control:

- align the risk management strategy and policies on internal
control with achieving objectives.

- evaluate and monitor risk management and internal control on
a regular basis.

- ensure effective counter fraud and anti-corruption

arrangements are in place.

- ensure additional assurance on the overall adequacy and
effectiveness of the framework of governance, risk management
and control is provided by the internal auditor.

- ensure an audit committee, which is independent and
accountable to Full Council:

e provides a further source of effective assurance regarding
arrangements for managing risk and maintaining an
effective control environment.

e that its recommendations are listened to and acted upon.

Risk Management
Policy
Audit Plan

TEICAFF Protecting
the Public Purse 2016

Annual Governance
Statement

Accounts & Audit
Terms of Reference

Training Records

Counter Fraud, Bribery
& Corruption Policy
Statement and

Strateqy
Internal Audit reports

External Audit letter
and reports

Managing data:

- ensure effective arrangements are in place for the safe
collection, storage, use and sharing of all data.

- ensure effective arrangements are in place and operating
effectively when sharing data with other bodies.

- review and audit regularly the quality and accuracy of data
used in decision making and performance monitoring.

Document Retention
Policy

Data Protection Policy

Council’'s website

Pentana Performance
Database

Strong public financial management:

- ensure financial management supports both long term
achievement of outcomes and short-term financial and
operational performance.

- ensure well-developed financial management is integrated at
all levels of planning and control, including management of
financial risks and controls

Medium Term
Financial Strategy and
Plan

Treasury Management
Strategy & Policy

Statement of Accounts

Budget
reports

monitoring
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https://democracy.ribblevalley.gov.uk/documents/s3842/Draft%20Risk%20Management%20Policy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3842/Draft%20Risk%20Management%20Policy.pdf
https://democracy.ribblevalley.gov.uk/documents/s4880/7-23aa%20with%20annex.pdf.pdf
https://democracy.ribblevalley.gov.uk/documents/s4880/7-23aa%20with%20annex.pdf.pdf
https://www.ribblevalley.gov.uk/downloads/download/107/governance-statements
https://www.ribblevalley.gov.uk/downloads/download/107/governance-statements
https://democracy.ribblevalley.gov.uk/documents/s1370/Part%203%20Powers%20and%20Duties%20of%20the%20Council%20and%20its%20Committees%20Part%203.pdf
https://democracy.ribblevalley.gov.uk/documents/s1370/Part%203%20Powers%20and%20Duties%20of%20the%20Council%20and%20its%20Committees%20Part%203.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s3839/Counter%20Fraud%20Bribery%20and%20Corruption%20Policy%20Statement%20and%20Strategy.pdf
https://www.ribblevalley.gov.uk/privacynotice
https://www.ribblevalley.gov.uk/
https://democracy.ribblevalley.gov.uk/documents/s4852/Medium%20Term%20Financial%20Strategy%20202324%20to%20202728.pdf
https://democracy.ribblevalley.gov.uk/documents/s4852/Medium%20Term%20Financial%20Strategy%20202324%20to%20202728.pdf
https://democracy.ribblevalley.gov.uk/documents/s4852/Medium%20Term%20Financial%20Strategy%20202324%20to%20202728.pdf
https://democracy.ribblevalley.gov.uk/documents/s4852/Medium%20Term%20Financial%20Strategy%20202324%20to%20202728.pdf
https://democracy.ribblevalley.gov.uk/documents/s4824/Capital%20and%20Treasury%20Management%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s4824/Capital%20and%20Treasury%20Management%20Strategy.pdf
https://democracy.ribblevalley.gov.uk/documents/s4844/Treasury%20Management%20Policies%20and%20Practices.pdf
https://www.ribblevalley.gov.uk/downloads/download/106/statement-of-accounts

Local Code of Corporate Governance

PRINCIPLE G: Implementing good practices in transparency, reporting, and audit to
deliver effective accountability

Accountability is about ensuring that those making decisions and delivering services are

answerable for them. Effective accountability is concerned not only with reporting on actions
completed, but also ensuring that stakeholders are able to understand and respond as the
organisation plans and carries out its activities in a transparent manner. Both external and
internal audit contribute to effective accountability.

What we will do: How this is evidenced:
Implementing good practice in transparency: e Council’s website —
- write and communicate reports for the public and other Open Data &

Transparency Section

stakeholders in a fair, balanced and understandable style
appropriate to the intended audience and ensuring that they are
easy to access and interrogate.

- strike a balance between providing the right amount of
information to satisfy transparency demands and enhance public
scrutiny while not being too onerous to provide and for users to
understand.

Implementing good practices in reporting: e External Audit Reports

- report at least annually on performance, value for money and | e Statement of Accounts
stewardship of resources to stakeholders in a timely and
understandable way.

e Council Constitution

¢ Annual Governance

- ensure members and senior management own the results
Statement

reported

- ensure robust arrangements for assessing the extent to which

the principles contained in the CIPFA/SOLACE Delivering Good
Governance in Local Government Framework 2016 have been
applied and publishing the results on this assessment, including
an action plan for improvement and evidence to demonstrate
good governance (the annual governance statement)

- ensure that the Framework is applied to jointly managed or
shared service organisations as appropriate.

- ensure the performance information that accompanies the
financial statements is prepared on a consistent and timely basis
and the statements allow for comparison with other, similar
organisations.
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https://www.ribblevalley.gov.uk/homepage/41/open-data-and-transparency
https://www.ribblevalley.gov.uk/homepage/41/open-data-and-transparency
https://www.ribblevalley.gov.uk/homepage/41/open-data-and-transparency
https://democracy.ribblevalley.gov.uk/ieListMeetings.aspx?CId=137&Year=0
https://www.ribblevalley.gov.uk/statement-accounts/statement-accounts-1
https://www.ribblevalley.gov.uk/info/200298/the_council_elections_and_councillors/1062/constitution_and_code_of_conduct_etc
https://www.ribblevalley.gov.uk/downloads/download/107/governance-statements
https://www.ribblevalley.gov.uk/downloads/download/107/governance-statements

Local Code of Corporate Governance

What we will do:

How this is evidenced:

Assurance and effective accountability:

- ensure that recommendations for corrective action made by
external audit are acted upon

- ensure an effective internal audit service with direct access to
members is in place, providing assurance with regard to
governance arrangements and that recommendations are acted
upon.

- welcome peer challenge, reviews and inspections from
regulatory bodies and implementing recommendations.

- gain assurance on risks associated with delivering services
through third parties and that this is evidenced in the annual
governance statement.

- ensure that when working in partnership, arrangements for
accountability are clear and the need for wider public
accountability has been recognised and met.

e External Audit Reports

e CIPFA’s Role of the
Head of Internal Audit

e Financial Regulations

e Internal Audit Charter

¢ Annual Governance
Statement

e External inspections
e [nternal Audit Plan

e Internal Audit reports

e Reports to Accounts
and Audit Committee
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https://democracy.ribblevalley.gov.uk/ieListMeetings.aspx?CId=137&Year=0
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
https://democracy.ribblevalley.gov.uk/documents/s4857/Review%20of%20Financial%20Regulations%20and%20Contract%20Procedure%20Rules.pdf
https://democracy.ribblevalley.gov.uk/documents/s4480/Internal%20Audit%20Charter%20202324.pdf
https://www.ribblevalley.gov.uk/downloads/download/107/governance-statements
https://www.ribblevalley.gov.uk/downloads/download/107/governance-statements
https://democracy.ribblevalley.gov.uk/documents/s4880/7-23aa%20with%20annex.pdf.pdf
https://democracy.ribblevalley.gov.uk/ieListMeetings.aspx?CId=137&Year=0
https://democracy.ribblevalley.gov.uk/ieListMeetings.aspx?CId=137&Year=0
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This version of the report is a draft. Its contents and
subject matter remain under review and its contents may
change and be expanded as part of the finalisation of

: i the report.
0 Gra ntThornton This draft has been created from the template dated

DD MMM YYYY

Ribble Valley Borough Council
Audit Plan

Year ending 31 March 2023

June 2023
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Your key Grant Thornton
team members are:

Georgia Jones

Key Audit Partner

T 0161214 6383

E Geogia.S.Jones@uk.gt.com

Sophia S Igbal
Engagement Manager

T 0161234 6372

E Sophia.S.Igbal@uk.gt.com

Jobelle Bongato

Assistant Manager

T 0161234 6364

E Jobelle.Bongato@uk.gt.com
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Commercial in confidence

The contents of this report relate
only to the matters which have
come to our attention, which we
believe need to be reported to you
as part of our audit planning
process. It is not a comprehensive
record of all the relevant matters,
which may be subject to change,
and in particular we cannot be held
responsible to you for reporting all
of the risks which may aoffect the
Council or all weaknesses in your
internal controls. This report has
been prepared solely for your
benefit and should not be quoted in
whole or in part without our prior
written consent. We do not accept
any responsibility for any loss
occasioned to any third party
acting, or refraining from acting on
the basis of the content of this
report, as this report was not
prepared for, nor intended for, any
other purpose.

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members is available from our registered
office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not
a worldwide partnership. Services are delivered by the member firms. GTIL and its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions.

© 2023 Grant Thornton UK LLP.
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Key matters

cc abed

National context

For the general population, rising inflation rates, in particular for critical commodities such as energy, food and fuel, is pushing many
households into poverty and financial hardship, including those in employment. At a national government level, recent political changes have
seen an emphasis on controls on spending, which in turn is placing pressure on public services to manage within limited budgets.

Local Government funding continues to be stretched with increasing cost pressures due to the cost of living crisis, including higher energy
costs, increasing pay demands, higher agency costs and increases in supplies and services. Local authority front-line services play a vital role
in protecting residents from rising costs; preventing the most vulnerable from falling into destitution and helping to build households long-term
financial resilience. At a local level, councils are also essential in driving strong and inclusive local economies, through their economic
development functions and measures like increasing the supply of affordable housing, integrating skills and employment provision, and
prioritising vulnerable households to benefit from energy saving initiatives. Access to these services remains a key priority across the country,
but there are also pressures on the quality of services. These could include further unplanned reductions to services.

Our recent value for money work has highlighted a number of governance and financial stability issues at a national level, which is a further
indication of the mounting pressure on audited bodies to keep delivering services, whilst also managing transformation and making savings at
the same time.

In planning our audit, we take account of this context in designing a local audit programme which is tailored to your risks and circumstances.
Audit Reporting Delays

In a report published in January 2023 the NAO have highlighted that since 2017-18 there has been a significant decline in the number of local
government body accounts including an audit opinion published by the deadlines set by government. The NAO outline a number of reasons for
this and proposed actions. In our view, it is critical to early sign off that draft local authority accounts are prepared to a high standard and
supported by strong working papers.

© 2023 Grant Thornton UK LLP. 3
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Key matters

Our Responses

As a firm, we are absolutely committed to audit quality and financial reporting in the local government sector. Our proposed work and fee,
as set out furtherin our Audit Plan, has been agreed with the Director of Resources.

We will consider your arrangements for managing and reporting your financial resources as part of our audit in completing our Value for
Money work.

Our value for money work will also consider your arrangements relating to governance and improving economy, efficiency and
effectiveness.

We will continue to provide you and your Accounts and Audit Committee with sector updates providing our insight on issues from a range
of sources and other sector commentators via our Audit Committee updates.

We hold annual financial reporting workshops for our audited bodies to access the latest technical guidance and interpretation, discuss
issues with our experts and create networking links with other audited bodies to support consistent and accurate financial reporting across
the sector.

7€ obed

© 2023 Grant Thornton UK LLP. 4
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Introduction and headlines

Purpose

This document provides an overview of the planned scope and timing of the statutory audit
of Ribble Valley Borough Council (‘the Council’) for those charged with governance.

Respective responsibilities

The National Audit Office (‘the NAO’) has issued a document entitled Code of Audit Practice
(‘the Code’). This summarises where the responsibilities of auditors begin and end and what is
expected from the audited body. Our respective responsibilities are also set out in the in the
Terms of Appointment and Statement of Responsibilities issued by Public Sector Audit
pointments (PSAA), the body responsible for appointing us as auditor of Ribble Valley
orough Council. We draw your attention to both of these documents.

(Bcope of our audit
&)

The scope of our audit is set in accordance with the Code and International Standards on
Auditing (ISAs) (UK). We are responsible for forming and expressing an opinion on the
Council’s financial statements that have been prepared by management with the oversight
of those charged with governance (the Accounts and Audit committee); and we consider
whether there are sufficient arrangements in place at the Council for securing economy,
efficiency and effectiveness in your use of resources. Value for money relates to ensuring
that resources are used efficiently in order to maximise the outcomes that can be achieved.

The audit of the financial statements does not relieve management or the Accounts and Audit
Committee of your responsibilities. It is the responsibility of the Council to ensure that proper
arrangements are in place for the conduct of its business, and that public money is
safeguarded and properly accounted for. We have considered how the Council is fulfilling
these responsibilities.

Our audit approach is based on a thorough understanding of the Council's business and is
risk based.

© 2023 Grant Thornton UK LLP. 5



Introduction and headlines

Significant risks

Those risks requiring special
audit consideration and
procedures to address the
likelihood of a material financial
statement error have been
identified as:

* management override of
controls;

T
8 valuation of land and

@ buildings; and

valuation of net pension
liability

We will communicate significant
findings on these areas as well
as any other significant matters
arising from the audit to you in
our Audit Findings (ISA 260)

Report.

© 2023 Grant Thornton UK LLP.

Materiality

We have determined planning
materiality to be £0.477m (PY
£0.476m) for the Council, which
equates to 2% of your prior year
gross operating costs for the
year. We are obliged to report
uncorrected omissions or
misstatements other than those
which are ‘clearly trivial’ to those
charged with governance.

Clearly trivial has been set at
£0.024m (PY £0.024m).

Value for Money
arrangements

Our risk assessment
regarding your arrangements
to secure value for money has
not identified any risks of
significant weakness. We will
continue to update our risk
assessment until we issue our
Auditor’s Annual Report.

Commercial in confidence

New Auditing Standards

There are two auditing standards which have been
significantly updated this year. These are ISA 315
(Identifying and assessing the risks of material
misstatement) and ISA 240 (the auditor's
responsibilities relating to fraud in an audit of
financial statements). We provide more detail on
the work required later in this plan.

Audit logistics

Our interim visit took place in April and our final
visit will take place in July to September 2023.
Our key deliverables are this Audit Plan, our Audit
Findings Report and Auditor’s Annual Report.

Our proposed fee for the audit will be £565,384
(PY: £63,432) for the Council, subject to the
Council delivering a good set of financial
statements and working papers.

We have complied with the Financial Reporting
Council's Ethical Standard (revised 2019) and we
as a firm, and each covered person, confirm that
we are independent and are able to express an
objective opinion on the financial statements.



Significant risks identified

Significant risks are defined by ISAs (UK]) as risks that, in the judgement of the auditor, require special audit consideration. In identifying risks,
audit teams consider the nature of the risk, the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that
have a higher risk of material misstatement.

Risk

Reason for risk identification

Commercial in confidence

Key aspects of our proposed
response to the risk

ISA240 revenue
and expenditure
recognition risk

)€ abed

Revenue:

ISA (UK) 240 includes a rebuttable presumed risk that revenue recognition may be

misstated due to the improper recognition of revenue. This presumption can be rebutted if

the auditor concludes that there is no risk of material misstatement due to fraud relating to

revenue recognition.

Having considered the risk factors set out in ISA 240 and the nature of the revenue streams

at the Council, we have determined that the risk of fraud arising from revenue recognition

can be rebutted because:

- There is little incentive to manipulate revenue recognition and opportunities to
manipulate revenue recognition are very limited;

- The culture and ethical frameworks of local authorities, including Ribble Valley, mean
that all forms of fraud are seen as unacceptable.

Expenditure:

In the public sector, whilst it is not a presumed significant risk, in line with the requirements
of Practice Note (PN] 10: Audit of financial statements of public sector bodies in the United
Kingdom - we also consider the risk of whether expenditure may be misstated due to the
improper recognition of expenditure.

This risk is rebuttable if the auditor concludes that there is no risk of material misstatement
due to fraud relating to expenditure recognition.

Based on our assessment we consider that we are able to rebut the significant risk in
relation to expenditure, but will nevertheless, and in line with PN10, recognise the heighted
inherent risk of ‘other service expenditure’ in our audit scoping and testing assessment.

As we do not consider this to be a
significant risk for the Council, we will
not be undertaking any specific work in
this area other than our normal audit
procedures.

We will:

* review and test, on a sample basis,
material revenue and expenditure
transactions, ensuring that it
remains appropriate to rebut the
presumed risk of revenue and
expenditure recognition.

* design and carry out appropriate
audit procedures to ascertain the
recognition of income and
expenditure is in the correct
accounting period using cut-off
testing.

‘Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine transactions are transactions that
are unusual, due to either size or nature, and that therefore occur infrequently. Judgmental matters may include the development of
accounting estimates for which there is significant measurement uncertainty.” (ISA (UK) 315)

© 2023 Grant Thornton UK LLP.



Significant risks identified

Risk

Reason for risk identification

Commercial in confidence

Key aspects of our proposed response to the risk

Management over-ride of
controls

g¢ abed

Under ISA (UK) 240 there is a non-rebuttable presumed risk
that the risk of management over-ride of controls is present
in all entities. The Council faces external scrutiny of its
spending and this could potentially place management
under undue pressure in terms of how they report
performance.

We therefore identified management override of control, in
particular journals, management estimates, and
transactions outside the course of business as a significant
risk for the Council, which was one of the most significant
assessed risks of material misstatement.

We will:

* evaluate the design effectiveness of management
controls over journals

* analyse the journals listing and determine the criteria
for selecting high risk unusual journals

* test unusual journals recorded during the year and after
the draft accounts stage for appropriateness and
corroboration

* gain an understanding of the accounting estimates and
critical judgements applied made by management and
consider their reasonableness with regard to
corroborative evidence

* evaluate the rationale for any changes in accounting
policies, estimates or significant unusual transactions.

© 2023 Grant Thornton UK LLP.
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Significant risks identified

Risk

Reason for risk identification

Key aspects of our proposed response to the risk

Valuation of land and
buildings

6E abed

The Council revalue its land and
buildings on a five yearly basis, with
desktop valuation in intervening years.
This valuation (£19m in 2021/22)
represents a significant estimate by
management in the financial statements
due to the size of the numbers involved
and the sensitivity of this estimate to
changes in key assumptions.

We therefore identified valuation of land
and buildings as a significant risk, which
was one of the most significant assessed
risks of material misstatement.

We will:

update our understanding of the processes and controls put in place by
management to ensure that the Council’s valuation of land and buildings are not
materially misstated and evaluate the design of the associated controls

evaluate management's processes and assumptions for the calculation of the
estimate, the instructions issued to valuation experts and the scope of their work

evaluate the competence, capabilities and objectivity of the valuation expert
discuss with the valuer the basis on which the valuation was carried out

challenge the information and assumptions used by the valuer to assess
completeness and consistency with our understanding

test revaluations made during the year to see if they had been input correctly
into the Council’s asset register.

Management should expect engagement teams to challenge management in areas that are complex, significant or highly judgmental which may be the
case for accounting estimates and similar areas. Management should also expect to provide to engagement teams with sufficient evidence to support
their judgments and the approach they have adopted for key accounting policies referenced to accounting standards or changes thereto.

Where estimates are used in the preparation of the financial statements management should expect teams to challenge management’s assumptions and
request evidence to support those assumptions.

© 2023 Grant Thornton UK LLP.
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Significant risks identified

Risk

Reason for risk identification

Key aspects of our proposed response to the risk

Valuation of the
pension fund net
liability

o abed

The Council’s pension fund net liability, as reflected in
its balance sheet, and asset and liability information
disclosed in the notes to the accounts, represents a
significant estimate in the financial statements. This is
due to the size of the numbers involved (£15m in
2021/22).

This estimate by its nature is subject to significant
estimation uncertainty being sensitive to small
adjustments in the key assumptions used.

The actuarial assumptions used are the responsibility
of the entity but should be set on the advice given by
the actuary. A small change in the key assumptions
[discount rate, inflation rate, salary increase and life
expectancy) can have a significant impact on the
estimated IAS 19 liability. In particular the discount and
inflation rates, where our consulting actuary has
indicated that a 0.1% change in these two
assumptions would have approximately 7.3% effect on
the liability.

We have therefore concluded that there is a
significant risk of material misstatement in the IAS 19
estimate due to the assumptions used in their
calculation. With regard to these assumptions we have
therefore identified valuation of the Council’s pension
fund net liability as a significant risk.

We will:

update our understanding of the processes and controls put in place
by management to ensure that the Council’s pension fund net liability
is not materially misstated and evaluate the design of the associated
controls;

evaluate the instructions issued by management to their
management expert (an actuary] for this estimate and the scope of
the actuary’s work;

assess the competence, capabilities and objectivity of the actuary
who carried out the Council’s pension fund valuation;

assess the accuracy and completeness of the information provided
by the Council to the actuary to estimate the liability;

test the consistency of the pension fund asset and liability and
disclosures in the notes to the core financial statements with the
actuarial report from the actuary;

undertake procedures to confirm the reasonableness of the actuarial
assumptions made by reviewing the report of the consulting actuary
(as the auditor’s expert) and performing any additional procedures
suggested within the report; and

obtain assurances from the auditor of Lancashire Pension Fund as to
the controls surrounding the validity and accuracy of membership
data; contributions data and benefits data sent to the actuary by the
pension fund and the fund assets valuation in the Lancashire Pension
Funds financial statements.

© 2023 Grant Thornton UK LLP.



Other matters

Other work

In addition to our responsibilities under the Code of Practice, we have a number of other
audit responsibilities, as follows:

*  We read your Narrative Report and Annual Governance Statement to check that they are
consistent with the financial statements on which we give an opinion and our knowledge
of the Council.

*  We carry out work to satisfy ourselves that disclosures made in your Annual Governance
Statement are in line with requirements set by CIPFA.

Tt obBd

We carry out work on your consolidation schedules for the Whole of Government
Accounts process in accordance with NAO group audit instructions.

We consider our other duties under legislation and the Code, as and when required,
including:

giving electors the opportunity to raise questions about your 2022/23 financial
statements, consider and decide upon any objections received in relation to the
2022/23 financial statements;

issuing a report in the public interest or written recommendations to the Council under
section 24 of the Local Audit and Accountability Act 2014 (the Act).

application to the court for a declaration that an item of account is contrary to law
under section 28 or a judicial review under section 31 of the Act

issuing an advisory notice under section 29 of the Act

*  We certify completion of our audit.

© 2023 Grant Thornton UK LLP.
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Other material balances and transactions

Under International Standards on Auditing, 'irrespective of
the assessed risks of material misstatement, the auditor
shall design and perform substantive procedures for each
material class of transactions, account balance and
disclosure'. All other material balances and transaction
streams will therefore be audited. However, the
procedures will not be as extensive as the procedures
adopted for the risks identified in this report.
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Progress against prior year audit
recommendations

We identified the following issues in our 2021/22 audit of the Council’s financial statements, which resulted in 3 recommendations being
reported in our 2021/22 Audit Findings Report. We will follow up progress against these recommendations as part of our 22/23 financial

statements audit.

Issue and risk previously communicated Update on actions taken to address the issue

Useful Asset Lives The Council agreed to complete an annual internal review of assets lives for plant

Our audit work on the useful economic lives of equipment and equipment. We will follow this up on our post statements visit.

TWentified an asset which will not last its useful economic live and a
%ur‘ther asset where the asset will last beyond its useful economic
ife.

AN
N
Aged Debtors The Council will review aged debtor balances and write off balances were

applicable. This will be followed up on our post statements visit.

Our audit work identified one debtor balance which was pre 1995
and a further balance which was from the year 2000.

Gifts and hospitality policy The Council will review this and we will follow up on our post statements visit.

Our audit work on gift and hospitality noted the policy did not
include any specific amounts.

© 2023 Grant Thornton UK LLP.
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Progress against prior year audit

recommendations

We identified 2 recommendations as part of our 20/21 audit which currently remain in place. We include these for information.

Assessment Issue and risk previously communicated

Update on actions taken to address the issue

Partial Heritage Assets

The council has a collection of assets at Clitheroe Castle
Museum worth £878k which is held at an insurance
valuation. A breakdown of these assets and the associated
individual values is not available. There is a risk that without
a full breakdown of values the Council would be unable to
confirm if the assets are valued appropriately or damaged.

The Council should ensure a register of all asset valuations
included in the museum is maintained and kept up to date.

Whilst the council acknowledge that a detailed breakdown of every asset
with valuation is not available, we rely on the expert curatorial services of
Lancashire County Council to provide an adequate valuation for insurance
purposes. It is this insurance valuation that has been used for the purposes
of the statement of accounts, as the cost of a more detailed valuation
would outweigh the benefit to be gained by the reader of the Statement of
Accounts.

¢ obed

X Internal Control

Our system documentation on journals identified an issue
where accountancy staff are able to authorise their own
journals. However, a compensating control is in place
whereby budget monitoring procedures should flag any
inconsistencies.

We have also identified that the Head of Financial Services
has administration access rights. However, we have noted
he is unable to change or edit any postings which have
already been made to the ledger. Although new users can
be set up, they do need to be approved by the manager.

The Council has accepted this recommendation however due to the size of
the team these are not practical. Therefore, this recommendation remains
in place.

© 2023 Grant Thornton UK LLP.
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Our approach to materiality

The concept of materiality is fundamental to the preparation of the financial statements and the audit process and applies not only to the
monetary misstatements but also to disclosure requirements and adherence to acceptable accounting practice and applicable law.

Matter Description

Planned audit procedures

1 Determination

We have determined financial statement materiality based
on a proportion of the gross expenditure of the Council for
the financial year. Materiality at the planning stage of our
audit is £0.477m, which equates to 2% of your gross
expenditure for the prior period.

vt abed

We determine planning materiality in order to:

— establish what level of misstatement could reasonably be expected to
influence the economic decisions of users taken on the basis of the financial
statements

— assist in establishing the scope of our audit engagement and audit tests
— determine sample sizes and

— assist in evaluating the effect of known and likely misstatements in the
financial statements

2 Other factors
An item does not necessarily have to be large to be
considered to have a material effect on the financial
statements.

An item may be considered to be material by nature where it may affect instances
when greater precision is required.

Due to the public interest in senior officer remuneration disclosures, we apply
specific audit procedures and have not set a materiality level. We design our
procedures to detect errors in specific accounts at a lower level of precision which
we have determined to be applicable for senior officer remuneration

disclosures. We will apply heightened auditor focus in the completeness and
clarity of disclosures in this area and will request amendments to be made if any
errors would alter the bandings reported for any individual.

© 2023 Grant Thornton UK LLP.



Commercial in confidence

Our approach to materiality

The concept of materiality is fundamental to the preparation of the financial statements and the audit process and applies not only to the
monetary misstatements but also to disclosure requirements and adherence to acceptable accounting practice and applicable law.

Matter
3
o
&
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N
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Description

Planned audit procedures

Reassessment of materiality

Our assessment of materiality is kept under review
throughout the audit process.

We reconsider planning materiality if, during the course of our audit
engagement, we become aware of facts and circumstances that would have
caused us to make a different determination of planning materiality.

Other communications relating to materiality we will
report to the Audit Committee

Whilst our audit procedures are designed to identify
misstatements which are material to our opinion on the
financial statements as a whole, we nevertheless report to
the Audit Committee any unadjusted misstatements of
lesser amounts to the extent that these are identified by
our audit work. Under ISA 260 (UK) ‘Communication with
those charged with governance’, we are obliged to report
uncorrected omissions or misstatements other than those
which are ‘clearly trivial’ to those charged with
governance. ISA 260 (UK) defines ‘clearly trivial” as matters
that are clearly inconsequential, whether taken individually
or in aggregate and whether judged by any quantitative or
qualitative criteria.

We report to the Audit Committee any unadjusted misstatements of lesser
amounts to the extent that these are identified by our audit work.

In the context of the Council, we propose that an individual difference could
normally be considered to be clearly trivial if it is less than £0.024m (PY
£0.024m). If management have corrected material misstatements identified
during the course of the audit, we will consider whether those corrections should
be communicated to the Accounts and Audit Committee to assist it in fulfilling its
governance responsibilities.

© 2023 Grant Thornton UK LLP.
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IT audit strategy

In accordance with ISA (UK) 315 Revised, we are required to obtain an understanding of the relevant IT and technical infrastructure and details
of the processes that operate within the IT environment. We are also required to consider the information captured to identify any audit
relevant risks and design appropriate audit procedures in response. As part of this we obtain an understanding of the controls operating over
relevant Information Technology (IT) systems i.e., IT general controls (ITGCs). Our audit will include completing an assessment of the design
and implementation of relevant ITGCs. We say more about ISA 315 Revised on slide 21.

The following IT systems have been judged to be in scope for our audit and based on the planned financial statement audit approach we will
perform the indicated level of assessment:

o
jabl
Q
®
N
OPr system Audit area Planned level IT audit assessment
Civica Financials Financial reporting * Avreview of the IT General Controls related to security management,
development and maintenance and technology infrastructure
NEC Council Tax, Business Rates  * A review of the IT General Controls related to security management,
development and maintenance and technology infrastructure
Civica Pay Payments * Avreview of the IT General Controls related to security management,
development and maintenance and technology infrastructure
Frontier Software Payroll * Avreview of the IT General Controls related to security management,

development and maintenance and technology infrastructure

© 2023 Grant Thornton UK LLP. 16
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Value for Money arrangements

Approach to Value for Money work for the period ended 31 March 2023

The National Audit Office, issued its latest Value for Money guidance, to auditors in January 2023 . The Code expects auditors to consider whether a body
has put in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources. Auditors are expected to report any
significant weaknesses in the body’s arrangements, should they come to their attention. In undertaking their work, auditors are expected to have regard to
three specified reporting criteria. These are as set out below:

N
%
< @#
NN
N . . . ol
Improving economy, efficiency and Financial Sustainability Governance
effectiveness How the body plans and manages its How the body ensures that it makes
How the body uses information about its resources to ensure it can continue to informed decisions and properly
costs and performance to improve the deliver its services. manages its risks.

way it manages and delivers its services.

We have not identified any risks of significant weaknesses from our initial planning work. We will continue our review of your arrangements, including
reviewing your Annual Governance Statement, before we issue our auditor’s annual report.

© 2023 Grant Thornton UK LLP. 17



Audit logistics and team

Planning and
risk assessment

Jobelle Bongato, Audit Incharge

Jobelle, is the key audit contact
re&bonsible for the day to day
nagement and delivery of the audit
Wk
N

co
Sophia Igbal, Audit Manager

Sophia, plans, manages and leads the
delivery of the audit, is your key point of
contact for your finance team and is your
first point of contact for discussing any
issues.

Georgia Jones, Key Audit Partner

Georgia leads our relationship with you and
takes overall responsibility for the delivery
of a high quality audit, ensuring the highest
professional standards are maintained and
a commitment to add value to the Accounts
and Audit Committee and the Council.

© 2023 Grant Thornton UK LLP.
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Audit Audit Audit
committee committee committee
June 2023 September 2023 December 2023

. Year end audit

July - September 2023 . .
. Auditor’s
Aufj't Plan & Audit Findings Annual
Interim Progress Report Report
Report Audit Opinion

Audited Entity responsibilities

Where audited bodies do not deliver to the timetable agreed, we need to ensure that this does not impact on
audit quality or absorb a disproportionate amount of time, thereby disadvantaging other audited bodies.
Where the elapsed time to complete an audit exceeds that agreed due to an entity not meeting its
obligations we will not be able to maintain a team on site. Similarly, where additional resources are needed
to complete the audit due to an entity not meeting their obligations we are not able to guarantee the
delivery of the audit to the agreed timescales. In addition, delayed audits will incur additional audit fees.

Our requirements
To minimise the risk of a delayed audit, you need to :

* ensure that you produce draft financial statements of good quality by the deadline you have agreed with
us, including all notes and the Annual Governance Statement

* ensure that good quality working papers are available at the start of the audit, in accordance with the
working paper requirements schedule that we have shared with you

* ensure that the agreed data reports are available to us at the start of the audit and are reconciled to the
values in the accounts, in order to facilitate our selection of samples for testing

* ensure that all appropriate staff are available on site throughout the planned period of the audit

* respond promptly and adequately to audit queries.
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Audit fees and updated Auditing Standards
including ISA 315 Revised

In 2017, PSAA awarded a contract of audit for Ribble Valley Borough Council to begin with effect from 2018/19]. The fee agreed in the contract was £36,769.
Since that time, there have been a number of developments, particularly in relation to the revised Code and ISA’s which are relevant for the 2022/23 audit.
For details of the changes which impacted on years up to 2021/22 please see our prior year Audit Plans.

The major change impacting on our audit for 2022/23 is the introduction of ISA (UK) 315 (Revised] - Identifying and assessing the risks of material
misstatement ('ISA 315'). There are a number of significant changes that will impact the nature and extent of our risk assessment procedures and the work
we perform to respond to these identified risks. Key changes include:

Enhanced requirements around understanding the Council’s IT Infrastructure, IT environment. From this we will then identify any risks arising from the
use of IT. We are then required to identify the IT General Controls (‘ITGCs’) that address those risks and test the design and implementation of ITGCs
that address the risks arising from the use of IT.

Additional documentation of our understanding of the Council’s business model, which may result in us needing to perform additional inquiries to
understand the Council's end-to-end processes over more classes of transactions, balances and disclosures.

6¥ abed

We are required to identify controls within a business process and identify which of those controls are controls relevant to the audit. These include, but
are not limited to, controls over significant risks and journal entries. We will need to identify the risks arising from the use of IT and the general IT
controls (ITGCs) as part of obtaining an understanding of relevant controls.

o Where we do not test the operating effectiveness of controls, the assessment of risk will be the inherent risk, this means that our sample sizes may be
larger than in previous years.

These are significant changes which will require us to increase the scope, nature and extent of our audit documentation, particularly in respect of your
business processes, and your IT controls. We will be unable to determine the full fee impact until we have undertaken further work in respect of the above
areas. However, for an council of your size, we estimate an initial increase of £3,000. We will let you know if our work in respect of business processes and
IT controls identifies any issues requiring further audit testing. There is likely to be an ongoing requirement for a fee increase in future years, although we
are unable yet to quantify that.

The other major change to Auditing Standards in 2022/23 is in respect of ISA 240 which deals with the auditor's responsibilities relating to fraud in an audit
of financial statements. This Standard gives more prominence to the risk of fraud in the audit planning process. We will let you know during the course of
the audit should we be required to undertake any additional work in this area which will impact on your fee.

Taking into account the above, our proposed work and fee for 2022/23, as set out below, is detailed overleaf and has been agreed with the Director of
Resources.

© 2023 Grant Thornton UK LLP. 19
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Audit fees

Actual Fee 2020/21 Actual Fee 2021/22 Proposed fee 2022/23
Pendle Borough Council Audit £52,606 £53,432 £55,384
Total audit fees (excluding VAT) £62,606 £63,432 £65,384
T
m .
%ssumptlons

Un setting the above fees, we have assumed that the Council will:
prepare a good quality set of accounts, supported by comprehensive and well-presented working papers which are ready at the start of the audit

* provide appropriate analysis, support and evidence to support all critical judgements and significant judgements made during the course of preparing
the financial statements

* provide early notice of proposed complex or unusual transactions which could have a material impact on the financial statements.

Relevant professional standards

In preparing our fee estimate, we have had regard to all relevant professional standards, including paragraphs 4.1 and 4.2 of the FRC’s Ethical Standard
revised 2019] which stipulate that the Engagement Lead (Key Audit Partner) must set a fee sufficient to enable the resourcing of the audit with partners
and staff with appropriate time and skill to deliver an audit to the required professional and Ethical standards.

© 2023 Grant Thornton UK LLP. 20
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Audit fees - detailed analysis

Scale fee published by PSAA 2019 £36,769

New issues for 2020/21

Additional work on Value for Money (VM) under new NAO Code £9,000
Increased audit requirements of revised ISAs 540 £2,100
‘gnhonced audit procedures on journals testing (not included in the Scale Fee) £3,000
aotql audit fees 2020/21 (excluding VAT) £50,869

HNew issues for 2022/23

Enhanced audit procedures for Payroll - Change of circumstances £600
Enhanced audit procedures for Collection Fund- reliefs testing £750
Increased audit requirements of revised ISAs 315/ 240 £3,000
Local risk factors £265
Total proposed audit fees 2022/23 (excluding VAT) £55,384

All variations to the scale fee will need to be approved by PSAA

© 2023 Grant Thornton UK LLP. 21
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Independence and non-audit services

Auditor independence

Ethical Standards and ISA (UK]) 260 require us to give you timely disclosure of all significant facts and matters that may bear upon the integrity, objectivity
and independence of the firm or covered persons. relating to our independence. We encourage you to contact us to discuss these or any other
independence issues with us. We will also discuss with you if we make additional significant judgements surrounding independence matters.

We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your
attention. We have complied with the Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm that we are
independent and are able to express an objective opinion on the financial statements.. Further, we have complied with the requirements of the National

Audit Office’s Auditor Guidance Note O1issued in May 2020 which sets out supplementary guidance on ethical requirements for auditors of local public
bodies.

QVe confirm that we have implemented policies and procedures to meet the requirements of the Ethical Standard. For the purposes of our audit we have
ade enquiries of all Grant Thornton UK LLP teams providing services to the Council.

o)
N

© 2023 Grant Thornton UK LLP. 22
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Independence and non-audit services

Other services
The following other services provided by Grant Thornton were identified.

The amounts detailed are fees agreed to-date for audit related and non-audit services to be undertaken by Grant Thornton UK LLP in the current financial
year. These services are consistent with the Council’s policy on the allotment of non-audit work to your auditors. Any changes and full details of all fees
charged for audit related and non-audit related services by Grant Thornton UK LLP and by Grant Thornton International Limited network member Firms will
be included in our Audit Findings report at the conclusion of the audit.

None of the services provided are subject to contingent fees.

@ervice Fees £ Threats Safeguards

Q

MAudit related

o1

U ertification of 33,810 Self-Interest (because this is a The level of this recurring fee taken on its own is not considered a significant
Housing Benefit recurring fee) threat to independence as the fee for this work is £33,810 in comparison to the
Subsidy Claim total fee for the audit of £65,384 and in particular relative to Grant Thornton

UK LLP’s turnover overall. Further, it is a fixed fee and there is no contingent
element to it. These factors all mitigate the perceived self-interest threat to an
acceptable level.

© 2023 Grant Thornton UK LLP. 23
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Communication of audit matters with those
charged with governance

Our communication plan

Audit Plan

Audit
Findings

Respective responsibilities of auditor and management/those charged with
governance

Overview of the planned scope and timing of the audit, form, timing and expected
general content of communications including significant risks and Key Audit
Matters

Confirmation of independence and objectivity of the firm, the engagement team
members and all other indirectly covered persons

T statement that we have complied with relevant ethical requirements regarding

Qindependence. Relationships and other matters which might be thought to bear

°n independence. Details of non-audit work performed by Grant Thornton UK LLP
nd network firms, together with fees charged. Details of safeguards applied to
hreats to independence

Significant matters in relation to going concern

Significant findings from the audit

Significant matters and issue arising during the audit and written representations
that have been sought

Significant difficulties encountered during the audit

Significant deficiencies in internal control identified during the audit

Significant matters arising in connection with related parties

Identification or suspicion of fraud (deliberate manipulation) involving
management and/or which results in material misstatement of the financial
statements (not typically council tax fraud)

Non-compliance with laws and regulations

Unadjusted misstatements and material disclosure omissions

Expected modifications to the auditor's report, or emphasis of matter

© 2023 Grant Thornton UK LLP.

ISA (UK) 260, as well as other ISAs (UK],
prescribe matters which we are
required to communicate with those
charged with governance, and which
we set out in the table here.

This document, the Audit Plan, outlines
our audit strategy and plan to deliver
the audit, while the Audit Findings will
be issued prior to approval of the
financial statements and will present
key issues, findings and other matters
arising from the audit, together with an
explanation as to how these have been
resolved.

We will communicate any adverse or
unexpected findings affecting the audit
on a timely basis, either informally or
via an audit progress memorandum.
Respective responsibilities

As auditor we are responsible for
performing the audit in accordance
with ISAs (UK}, which is directed
towards forming and expressing an
opinion on the financial statements
that have been prepared by
management with the oversight of
those charged with governance.

The audit of the financial statements
does not relieve management or those
charged with governance of their
responsibilities.
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O Grant Thornton

grantthornton.co.uk

© 2023 Grant Thornton UK LLP.

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their audited entities and/or refers to one or more
member firms, as the context requires. Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL
and each member firm is a separate legal entity. Services are delivered by the member firms. GTIL does not provide services to . GTIL and its member firms are not agents of, and do not
obligate, one another and are not liable for one another’s acts or omissions.
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Agenda Item 9

INFORMATION

RIBBLE VALLEY BOROUGH COUNCIL
REPORT TO ACCOUNTS AND AUDIT COMMITTEE

meeting date: 28 JUNE 2023
tite: DRAFT HEAD OF INTERNAL AUDIT OPINION - 2022/23
submitted by: DIRECTOR OF RESOURCES
principal author: INTERNAL AUDIT MANAGER

1 PURPOSE
1.1 This report is intended to provide the Accounts & Audit Committee with:

° an independent opinion on the overall adequacy and effectiveness of the Council’s
framework of governance, risk management and internal control; including a
summary of the internal audit work that supports the Opinion;

. any impairments or restrictions in scope of the work undertaken; and

° the outcomes of the self-assessment that the audit work undertaken is in
conformance with the Public Sector Internal Audit Standards (PSIAS).

1.2 The report meets the requirements for the Internal Audit service to provide an annual report
on the overall adequacy of the Council’'s framework of governance, risk management and
control, as detailed in the PSIAS. It demonstrates that the Council is maintaining an adequate
and effective system of internal control as required by the Accounts and Audit (England)
Regulations 2015. This opinion will assist the Council in the completion of its Annual
Governance Statement (AGS).

1.3 The Accounts & Audit Committee, in its role of providing independent assurance to the
Council on the adequacy of its risk management framework, overall governance and
associated control environment, is required to consider the Annual Internal Audit Opinion for
2022/23.

1.4 Relevance to the Council’s ambitions and priorities:

. Corporate priorities — The Council seeks to maintain critical financial management
and controls and provide efficient and effective services.

o Other considerations — the Council has a statutory duty to maintain an adequate and
effective system of internal control.

2 KEY ISSUES
2.1 The basis for forming the opinion has considered:

o An assessment of the individual assurances arising from risk-based internal audit
assignments that have been reported in the period.

o An assessment of the processes in place with regards governance and risk
management.

o As assessment of the Council’s response to internal audit recommendations and the
extent to which they have been implemented.

e Other sources of assurance relevant during 2022/23 (e.g. inspections).
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2.2 Staffing issues within the Internal Audit Service previously experienced have been resolved
throughout the 2022/23 year, with the successful appointments to both the Internal Audit
Manager and Internal Auditor positions.

3 RISK ASSESSMENT

3.1 The approval of this report may have the following implications:

Resources — there are no resource implications arising as a result of this report.
Technical, Environmental and Legal — This report fulfills the statutory requirements placed
upon by the council by the Accounts & Audit (England) Regulations 2015. This reportis a
key contributor to the Annual Governance Statement, which assesses the effectiveness of
the Council’s own management of its objectives.

Political — There are no political implications arising from this report.

Reputation — There are no reputational implications arising from this report.

Equality and Diversity — There are no equality or diversity implications arising as a result
of this report.

4 CONCLUSION

4.1 The overall opinion for the period 1st April 2022 to 31st March 2023 is Substantial
Assurance (“Substantial Assurance can be placed on the levels of control in operation”).

4.2 The Accounts & Audit Committee is asked to:

¢ Note the content of the Annual Internal Audit Opinion for 2022/23 (as set out in
Appendix A); and

e Consider the overall annual opinion of the Internal Audit Manager, which is that
Substantial Assurance can be placed upon the Council’s framework of governance,
risk management and internal control.

INTERNAL AUDIT MANAGER DIRECTOR OF RESOURCES

AA12-23
9 June 2023
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ANNUAL INTERNAL AUDIT OPINION 2022/23

1. Introduction
This report is intended to provide the Accounts & Audit Committee with:

an independent opinion on the overall adequacy and effectiveness of the Council’s
framework of governance, risk management and internal control; including a
summary of the internal audit work that supports the Opinion;

any impairments or restrictions in scope of the work undertaken; and

the outcomes of the self-assessment that the audit work undertaken is in
conformance with the Public Sector Internal Audit Standards (PSIAS).

This report meets the requirements for the Internal Audit service to provide an annual report
on the overall adequacy of the Council’'s framework of governance, risk management and
control, as detailed in the PSIAS (2450). It demonstrates that the Council is maintaining
an adequate and effective system of internal control as required by the Accounts and Audit
(England) Regulations 2015. This opinion will assist the Council in the completion of its
Annual Governance Statement (AGS).

The Three Lines Model (as outlined by the Chartered Institute of Internal Auditors) provides
clarity regarding risks and controls and helps improve the effectiveness of risk management
systems. Internal Audit is considered the Council’s ‘third line role’, in a model where the
provision of services to clients and managing risk represents the first line, and functions
that oversee, monitor and challenge compliance, the second line role. The model is
illustrated in the table below:

Full Council/ Accounts & Audit Committee

Corporate Management Team

1t Line roles 2" Line roles 3" Line roles
Provision of services to Expertise, support, Internal Audit
clients; managing risk monitoring and

S19pIAOId 92URINSSY [BUIS)XT

challenge on risk-
related matters
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ANNUAL INTERNAL AUDIT OPINION 2022/23

2. Overall Opinion

In providing the overall opinion, consideration has been given to the assurance opinions
provided during 2022/23 in respect of the Strategic Internal Audit Plan.

The assurance opinions reported to the Accounts & Audit Committee during 2022/23 have
covered the categories of risk management, internal control and governance, and are
detailed in Section 3.

The Internal Audit Service has continued to act as a critical friend throughout the year,
providing key assurances across a range of service areas. Staffing issues previously
experienced with the Internal Audit Service no longer exist; with a full establishment
recruited to throughout 2022/23. The Council also commissioned further external
assurance/ expertise to ensure appropriate coverage in relation to digital services.

We would like to thank both officers and Members of the Accounts & Audit Committee for
their ongoing support during the year.

Overall Opinion

Our overall opinion for the period 1st April 2022 to 31st March 2023 is:

High Assurance — There is a strong system of internal control which has been
effectively designed to meet the system objectives, and that controls are
operatively effectively in the areas tested.

Substantial Assurance — There is a good system of internal control which has
been designed to meet the system objectives, and controls are generally v
operating effectively.

Moderate Assurance — There is a satisfactory system of internal control
however, in some areas, weaknesses have been identified in the design and/
or operating effectiveness, putting the system at risk.

Limited Assurance — There is a compromised system of internal control due to
weaknesses identified in the design and/or operating effectiveness, putting the
system at risk.

Nil Assurance - There is an inadequate system of internal control due to
weaknesses identified in the design and/or operating effectiveness, resulting in
failure to achieve the system obijectives.

The basis for forming our opinion is as follows:

¢ An assessment of the individual assurances arising from risk-based internal audit
assignments that have been reported in the period;

e An assessment of the processes in place with regards governance and risk
management; and

e An assessment of the Council’s response to internal audit recommendations and
the extent to which they have been implemented.

In addition to this opinion, the Council should take account of other independent assurances
that are considered relevant. The outcomes of other self-assessment reports and external

RagesHs3



ANNUAL INTERNAL AUDIT OPINION 2022/23

assurance/ inspection reports received by the council have been considered, including (but
not exclusive to):

Director's Annual Assurance Statements
Public Sector Network (PSN) Certification
The External Auditor's Annual Audit letter and Value for Money statement

Actions taken by senior management to implement recommendations raised as part
of other inspection reports (e.g. Local Government Ombudsman Report).

Head of Service, Directors and the Chief Executive are required to complete a statement
of assurance each year regarding the governance arrangements, including risk
management and internal control arrangements for their areas of responsibility as part of
the process to produce the Council’'s Annual Governance Statement. Completed
statements of assurance were received from all these officers. All directors confirmed that
“controls within their directorate have been, and are, working well. Other than matters
highlighted, there are no significant matters arising that they are aware of which would
require to be raised to help the preparation of the Annual Governance Statement”. The
points raised haven't affected this opinion.

Internal audit is an element of the internal control framework, assisting management in the
effective discharge of its responsibilities and functions by examining and evaluating
controls. Internal auditors cannot therefore be held responsible for internal control failures.
However, we have planned our work so that we have a reasonable expectation of detecting
significant control weaknesses in the areas audited. We have reported all such weaknesses
to management as they have become known to us, without undue delay, and have worked
with management to develop proposals for remedial action.

Internal audit procedures alone do not guarantee that fraud will be detected. Accordingly,
our examinations as internal auditors should not be relied upon solely to disclose fraud or
other irregularities that may exist, unless we are requested to carry out a special
investigation for such activities in a particular area.

Independence

The Internal Audit Service has access to and support from the Council's Corporate
Management Team (CMT). In the course of its normal work, it continues to operate
independently within the organisation and in accordance with its Charter.

The Internal Audit Strategic Plan is determined in consultation with senior managers, CMT
and the Accounts & Audit Committee. The Internal Audit Manager has line management
responsibility for the Council Insurance team in addition to Internal Audit. However, internal
audit staff had no direct operational responsibility or authority over any of the insurance
activities audited in 2021/22. | can therefore confirm the organisational independence of
the Internal Audit activity.

PF@&%M



ANNUAL INTERNAL AUDIT OPINION 2022/23

3. Coverage & Outputs

The commentary below provides the context for our opinion and together with the opinion,
should be read in its entirety.

Governance and Risk Management

It is important that the Council demonstrates effective governance, underpinned by robust
internal controls and adequately defined corporate functions. The assessment of the
internal control environment is a key aspect of this annual report, and the narrative below
confirms the arrangements in place.

To support the principles outlined in the requirements of a robust Annual Governance
Statement (AGS), the Council has undertaken a self-assessment against the behaviours
and actions to support the process and maintain robust governance arrangements
throughout the year as part of the Local Code of Corporate Governance. The self-
assessment utilised the ‘Delivering Good Governance in Local Government Framework’
and was presented to the Accounts and Audit Committee in September 2022.

The Risk Management Policy was updated in year to reflect current practices and the
processes to be adopted with migration of risk facilitation from Grace to Pentana in
November 2022. The Council has subsequently developed and reported the Strategic Risk
Register to the Accounts and Audit Committee, and further embedded controls surrounding
corporate risks affecting the organisation. The internal audit review of risk management
was undertaken at the start of the financial year to support this migration, and the
recommendations raised have since been implemented.

Investigations

Whilst it is not the primary role of Internal Audit to detect fraud, it does have a role in
providing an independent assurance on the effectiveness of the processes put in place by
management to manage the risk of fraud. Internal audit procedures alone, even when
performed with due professional care, cannot guarantee that fraud or corruption will be
detected.

The Council’s Whistleblowing Policy (reviewed and updated in November 2022) provides
a clear path for individuals to raise concerns of malpractice in any aspects of the Council’s
work, without the fear of recrimination or victimisation. The Counter Fraud, Bribery and
Corruption Policy and Anti-Money Laundering Policy were also reviewed and ratified
throughout the year, supporting staff in managing the risk of fraud, bribery and corruption
and identifying potential suspect transactions during their work.

The arrangements for investigations take two strands. Benefit fraud is reported to the
Department of Work & Pensions (DWP) and investigating and reporting on all instances of
fraud and corruption within its local service arrangements. The second, an internal element,
is provided by the Council's Internal Audit Team. Within 2022/23, there were no referrals
made to the Internal Audit Service which required subsequent investigation.

The results of the National Fraud Initiative (NFI) data matching exercise were published in
January 2023, and the Council continues to investigate the outputs of this exercise with the
aim of preventing and detecting fraud.
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Risk Based Reviews

Internal Audit has completed and formally reported upon 18 assignments throughout

2022/23. The following individual assignments were issued:

Review Assurance Recommendations Raised
Ol High Medium Low Total
Risk Reviews
gﬂs:;gtesrlir:;grest N/A 0 0 0 10
Risk Management Limited 3 3 3 9
Inventory Limited 4 2 0 6
gz;g&rate Health & Limited 2 4 2 8
Civic Suite Moderate 1 4 0 5
Purchase Orders Moderate 1 2 1 4
Insurance Substantial 0 4 3 7
Overtime Payments Substantial 0 1 1 2
Grants
Contain Outbreak Conditions 0 0 0 0
Management Fund Met
Test & Trace Support | Conditions
Payments Met 0 0 0 0
Biodiversity Net Gain EAZ?diﬁO”S 0 0 0 0
MIAA
Cyber Security Moderate 1 5 0 6
Payroll Substantial 0 3 2 5
Amenity Cleansing Substantial 0 1 1 2
Cash & Receipting Substantial 0 1 0 1
Housing Benefits High 0 0 0 0
Total 12 30 13 65

*Actions raised were not risk assessed but will be followed up in line with service

requirements.

**the reports of DFGs and Payroll have been issued as draft; assurance opinion agreed
and awaiting management responses. Final report findings to be included in the final audit

opinion in June 2023.
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ANNUAL INTERNAL AUDIT OPINION 2022/23

All recommendations raised were accepted by management. Assurance opinions and risk
ratings for the individual assignments undertaken by MIAA have been mapped to the
definitions of the Council. The review of key financial systems was in progress at the time
of writing and will be finalised for the final opinion to be presented to Accounts & Audit
Committee in June 2023.

The following reviews were in progress at the time of writing and will contribute to the
2023/24 Opinion.

Section 106 Agreements

Corporate Strategy

ICT Asset Management

Data Protection Impact Assessments (DPIA)
Electoral Registration

Land Charges

The coverage highlighted above has been reported to the Accounts and Audit Committee
as part of the Progress reports provided throughout the year. The audit assignment
element of this Opinion is limited to the scope and objectives of each individual review.

Follow Up

We can conclude that the Council has made reasonable progress with regards to the
implementation of recommendations. 65 recommendations have been raised as part of
the reviews undertaken throughout 2022/23. Of these recommendations, 12 were
considered high risk.

As part of the follow-up process we receive explanations for recommendations that have
not been implemented, or not received at the time of the follow-up. We have received
appropriate explanations from management for those recommendations not implemented
and consider the revised timescales reasonable.

. Quality Service Indicators & Resources
Public Sector Internal Audit Standards (PSIAS) Self-Assessment

Internal audit work is governed by the Public Sector Internal Audit Standards (PSIAS). As
detailed within the PSIAS, “Internal Auditing is an independent, objective assurance and
consulting activity designed to add value and improve an organisation’s operations. It helps
an organisation accomplish its objectives by bringing a systematic, disciplined approach to
evaluate and improve the effectiveness of risk management, control, and governance
processes”; to which the Internal Audit Team have adopted.

The Internal Audit Service self-assessed against the Public Sector Internal Audit Standards
(PSIAS) and produced a detailed Quality Assurance Improvement Plan (QAIP) to be
embedded throughout 2022/23. The required 5-yearly external assessment (Standard
1320) took place in the autumn, and the final report issued in December 2022. The overall
assessment concluded partial compliance, which agreed with the self-assessment. The
QAIP was subsequently updated to reflect the actions raised, and at the end of March 2023,
nearly all actions were considered implemented, following which, the Internal Audit Service
will fully conform with the Standards.
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ANNUAL INTERNAL AUDIT OPINION 2022/23

Resources

Staffing issues previously experienced have been resolved throughout the 2022/23 year,
with the successful appointments to both the Internal Audit Manager and Internal Auditor
positions. The services of MIAA had previously been sought in 2021/22; with the
finalisation of these assignments in 2022/23.

Both Head of Financial Services and Internal Audit Manager are CCAB qualified (CIPFA
and FCCA respectively). The Internal Audit team consists of a further two members of
staff; both of which qualified AAT and CIPFA respectively within year.

Internal Audit Charter

The nature of the core internal auditing principles, objectives, scope and responsibilities of
both the Internal Audit Service and auditees are set out in the Internal Audit Charter, which
was approved by the Accounts & Audit Committee in April 2022. Following the PSIAS
external assessment, and to ensure full conformance with the PSIAS, the Charter was
further updated and approved by the Accounts & Audit Committee in February 2023.

Performance Indicators

Itis important that the Internal Audit Service can demonstrate effective and efficient service
delivery. The Internal Audit Manager has introduced several key performance indicators
to demonstrate not only compliance with the PSIAS, but also the impact the audit work has
on the organisation, reporting accordingly to the Accounts & Audit Committee. To support
this, the Internal Audit Manager has issued Post Audit Evaluation Questionnaires to all audit
sponsors within 2022/23, to obtain feedback on the professionalism, integrity and objectivity
of the internal audit team. The results received have been positive throughout the year and
reported to each meeting of the Accounts and Audit Committee.
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INFORMATION

RIBBLE VALLEY BOROUGH COUNCIL
REPORT TO ACCOUNTS AND AUDIT COMMITTEE

meeting date: 28 JUNE 2023
titte: STATEMENT OF ACCOUNTS 2022/23 UPDATE
submitted by: DIRECTOR OF RESOURCES
principal author: LAWSON ODDIE

1 PURPOSE

1.1 To provide Committee with an update on progress with regard to the production, publication and
external audit of the Statement of Accounts for 2022/23 and the Annual Governance Statement.

1.2 Relevance to the Council’'s ambitions and priorities:
e  Community Objectives — none identified
o Corporate priorities — to continue to be a well-managed Council, providing efficient
services based on customer need and meets the objective within this priority of maintaining
critical financial management controls, ensuring the authority provides council taxpayers
with value for money

2 BACKGROUND

2.1 At your meeting on 8 February 2023, Committee approved the Closure of Accounts Timetable
2022/23. Furthermore, on 12 April committee considered a review of our accounting policies.

2.2 The approval of the Statement of Accounts and the Annual Governance Statement is within the
terms of reference of this committee.

2.3 Both of these documents will be formally reported to committee at your meeting in September for
approval, following completion of the external audit which will be carried out by Grant Thornton
UK LLP. The audit is currently planned to be undertaken from the beginning of July onwards.

2.4 Members’ role in approval of the Statement of Accounts following the conclusion of the audit is to
demonstrate their ownership of the statements, their confidence in the Director of Resources and
Deputy Chief Executive (Section 151 Officer) and the process by which accounting records are
maintained and the statements prepared.

2.5 The outturn position for each of our committees will be reported in the next cycle of meetings and
will include details of the variances against the budget estimate. Looking forward, this will help in
the budget setting process for the 2023/24 financial year, and also in revising the estimate for the
current financial year, later in the year.

3 THE STATEMENT OF ACCOUNTS AND ANNUAL GOVERNANCE STATEMENT

3.1 Our full Statement of Accounts were signed off for audit by the Director of Resources on 2 June
2023 and were published on the council’s website in their draft, unaudited format.

3.2 Published alongside the Statement of Accounts was the draft unaudited Annual Governance
Statement, which considers the council’s governance arrangements over 2022/23, reflected upon
against the Local Code of Corporate Governance that was in place.
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https://democracy.ribblevalley.gov.uk/documents/s4479/Closure%20of%20Accounts%20Timetable%20202223.pdf
https://democracy.ribblevalley.gov.uk/documents/s4479/Closure%20of%20Accounts%20Timetable%20202223.pdf
https://democracy.ribblevalley.gov.uk/documents/s4885/Review%20of%20Accounting%20Policies%20202223.pdf
https://www.ribblevalley.gov.uk/downloads/file/3687/draft-statement-of-accounts-2022-23
https://www.ribblevalley.gov.uk/downloads/file/3688/draft-governance-statement-2022-23
https://www.ribblevalley.gov.uk/downloads/file/3688/draft-governance-statement-2022-23

3.3

3.4

41

4.2

4.3

Members will be taken through the Statement of Accounts in detail at the meeting where approval
is sought following the completion of the audit, in September. Additionally, elsewhere on the
agenda is an item in respect of training for members, and it is likely that this will include training
on the statement of accounts.

In the meantime, attached at Annex A to this report is a Grant Thornton publication ‘A Guide to
Local Authority Accounts’. Whilst this is dated March 2014, it still provides a good basic insight in
to the statements and can be read in conjunction with viewing the Statement of Accounts and
Annual Governance Statement online, prior to the meeting.

CONCLUSION

Approval of the Statement of Accounts and the Annual Governance Statement falls within the
terms of reference for this committee.

The above documents were published on the council’s website on 2 June. The external audit is
due to be undertaken from the start of July onwards.

The audited documents will be presented to committee at the end of September when they will
be explained in detail. Prior to then, there is the Grant Thornton document shown at Annex A
which should provide members with a useful insight into the Statement of Accounts and the
Annual Governance Statement. There may also be specific training for members prior to that date.

HEAD OF FINANCIAL SERVICES DIRECTOR OF RESOURCES

AA13-23/LO/AC
13 June 2023
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Introduction

This guide is designed to help members of audit committees discharge their responsibilities
for the financial statements. It aims to help them understand and challenge the accounts,

supporting notes and other statements.

Local authority audit committee members are not expected to be financial
experts, but they are responsible for approving and issuing the authority’s
financial statements. They also play a key role in ensuring accountability and
value for money are demonstrated to the public.

However, local authority financial statements are complex and can be difficult
to understand: they must comply with CIPFA’s Local Authority Code of
Practice, which is based on International Financial Reporting Standards (IFRS),
and also the requirements of accounting and financing regulations of central
government. IFRS provides a comprehensive framework (over 3,000 pages of
mandatory requirements) for the production of financial statements in the public
and private sector. This framework is continually being refined.

We have prepared this guide for members to use as part of their review of the
financial statements. It explains the key features of the primary statements and
notes that make up a set of financial statements. It also includes key challenge
questions to help members assess whether the financial statements show a true
and fair view of their authority’s financial performance and financial position.

Page 73

“It sounds extraordinary, but
it’s a fact that balance sheets
can make fascinating reading.

»

Mary Archer
British scientist

A guide to local authority accounts



Explanatory foreword

The purpose of the explanatory foreword is to provide a commentary on the financial
statements. It should include an explanation of key events and their effect on the

financial statements.

The information included in the explanatory foreword should not be a surprise and

should be familiar to you from the budget reports provided during the year. The
explanatory foreword should therefore ideally also reconcile the year end financial
position reported to members (the outturn) to the statutory financial accounts.

However, in a recent survey on governance, conducted by Grant Thornton,
40% of respondents did not agree that the explanatory foreword aids public
understanding of local government accounts. Too often, explanatory forewords
repeat key elements of the accounts and run the risk of being overly long, rather
than provide a clear commentary in plain English. This indicates there is still some
way to go before the explanatory foreword achieves its purpose.

Key financial information should be clearly explained and authorities should
consider the best way to present it. Below is an example of the presentation of
financial information that we consider to be helpful.

Children,
Customer and @ _ schools an(_i :
communities | families
£82m ' - £802m
Surrey County
Council has an

annual budget of Adult Social

Environment and BTF
infrastructure £1.7 billion Care
£147m e £412m

Business services

£98m

Central income

and expenditure

£66m Public health and
chief executive’s office

£44m
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2 A guide to local authority accounts

Challenge questions

1 Does the explanatory foreword
provide a clear summary of the
authority’s financial performance and
financial position at the year end?

2 Is the summary in line with your
expectations? Is the financial
performance in line with budget
reports? Are the key events
described in the explanatory
foreword those you expected to see?

3 Can you trace the figures to the
financial statements? Are they
consistent?

4 [f last year's figures have been
restated, is the reason clearly
explained?

5 Is there a better way that this
information could be presented
or communicated?

For more © o
information, see -
Grant Thornton's

Local Government =2
Governance > - ]
Review 2014 w -



Annual governance statement

The annual governance statement (AGS) sets out the arrangements the authority has put
in place to manage and mitigate the risks it faces when meeting its responsibilities. The
AGS should give the reader a clear sense of the risks facing the authority and the controls

in place to manage them.

While the AGS is prepared by the authority at the end of the year, it should be
built up from processes designed, run and tested throughout the year. There
should be no surprises for members of the audit committee as all of the issues
described should already have been discussed. However, surprises can occur if
the first sight of the document is not until June. We recommend making the AGS
an iterative document which is presented in draft to audit committee members
towards the end of the calendar year.

The AGS should be consistent with:

e the rest of the financial statements

e internal audit findings

o the results of any external inspections of the authority during the year.
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Challenge questions

1

Is the content of the AGS
consistent with your knowledge of
the operations of the authority over
the year?

Does the AGS succinctly describe
the control environment in an
understandable way?

In particular, does the AGS include:

e all significant risks that you were
aware of during the year?

e the actions the authority is
taking to address the identified
risks?

Only 65% of respondents
to our survey agreed that
the AGS helps the public
to understand how the
organisation manages risk.

A guide to local authority accounts



Movement 1n reserves statement

Reserves represent the authority’s net worth and show its spending power. Reserves are
analysed into two categories: usable and unusable.

4 A guide to local authority accounts

Usable reserves
¢ Result from the authority’s activities
e Can be spent in the future
¢ Include:
— general fund
— earmarked reserves
— capital receipts reserve

The level of usable reserves, the spending plans of the authority and other sources
of funding will determine how much council tax needs to be raised.
The movement in reserves statement (MIRS) analyses the changes in each
of the authority’s reserves from year to year. It should be clear to see what has
caused the movement in each reserve. The statement shows:
¢ opening balances — these should be the same as the previous year’s closing
balances

e total income or expenditure for the year — this should agree with the
comprehensive income and expenditure account

o statutory transfers between reserves — these are made as the result of
regulation

¢ voluntary transfers between reserves — these are made as the result of the

authority’s decisions

closing balances - these should agree to those on the balance sheet.

Transfers between reserves should not result in a change in the overall level
of reserves.
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Unusable reserves
¢ Derive from accounting adjustments
e Cannot be spent
e Include:
— pensions reserve
— revaluation reserve
— capital adjustment account

Statutory transfers are adjustments that are made to usable reserves to:
® remove transactions that are required by accounting standards
¢ add transactions required by statute.

For example, accounting standards require depreciation to be charged to the
general fund to represent the cost of assets used in the delivery of services.
Statute requires that all capital transactions are removed from the general fund.
Depreciation is therefore taken out of the general fund and replaced with the
minimum revenue provision (MRP). The MRP represents the authority’s estimate
of how much it should contribute to capital expenditure each year and is
approved by members at the start of every year.

Voluntary transfers include the earmarking of reserves. Members may choose
to earmark reserves, putting aside cash to deliver specific longer-term objectives,
such as the replacement of vehicles, plant and equipment. The purpose and usage
of each earmarked reserve should be clearly set out.
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Challenge questions

1

For more
information, see
Grant Thornton’s
Approving the
MRP Policy

Are the movements in the two
types of reserves shown in
separate tables?

Do the opening balances agree with
last year? Have any restatements
been clearly explained?

Do the figures in the MIRS agree
to the comprehensive income and
expenditure statement?

Can you trace the figures in the
MIRS to the relevant notes? Do the
notes adequately explain the major
movements?

Are the purposes of the material
earmarked reserves consistent with
the authority’s objectives and the
authority’s decisions?

A guide to local authority accounts



Comprehensive income
and expenditure statement

The comprehensive income and expenditure statement (CIES) reports on how the authority
performed during the year and whether its operations resulted in a surplus or deficit.

The CIES is sometimes described as a “film’ of all the transactions in the year.

It includes cash payments made to employees and for services, as well as non-cash
expenditure such as depreciation and accruals. It also shows all sources of income
received and accrued in the year. Accrued expenditure represents the value of
goods or services received by the authority by 31 March which have not been paid.
Similarly, accrued income represents income due, but not yet received.

The CIES shows the accounting position of the authority before statutory
overrides are applied. It analyses income and expenditure based on services.

This means that it does not have the same headings you see in commercial
financial statements.

The standard format of the CIES means that it will differ from the layout in
your budget book, which will be based on your authority’s own activities and
internal reporting needs. A note to the accounts should reconcile the figures
reported internally to those included in the CIES.
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Five broad sections within the CIES

Cost of services

Presented in a standardised format as set out by the 'Service
reporting code of practice for local authorities'. Includes service
specific income and expenditure. Any large and/or unusual items
which may affect the reader's view of the accounts should be
disclosed separately.

Other operating income
and expenditure

Includes the surplus or deficit from the sale of property, plant and
equipment.

Financing and investment
income and expenditure

Includes interest payable and receivable.

Taxation and general
grant income

Includes revenue from council tax and the revenue support grant.

Other comprehensive
income and expenditure

[tems which are not allowed to be accounted for elsewhere in the
CIES, such as increases in the value of land and buildings and
changes in the actuarial assessment of pension liabilities.
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Challenge questions

1 Does the CIES reflect the
financial performance of your
authority as you know it?

2 Have there been significant
changes year on year? If so,
are these clearly explained?

3 Is there a detailed note to
reconcile the CIES to budget
reports? Is it easy to find? Can
you trace the figures through?

A guide to local authority accounts
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Balance sheet

The balance sheet is a “snapshot’ of the authority’s financial position at a specific point
in time, showing what it owns and owes at 31 March.

The balance sheet is always divided into two halves that should, as the name

suggests, balance:

* assets less liabilities (the top half)
* reserves (the bottom half).

Non current assets

including:

e property, plant
and equipment

¢ heritage assets

¢ intangible assets

¢ investment

property

Non-current assets have a life of more than one year. For most
authorities the biggest balance by far is property, plant and equipment.
These are tangible assets that are used to deliver the authority's
objectives. With some exceptions they need to be shown at a value
based on market prices. Changes in valuations are matched by changes
in reserves (generally the revaluation reserve). The cost of property,
plant and equipment is spread over the period in which it is used by
charging depreciation.

Current assets

Includes cash and other assets that, in the normal course of business,
will be turned into cash within a year from the balance sheet date. Other
assets include investments, non-current assets held for sale, inventories
and debtors.

Current liabilities

Comprises short-term borrowing, trade creditors, amounts owed to
other government bodies and receipts in advance. Receipts in advance
arise when the authority receives income this year for expenditure it will
incur, or services it will provide, in future years.

Long-term liabilities

Includes borrowings, any amounts owed for leases and private finance
initiative (PF1) deals. There will also be an estimate for the cost of
meeting the authority's pension obligations earned by past and current
members of the pension scheme.

Provisions Represent future liabilities of the authority, but there is uncertainty about
how much the authority owes or when it will have to pay.
Reserves These are usable and unusable reserves.

D la¥al
Page ol

8 A guide to local authority accounts

Challenge questions

1

Have any significant changes
between years been sufficiently
explained?

Are there clear references to
the notes where more detailed
information is available?

Are the changes in property,

plant and equipment what you
would expect, based on any
major disposals of assets, the
authority’s capital programme and
movements in market prices?

Are movements in investments
and borrowing consistent with the
authority’s treasury plans and with
the cash movements in the cash
flow statement?

Are the reasons for provisions
and details of how they have been
calculated clearly shown?

Do the reserves in the balance
sheet agree to the balances in the
movement in reserves statement?



Other statements

A number of other statements will be included within the financial statements, though not
all will be relevant to every authority.

Cash flow statement Sets out the authority's cash receipts and payments during the year,

analysing them into operating, investing and financing activities. Challenge queSthHS
Cash flows are related to income and expenditure, but are not equivalent 1 Have any significant changes
to them. The difference arises from the accruals concept, whereby between years been sufficiently
income and expenditure are recognised in the CIES when the transactions explained?

occurred, not when the cash was paid or received.
P 2 Are there clear references to

The Local Authority Code of Practice allows two different methods the notes where more detailed
of presentation to be used, and therefore formats may vary between information is available?
neighbouring authorities. :

Collection fund Shows the transactions in respect of council tax and business rates during
the year.

Housing revenue Shows the transactions in respect of council housing during the year. It is

account ring-fenced, so it cannot subsidise or be subsidised by other activities.

Pension fund accounts Included within the financial statements of a pension fund administering
authority, such as a county or unitary council. Shows the transactions and
net assets/liabilities of the pension fund as a whole.

Group accounts Prepared if the authority has a significant subsidiary, such as a local
authority trading company. Shows the combined income and expenditure
and balances of all the constituent bodies.
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Additional disclosures

The notes to the financial statements are generally the least read part of any set of accounts.
This is because they appear complicated and are rarely written in plain English.

However, additional disclosures include important information and provide the

context for the figures in the primary financial statements.

Accounting policies

Set out the accounting rules the authority has followed in compiling its financial

statements, for example that land and buildings are shown at valuation rather

than at cost. They are largely specified by International Financial Reporting

Standards and the Local Authority Code of Practice. Authorities have limited

discretion to amend them, but should:

¢ provide additional information where needed

* remove accounting policies that are not relevant or apply to immaterial
amounts.

Critical judgments

Show the key areas where officers have made judgements about the application
of accounting policies. For example:

e classification of leases and public finance initiative (PFl) schemes

e dentification of provisions

e impairment of assets.

The aim is to highlight key areas of the accounts where others may have made
different judgments about the accounting treatment.

Estimates

The authority may need to use estimates to value assets, liabilities and
transactions. The major sources of estimation uncertainty should be disclosed if

there is a significant risk the estimate will need to be materially adjusted next year.

Property, plant and
equipment

Details about assets acquired and disposed of during the year, whether they
have been revalued, the impact of any changes in value and the amount of
depreciation charged.

Leases and PFI

Set out how much will be paid annually to leasing companies and how much will

schemes be paid in total over the lifetime of the agreement.

Employee Details of the pay of the most senior officers, all officers’ remuneration,

remuneration disclosed in bands, and the cost of any redundancies. Other notes show the
annual cost and cumulative liabilities of pensions.

Contingent Details of possible costs that the authority may need to meet, but has not

liabilities charged to the CIES because it thinks that it will probably be able to avoid

them. The most common contingent liability is ﬁjﬁgﬂé@irﬁo
L) \AU\I N
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Challenge questions

1

Have you already seen and been
able to comment on the proposed
accounting policies?

Are you comfortable with the
critical judgements disclosed?

Do the figures reported in the
financial statements agree to those
included in the relevant notes?

Are the notes easy to find and
follow?

Is too much information included?
Could it be better presented?



And finally...

Once you have completed your review of the detail, you may wish to reflect upon the
financial statements as a whole and what could be done to improve the process for

future years.

About the financial statements

1 Are they clear, concise and easy to follow?
2 Are they presented in the best format? Could graphs or
diagrams be used to help explain information more easily?
3 Is detailed information on the most important items easy
to find?
4 Are technical terms explained in plain English? Is there
a glossary?
5 Isitclear how a reader could find out more information?
6 Where are the accounts to be published? Are they easy
to find?

For more
information, see
Grant Thornton'’s
Declutter your
accounts - top @
10 tips '

CIPFA's Financial CIPRA.
statements: a
good practice
guide for local
authorities

financial
statements

8
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About the process

1

2

3

Does your authority recognise that producing robust
financial statements is important for strong financial
governance?

Has your authority set targets to produce shorter, clearer,
earlier financial statements?

What support can you give your officers to meet these
challenges? Do they have sufficient resources? Are they
given enough support from senior management?

What support do you need to help you discharge your
responsibilities? Are there any areas in which you need
training?

A guide to local authority accounts 11



About us

Dynamic organisations know they need to apply both reason and instinct to decision
making. At Grant Thornton, this is how we advise our clients every day. We combine
award-winning technical expertise with the intuition, insight and confidence gained from
our extensive sector experience and a deep understanding of our clients.

Grant Thornton UK LLP is a leading business and financial
adviser with client-facing offices in 25 locations nationwide.
While we understand regional differences and can respond to
needs of local authorities, our clients can also have confidence
that our team of local government specialists is part of a firm
led by more than 185 partners and employing over 4,200
professionals, providing personalised audit, tax and specialist
advisory services to over 40,000 clients.

Grant Thornton has a well established market in the
public sector, and has been working with local authorities
for over 30 years. We are the largest employer of CIPFA
members and students and our national team of experienced
local government specialists, including those who have held
senior positions within the sector, provide the growing
range of assurance, tax and advisory services that our clients
require.

We are the leading firm in the local government audit
market, and are the largest supplier of audit and related
services to the Audit Commission, and count 40% of local
authorities in England as external audit clients.

We also audit local authorities in Wales and Scotland via
framework contracts with Audit Scotland and the Wales
Audit Office. We have over 180 local government and related
body audit clients in the UK and over 75 local authority
advisory clients. This includes London boroughs, county

councils, district councils, city councils, unitary councils and
metropolitan authorities, as well as fire and police authorities.

This depth of experience ensures that our solutions are
grounded in reality and draw on best practice. Through
proactive, client-focused relationships our teams deliver
solutions in a distinctive and personal way, not pre-packaged
products and services.

Our approach combines a deep knowledge of local
government, supported by an understanding of wider public
sector issues, drawn from working with associated delivery
bodies, relevant central government departments and with
private-sector organisations working in the sector.

We take an active role in influencing and interpreting
policy developments affecting local government and
responding to government consultation documents and
their agencies. We regularly produce sector-related thought
leadership reports, typically based on national studies, and
client briefings on key issues. We also run seminars and
events to share our thinking on local government and, more
importantly, understand the challenges and issues facing
our clients.
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~Contact us

Paul Dossett -

Head of local government
T020 7728 3180

E paul.dossett@uk.gt.com

London, South East and Anglia
Darren Wells :

- Director

T 01293 554120
E darren.j.wells@uk.gt.com

South West
Liz Cave
Director :
TO0117 395 7885 -
' E liz.a.cave@uk.gt.com

Kathryn Sharp

Author

T 01293 554086

E kathryn.e.sharp@uk.gt.com

Wales

Barrie Morris

Director

T0117 305 7708

E barrie.morris@uk.gt.com

Midlands

Mark Stocks -
Director

T 0121 232 5437

E mark.c.stocks@uk.gt.com

North

Mike Thomas

Director

T0l61 214 6368

E mike.thomas@uk.gt.com

Scotland

Gary Devlin

Director :

T 0131 659.8554

E gary.j.devlin@uk.gt.com
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Agenda Item 11

RIBBLE VALLEY BOROUGH COUNCIL INFORMATION
REPORT TO ACCOUNTS AND COMMITTEE

meeting date: 28 JUNE 2023
titte: INDUCTION TRAINING FOR MEMBERS OF ACCOUNTS AND AUDIT
COMMITTEE
submitted by: DIRECTOR OF RESOURCES AND DEPUTY CHIEF EXECUTIVE
principal author: JANE PEARSON

1 PURPOSE

1.1 To inform members of the need to arrange an Induction training session for members on
the role of this Committee.

2 BACKGROUND

21 Why do authorities have an audit committee?
Local government bodies are expected to meet high standards of governance and
accountability. An audit committee provides a specialist forum to support and monitor the
authority in the areas of governance, risk management, external audit, internal audit,
financial reporting, and other related areas. There are a number of statutory duties,
regulations, and standards relating to financial reporting, governance, and audit that the
authority must comply with, and an audit committee is best placed to oversee these.

2.2 Audit committees are a key component of an authority’s governance framework. Their
purpose is to provide an independent and high-level focus on the adequacy of the Council’s
governance, risk and control arrangements.

2.3 The committee’s role in ensuring that there is sufficient assurance over governance risk and
control gives greater confidence to all those charged with governance (Full Council) that
those arrangements are effective. The committee has oversight of both internal and external
audit together with the financial and governance reports, helping to ensure that there are
adequate arrangements in place for both internal challenge and public accountability.

24 The Chartered Institute of Public Finance and Accountancy has issued some very useful
practical guidance on the role of Audit Committees and their members. This is attached at
Annex 1. CIPFA has also issued Local authority audit committees (cipfa.org).

3 INDUCTION TRAINING

3.1 We would like to arrange some training for all members of this Committee to ensure you are
equipped to carry out your role.

3.2 Our external auditors Grant Thornton have agreed to assist in providing the training.
3.3  We will discuss possible dates with you at your meeting.
4 CONCLUSION

4.1 It is essential that all members of this Committee receive the necessary training to enable
you to carry out your role. This training will be arranged in-house with the necessary staff
involved.

Director of Resources and Deputy Chief Executive
AA16-23/JP/AC
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Introduction to the
new guidance

As a member of your authority’s audit committee, you play an important role in the good
governance of the authority. The audit committee contributes to its overall success by examining
how its arrangements for decision making, consideration of risk and operations work. The
committee has a unique view — one that is non-political. Instead of focusing on policy and decision
making, it examines the ‘engine’ of the authority — how things get done. Most importantly, it shines
a light on areas where things might be missed or need to adapt or improve.

To be a success, your audit committee must have a good grasp of its role and responsibilities. It
will also need to follow some good practice principles. These are set out in the CIPFA Position
Statement on Audit Committees.

The aim of this practical guide is to support you in your time as an audit committee member.

This section of CIPFA’s guidance is for members of an audit committee in an authority. It will
support both elected members and co-opted independent members (also known as lay members)
to understand the purpose of the committee and its functions and their responsibilities as
members of the committee. It will link to other sections of CIPFA’s guidance, which will provide
additional resources.

FURTHER SECTIONS OF CIPFA'S GUIDANCE

The 2022 edition of Audit Committees: Practical Guidance for Local Authorities and Police builds
on previous editions but aims to better target the guidance at the most appropriate audience. This
section is aimed directly at audit committee members in local authorities. A separate section covers
the same material but for police audit committees.

Guiding the audit committee is a supplement to the member guide. It is aimed at those who
support the committee, helping them to ensure that its operations are in accordance with the
appropriate legislation and good practice. It also includes links to additional resources that
are relevant for the committee’'s work. Audit committee members may also wish to access
this supplement.

There are several appendices available, including example terms of reference, improvement tools
and a knowledge and skills framework. These are available across all parts of this publication.
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The purpose of audit
committees

Purpose of the audit committee

Audit committees are a key component of an authority’s governance framework. Their purpose is to provide
an independent and high-level focus on the adequacy of governance, risk and control arrangements. The
committee’s role in ensuring that there is sufficient assurance over governance risk and control gives greater
confidence to all those charged with governance that those arrangements are effective.

The committee has oversight of both internal and external audit together with the financial and governance
reports, helping to ensure that there are adequate arrangements in place for both internal challenge and
public accountability.

Impact

As a non-executive body, the influence of the audit committee depends not only on the effective
performance of its role, but also on its engagement with the leadership team and those charged with
governance.

The committee should evaluate its impact and identify areas for improvement.

CIPFA Position Statement 2022

HOW THE AUDIT COMMITTEE SUPPORTS OVERALL GOVERNANCE WITHIN
THE AUTHORITY

The overall aim of good governance is to align the authority’s processes and structures with the
attainment of sustainable outcomes. In practice, this means ensuring that:

e resources are directed in accordance with agreed policy and according to priorities
e thereis sound and inclusive decision making
e there is appropriate stewardship of public assets and resources

e thereis transparency and clear accountability for the use of resources in order to achieve
desired outcomes for service users and communities.

Governance for the sector is defined in Delivering Good Governance in Local Government:
Framework (CIPFA/Solace, 2016) as follows:

e  Governance comprises the arrangements put in place to ensure that the intended outcomes
for stakeholders are defined and achieved.

e To deliver good governance in the public sector, both governing bodies and individuals
working for public sector entities must try to achieve their entity’s objectives while acting in the
public interest at all times.

Good governance is ultimately the responsibility of the governing body (the full council or
equivalent), as well as those with leadership roles and statutory responsibilities in the organisation,
including the elected mayor (where applicable), chief executive, the chief financial officer (CFO)
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and the monitoring officer. In local government, the governing body is the full council or authority.
Putting good governance into practice requires both members and officers to play their part.

The audit committee should play a key role in supporting the discharge of those responsibilities by
providing a high-level focus on audit, assurance and reporting. In local government, the authority
sometimes delegates specific governance responsibilities, though CIPFA’'s recommendation is that
the audit committee should remain an advisory committee.

As a key component of an organisation’s governance arrangements, the audit committee has the
potential to be a valuable resource for the whole authority. Where it operates effectively, an audit
committee adds value to its authority by supporting improvement across a range of objectives. To
achieve wide-ranging influence, an audit committee will need commitment and energy from the
membership, together with support and openness from the authority.

The principal areas where the committee can exert influence and add value are:

e aiding the achievement of the authority’s goals and objectives by helping to ensure
appropriate governance, risk, control and assurance arrangements

e  promoting the principles of good governance and how they are applied during decision
making

e raising awareness of the need for sound internal control and contributing to the development
of an effective control environment

e  supporting arrangements to govern risk and for effective arrangements to manage risk

e advising on the adequacy of the assurance framework and considering whether assurance is
deployed efficiently and effectively across the authority

e reinforcing the objectivity, importance and independence of both internal and external audit
and supporting the effectiveness of the audit functions

e  supporting the development of robust arrangements for ensuring value for money

¢ helping the authority to implement the values of ethical governance, including effective
arrangements for countering the risks of fraud and corruption

e  promoting measures to improve transparency, accountability and effective public reporting to
the authority’s stakeholders and the local community.

The influence that an effective audit committee can have in these areas is set out in Figure 1.
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Figure 1: The influential audit committee
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CIPFA's view is that audit committee functions can be most effectively delivered by a dedicated
audit committee. Such a committee provides a key resource to support the implementation of good
governance standards. It is possible for the functions of an audit committee to be undertaken by
other committees, but a dedicated resource is likely to be more knowledgeable and effective, with
more time to focus on these important issues.
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The core functions of an
audit committee

The core functions of audit committees should reflect both standard practice for audit committees
across all sectors and the specific legislative and professional standards requirements for
local authorities.

This chapter identifies the core areas of business for an audit committee and explains why they
are important. The way the audit committee works must align with legislation and recommended
guidance for some of these areas. This guidance is consistent with the requirements and key
references are identified. Guiding the audit committee provides further details where required,
together with links to additional resources.

The Position Statement sets out the core functions of the audit committee as follows.

Maintenance of governance, risk and control arrangements

Support a comprehensive understanding of governance across the organisation and among all those
charged with governance, fulfilling the principles of good governance.

Consider the effectiveness of the authority’s risk management arrangements. It should understand the
risk profile of the organisation and seek assurances that active arrangements are in place on risk-related
issues, for both the body and its collaborative arrangements.

Monitor the effectiveness of the system of internal control, including arrangements for financial
management, ensuring value for money, supporting standards and ethics and managing the authority’s
exposure to the risks of fraud and corruption.

Financial and governance reporting

Be satisfied that the authority’s accountability statements, including the annual governance statement,
properly reflect the risk environment, and any actions required to improve it, and demonstrate how
governance supports the achievement of the authority’s objectives.

Support the maintenance of effective arrangements for financial reporting and review the statutory
statements of account and any reports that accompany them.

Establishing appropriate and effective arrangements for audit and assurance

Consider the arrangements in place to secure adequate assurance across the body’s full range of
operations and collaborations with other entities.

In relation to the authority’s internal audit functions:

— oversee its independence, objectivity, performance and conformance to professional standards
— support effective arrangements for internal audit

— promote the effective use of internal audit within the assurance framework.

Consider the opinion, reports and recommendations of external audit and inspection agencies and their
implications for governance, risk management or control, and monitor management action in response
to the issues raised by external audit.

Contribute to the operation of efficient and effective external audit arrangements, supporting the
independence of auditors and promoting audit quality.

Support effective relationships between all providers of assurance, audits and inspections, and the
organisation, encouraging openness to challenge, review and accountability.
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The Position Statement sets out the core functions of the audit committee. Essentially, the
responsibilities of the committee fall into three broad areas:

1 Supporting the establishment and maintenance of good governance, risk management and
control arrangements.

2 Supporting accountability and public reporting, in particular the financial statements and
the annual governance statement, and other statements that accompany the financial
statements.

3 Supporting the establishment and maintenance of good arrangements for internal audit and
external audit.

It's important to understand each area, and each area complements and supports the others. To
be effective, the audit committee will need to operate across all areas and not just focus on one or
two aspects.

The remainder of this section explains each of these areas in more detail. Guiding the audit
committee provides more details on legislation, standards and supporting resources.

MAINTENANCE OF GOVERNANCE, RISK AND CONTROL ARRANGEMENTS

Good governance

Local authorities should actively apply the framework of good governance (Delivering Good
Governance in Local Government: Framework (CIPFA/Solace, 2016)) (‘the Framework’) and the
seven principles of good governance. The audit committee plays an important role in supporting
the Framework, not least with its approval of the annual governance statement (AGS), which
should align with the Framework. CIPFA recommends that authorities should have a local code of
governance to clearly explain how their arrangements are consistent with the principles of good
governance. Where there isn't a local code, this information will be available through several
sources. Whether or not there is a code, the committee should be able to understand what the
authority's arrangements for governance are.

To provide a meaningful review of the AGS, audit committee members should be able to draw
on their knowledge of the governance arrangements and on assurances they have received
during the year. The audit committee should undertake the following activities to discharge their
responsibilities:

e Review the local code of governance and any changes to the arrangements in the year (note
it is not the responsibility of the audit committee to establish any local code, but it should be
consulted).

e  Ensure that a framework of assurance underpins the AGS (see Assurance and audit
arrangements for more details on assurance planning).

e  Over the course of the year, receive reports and assurances over the application of the
governance arrangements in practice.

e Review the governance arrangements being put in place for major developments, such as the
establishment of a collaborative arrangement or trading company.

. Monitor implementation of action plans or recommendations to improve governance
arrangements.

e  Consider how the organisation applies governance principles in practice during the
committee’s review of other agenda items.
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Given its role in overseeing the local code of governance and the AGS, the audit committee can
promote the implementation of good governance across the authority to make things better in

the future, not just review what happened in the past. For example, the committee may make
recommendations for action to senior management or refer matters to other committees. The limits
to the decision-making powers of audit committees are considered in more depth in Independence
and accountability.

Where an authority is found to have failed in its statutory obligations to provide best value, the
government has the power to intervene. The audit committee is one mechanism an authority
should have in place to identify, escalate and oversee the improvement of any governance
weaknesses to avoid the necessity of government intervention.

Further details on the AGS and the committee’s role in reviewing it are included later in
Accountability and public reporting.

Ethical framework

Public sector entities are accountable for not only how much they spend but also how they use
the resources they have been entrusted with. This is at the heart of Principle A of the governance
framework:

Behaving with integrity, demonstrating strong commitment to ethical values, and
respecting the rule of law.

With its core role in supporting good governance, support for the ethical framework of the authority
is also important for the audit committee. In addition, authorities have an overarching mission to
serve the public interest in adhering to the requirements of legislation and government policies.
This makes it essential that the entire authority can show the integrity of all its actions and has
mechanisms in place that encourage and enforce a strong commitment to ethical values and legal
compliance at all levels. As part of its review of governance arrangements, the audit committee
should be satisfied that there are adequate arrangements for achieving this.

All authorities should have regard to the Seven Principles of Public Life, known as the
Nolan Principles:

e  Selflessness

. Integrity

e  Objectivity

e  Accountability
. Openness

. Honesty

. Leadership

The authority will have specific arrangements in place to oversee and operate standards, such as a
standards committee, and the audit committee will not duplicate its responsibilities. Instead, its role
is to oversee the arrangements that are in place to establish and maintain ethical standards and to
obtain assurance over them. This supports the AGS.

Assurance over ethics will come from internal audit or from other sources of assurance, particularly
for the annual review underpinning the AGS.
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Risk management

Assurance over risk management will be a key element underpinning the AGS. The audit committee
also needs a good understanding of the level of assurance the risk management arrangements
provide when it reviews the risk-based internal audit plan or reviews other assurances on areas

of risk.

The role of the audit committee in relation to risk management covers three major areas.

1 Assurance over the governance of risk, including leadership, integration of risk management
into wider governance arrangements and the ownership of and accountability for risks.
Specifically, this includes:

—  overseeing the authority’s risk management policy and strategy and their implementation
in practice

—  overseeing the integration of risk management into the governance and decision-making
processes of the organisation

—  ensuring that the AGS is an adequate reflection of the risk environment.
2 Keeping up to date with the risk profile and the effectiveness of risk management actions by:

—  reviewing arrangements to co-ordinate and lead risk management (an example of such
an arrangement is the existence of a group to examine, challenge and support the risk
assessment process to ensure consistency across the organisation)

—  reviewing the risk profile and keeping up to date with significant areas of strategic risks,
major operational risks or major project risks and seeking assurance that these are
managed effectively and owned appropriately (the committee should avoid duplication of
risk monitoring and scrutiny undertaken by other committees)

—  seeking assurance that strategies and policies are supported by adequate risk
assessments and that risks are being actively managed and monitored

—  following up risks identified by auditors and inspectors to ensure they are integrated into
the risk management process.

3 Monitoring the effectiveness of risk management arrangements and supporting the
development and embedding of good practice in risk management by:

—  overseeing any evaluation or assessment of the body’s arrangements, such as a risk
maturity assessment or risk benchmarking

—  reviewing evaluation, assurance and audit reports on risk management and monitoring
progress on improvement plans.

Acting as a risk committee

Local government bodies do not usually establish a dedicated committee with responsibility for risk
management. Instead, committees such as policy and resources, cabinet or scrutiny are likely to
play a role in the oversight of individual risks and the adequacy of the risk response. The leadership
team, including the executive member body, will take the lead in establishing the risk appetite of
the authority. The audit committee should understand the roles played by other committees to
avoid duplication and confusion with its own role.

Where other member bodies do not actively review key risks, the audit committee could take on
additional functions involving more in-depth reviews of risks. In doing so, the committee should be
mindful of when it is acting as a risk committee rather than just as an audit committee.
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These functions could include:

e reqgular reviews of risk registers, particularly strategic risks, and significant operational risks to
consider their adequacy and effectiveness in capturing and assessing risks

e risk challenge to evaluate whether planned mitigations are appropriate and effective, making
recommendations to the responsible risk owner where appropriate

e identifying dependencies or links between risks and considering if the planned mitigations
recognise this

e considering if risks have been escalated appropriately and in a timely manner

e  supporting the leadership team in their review of risk appetite, though the final decision should
remain with the leadership team.

The audit committee’s terms of reference should make it clear whether risk committee roles
are included.

Internal controls

The leadership team and the service managers within the authority are responsible for putting in
place appropriate internal control arrangements. The aims of internal controls are to:

e manage risks
e allow agreed policies and processes to be put into practice.

In doing these two things, an effective ‘internal control framework’ will make it more likely that the
authority’s objectives will be achieved. The internal control framework is a way of describing the
complete set of controls that management have put in place.

Controls may take different forms according to the risks that they are intended to manage and their
purpose. Some examples of controls include the following:

e  Access controls within an [T system determine who has access to that application and the
available functions and data (a preventative control).

e  Procurement rules, guidance and relevant training may be used to ensure that procurement
decisions are within the law and achieve best value (a directive control).

e  An exception report identifies outlier transactions in a process for review and approval by
management (a detective control).

e  Procedures to ensure that a copy of data is kept secure and away from the primary system to
allow for recovery (a corrective control).

The control framework will include many corporate arrangements such as an authority’s financial
regulations, contract standing orders and human resources policies, as well as service-specific
controls embedded within a range of policy documents, guidance notes, training manuals and
instructions. Some authorities use a structured framework to classify their control frameworks.
Some controls are fundamental to a system; often, they are described as ‘key controls’.

The effectiveness of the internal control framework should be considered as part of the annual
review on governance. Where there are significant control failures, or an overall weakness in the
framework, then it should be considered for disclosure in the AGS. CIPFA’s Financial Management
Code (FM Code) (2019) provides a set of principles covering the operation of financial management
throughout the authority to help ensure that internal financial controls operate effectively.
Assurance over the level of compliance with the FM Code should be considered as part of the
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The head of internal audit's annual opinion (see Internal audit) will provide an annual opinion
covering the framework of internal control alongside that of risk management and governance. This
too will inform the AGS. Reports from internal audit and external audit will provide assurance on
the adequacy of specific controls.

Historically, internal audit and the audit committee were expected to focus most on financial
controls, but today the focus of both will encompass a much broader set of controls.

While a range of internal controls are essential, the audit committee should be conscious that too
many controls could result in greater inefficiency or ineffectiveness in an operation. Controls may
also become outdated or otherwise no longer fit for purpose. Introducing new controls may incur
additional costs or other resources. The committee should strive to ensure that the authority has an
appropriate level of internal control linked to the authority’s attitude to risk.

Value for money and best value arrangements

Making best use of resources is a key aim for all local authorities and is part of the governance
framework. One of the behaviours and actions that underpins Principle C of the Framework is
“delivering defined outcomes on a sustainable basis within the resources that will be available”.
Making best use of resources is an essential enabler to achieving the goals and objectives that the
authority has set for itself.

Like other aspects of the committee’s responsibilities, the primary focus is on the authority’s
arrangements for ensuring value for money rather than reviewing the actual performance achieved.
This means seeking assurance that the authority has put in place the right mechanisms and is
actively pursuing better value for money.

When planning work in relation to value-for-money arrangements, the audit committee should be
mindful of what other committees may do. There is a potential overlap with the work of the scrutiny
function, so care will be needed to avoid duplication. For example, a scrutiny committee may receive
performance reports that show performance against a dashboard of indicators or may benchmark
performance against other bodies.

Using this information, the scrutiny committee will challenge whether the authority is on track to
achieve its performance targets and meet its objectives. They will highlight areas where value for
money may be an issue. The audit committee will first focus on the overall arrangements that are
being put in place to achieve value for money. They will receive assurances, from internal audit or
from other sources of assurance, on how effectively those arrangements work in practice. As a result
of the work of the audit committee, areas of concern about value for money may be identified and
recommendations for further action or investigation made.

The audit committee will see references to value for money as part of other areas within its terms
of reference. For example:

e Internal audit reports may highlight a value-for-money risk as part of a wider assurance
review. It may feature in the head of internal audit’s annual opinion.

e  The AGS should include reference to how effectively the value-for-money aspect of
governance is operating in practice. A value-for-money concern could be included as a
recommendation for action if it were significant.

e  Output from the risk management arrangements may highlight risks to value for money.

One major area where the audit committee will receive assurance on the adequacy and effectiveness
of value-for-money arrangements is from the authority’s external auditors. Across the UK, the
different audit arrangements have resulted in differences in how value for money and best value are
considered by the auditors. Further details of @@_‘rg@e}@r? set out in Guiding the audit committee.
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Countering fraud and corruption

Local authorities have responsibilities for the effective stewardship of public money and for
safeguarding against losses due to fraud and corruption. If money is misdirected or assets lost to
fraud, it means that limited budgets are less able to meet service demands and fulfil the authority’s
objectives. When any authority experiences a significant fraud or case of corruption, it damages
public perception of that authority and undermines public trust. Effective counter fraud and anti-
corruption arrangements also relate to the ethical standards that the public expects members and
officers to uphold.

The audit committee should have oversight of the authority’'s arrangements for managing the risks
from fraud and corruption, providing assurance that they are fit for purpose. The arrangements
should extend beyond having the facility to investigate an allegation or other evidence of fraud. It
should include a much broader strategy and understanding of the risks. Guidance on establishing
such arrangements is available to authorities in the CIPFA Code of Practice on Managing the
Risk of Fraud and Corruption (2014).

Oversight of counter fraud plans and availability of resources and their effectiveness are key areas
for obtaining assurance. Specific actions should include:

e reviewing the counter fraud strategy and considering whether it meets
recommended practices

e  championing good counter fraud and anti-corruption practice to the wider organisation

e reviewing the fraud risk profile and estimate of fraud losses or potential harm to the
organisation and its local community

e reviewing the annual counter fraud plan of activity and resources, seeking assurance that it is
in line with the strategy and fraud risk profile

e monitoring the overall performance of the counter fraud function

e overseeing any major areas of fraud identified and monitoring action plans to address control
weaknesses

e consideration of assurance provided by internal audit.

The CIPFA guidance on the AGS recommends that the adequacy of counter fraud arrangements is
evaluated and reported in the AGS using the counter fraud code. The audit committee should have
sight of the assurances underpinning this assessment and can play an important role in supporting
the development of effective counter fraud and corruption practice.

Arrangements for partnerships, collaborations and subsidiaries

Authorities commonly have a wide range of partnership and collaborative arrangements, including
strategic relationships with other public sector organisations, shared service arrangements,
commercial relationships with private sector partners and a range of service delivery arrangements
with community groups or social enterprises. Authorities may also be the accountable body for
local enterprise partnerships (LEPs). Increasingly, authorities have subsidiary arrangements such as
commercial trading companies.

Ensuring the adequacy of governance and risk management over such arrangements can be
complicated, but it is important, as accountability for performance and stewardship of the public
funds involved remains with the authority. For these reasons, the role of the audit committee in
relation to these arrangements should be clearly defined.
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The audit committee’s role should be to consider assurances on whether the partnership or
collaboration arrangements are satisfactorily established and are operating effectively. The
committee should satisfy itself that the principles of good governance underpin the partnership
arrangements. For example, the audit committee should seek assurance that the authority has
appropriate arrangements to identify and manage risks, ensure good governance, and obtain
assurance on compliance. The committee may also want to know what arrangements have been
put in place to maintain accountability to stakeholders and ensure transparency of decision making
and that standards of probity are maintained.

For subsidiary arrangements such as the establishment of a trading company, the audit committee
will also need to receive assurances that the governance, risk and control arrangements of the
authority’s oversight of the company are robust.

Where an authority is developing new partnership or collaboration arrangements, the audit
committee may wish to receive assurance over governance matters at the project stage. When
reviewing the proposed structure, the committee should consider whether the authority has the
necessary expertise, advice and training in place to take on new governance roles.

It is also important that the committee clarifies its own responsibilities in relation to the governance
arrangements of the new service delivery organisation. Will they act as the audit committee for the
new structure, for instance?

The audit committee should consider assurances that underpin the AGS to make sure that
partnerships are covered. Where a partner organisation (such as a shared service entity) does not
have its own audit committee, then the audit committee could be nominated to undertake this role.
This is most likely for the audit committee of the accountable body to support the CFO.

ACCOUNTABILITY AND PUBLIC REPORTING

Public bodies must operate transparently, and being accountable to the public and stakeholder
groups is a fundamental aspect of governance arrangements. The audit committee plays a key
role in supporting the body's accountability for the use of public money and for the way it is
governed. While other public reports are also available, the annual financial reports and the annual
governance statements are important accountability statements that are mandated by legislation
and guided by professional standards. These accountability statements are the responsibility

of those charged with governance, but the audit committee will play a key role in reviewing the
arrangements that underpin them and reviewing the statements themselves.

Financial reporting

Local government bodies are required to produce their statutory statements of accounts in
accordance with professional accounting standards to ensure a consistent approach and
appropriate treatment. This provides confidence to the user in the financial results. The accounting
standards are determined by CIPFA/LASAAC and are set out in the Code of Practice on Local
Authority Accounting in the United Kingdom, updated annually. These standards must
incorporate both International Financial Reporting Standards (IFRS) and any adaptations or
interpretations necessary for the local government context and local government legislation. A
particularly important part of this is the legislative framework that changes what is charged to a
revenue account under accounting standards (IFRS) to mitigate or manage the impact of those
standards on council taxpayers. As a result, the accounts have an extra layer of complexity that an
organisation such as a limited company would not have.

The primary users of financial statements are the recipients of the local services provided and
their representatives, together with the provi?ﬁrs of the resources required to deliver those
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services. Local authority members and Members of Parliament are primary users of local authority
financial statements in their capacity as representatives of the interests of service recipients and
resource providers.

CIPFA’s Guide to Local Government Finance (2019) sets out details of accounting concepts and
principles that underpin the financial reports. The key financial statements are as follows:

Key statements in annual accounts

Comprehensive Income This is where all the income and expenditure of the authority is recorded in line

and Expenditure with accounting rules. This statement is similar to the one you would find in a
Statement private company.

Movement in Reserves This statement shows the impact of the financial year on the authority’s
Statement reserves. It also includes all the income and expenditure that is recognised under

accounting rules but then removed from the accounts by legislation to give the
amount of expenditure that has been funded by the local taxpayer.

Balance Sheet This statement summarises an authority’s financial position at each year-end
and reports the assets, liabilities and reserves of the authority. Some of the
reserves are specific to authorities, such as the pensions reserve and the capital
adjustment account, and exist to allow accounting entries required by legislation.
This statement is similar to the one you would find in a private company.

Cash Flow Statement This summarises the cash flows that have been made into and out of the
authority’s bank account during the financial year. This statement is similar to the
one you would find in a private company.

Some authorities will need to include specific statements to account for their activities — for
example, the Housing Revenue Account (HRA) or collection fund — and councils in Scotland are
required to hold trading accounts (some councils in the rest of the UK may hold these voluntarily).
Administering authorities of the Local Government Pension Scheme will also need to produce
pension accounts for their fund.

Authorities are required to include a narrative report in the accounts (management commentary
in Scotland). This should provide information on the authority, its main objectives and strategies,
the principal risks that it faces and how it has used its resources to achieve its desired outcomes
in line with its objectives and strategies. For a non-expert reader, this report will help to explain
the statements and help demonstrate the extent to which the objectives of the authority have
been achieved.

The role of the audit committee is to review the financial statements prior to approval. The
statements are the responsibility of all those charged with governance — the full member body —
but the audit committee is delegated the responsibility of a detailed review. Some authorities fully
delegate responsibility to the audit committee by including final approval of the accounts in the
committee’s terms of reference, but CIPFA has always set out the committee’s role to be one of
review rather than decision making. In England and Wales, co-opted independent members cannot
vote to approve the accounts under Section 13 of the Local Government and Housing Act 1989
(see Membership and effectiveness of the audit committee).

Accounts preparation

The preparation of the statutory statements of accounts is the responsibility of the CFO. The
deadline for the publication of the statements is set out in regulations by each of the UK
governments. Recently, achieving these deadlines has been adversely impacted by the COVID-19
pandemic and delays in the completion of audits. Monitoring the status of both completion of

the statements and liaison with the oup)targeefm@@blicotion will be important for the audit
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committee. The audit committee will want assurance that the finance team can deliver a set of
financial statements of appropriate quality in accordance with the statutory deadlines. Factors they
will wish the finance team to highlight to them include:

e significant changes in accounting policies and their implications
e  significant judgements made by the authority on material transactions

e changes to the operational basis of the authority — for example, the establishment of a trading
company that will need to be consolidated into the accounts

e capacity and capability within the finance function to meet quality standards and deadlines

e whether there have been previous problems with the quality of the financial statements — for
example, issues and recommendations from the previous year’s audit

e  issues arising from any internal assurance or internal audit reviews and actions taken

e any changes to the external audit requirements that could have implications for the
preparation of the statements — for example, the drive to improve audit quality has included
increased professional scepticism.

Reviewing the statutory statements of accounts

The complexity and length of the financial statements can be daunting for audit committee
members, especially if this is an area where they do not have prior experience. CIPFA has resources
that will provide more detailed guidance on the statements and underlying concepts, and specific
training is also recommended.

Key areas that the committee should focus on in their review are as follows:

e  The narrative report, ensuring that the messages are consistent with the financial statements.
The committee should also consider the implications of the issues and challenges identified
and consistency with other risk information provided.

e  What steps have been taken to make the narrative report readable and understandable to
a non-expert and whether steps have been taken to make the accounts accessible. CIPFA’s
Streamlining the Accounts (2019) includes a section on the presentation and layout of
the accounts.

e Reviewing the completeness of the information reported and asking about the steps taken to
ensure that the disclosures are complete.

e Identifying the key messages from each of the financial statements and evaluating what that
means for the authority in future years.

e  Monitoring trends and reviewing for consistency against financial performance observed over
the course of the year.

e Reviewing the suitability of accounting policies and treatments and any changes to them — for
example, asking the CFO to highlight to the committee where accounting treatment is open to
different approaches and explaining why the method used has been chosen.

e  Seeking explanations for changes in accounting policies and treatments — for example, where
there has been a change in the accounting standards.

e  Reviewing major judgemental areas — for example, provisions or reserves.

Understanding Local Authority Financial Statements (CIPFA/LASAAC, 2016) includes a checklist
of questions to ask about a local authority’s statements that audit committee members may find

particularly helpful. Page 111
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A current topic for discussion is whether further steps could be taken to make the financial
statements more understandable for the public. A recommendation of the Redmond Review was
that a standardised statement of service information and costs should be prepared and presented
alongside the statutory accounts. This recommendation is still under discussion and review, and the
introduction of such a statement would be a development of interest to the audit committee. The
audit committee will be interested in any steps taken to improve transparency and accountability
by ensuring that the key messages are accessible to users.

Annual governance statement

The committee’s role in supporting the principles of good governance and the local code of
governance was outlined in the section on supporting good governance, risk management and
internal control. The AGS is the key annual public report that requires the authority to evaluate the
effectiveness of its governance arrangements.

While the committee will see other agenda items that describe the governance arrangements that
have been established — notably updates to the local code of governance — the AGS is all about
evaluation. It is an assessment of how good those arrangements are in practice, leading to an
opinion on whether they are fit for purpose. Where there are areas for improvement, these should
be identified and an appropriate action plan established.

The audit committee should play a key role in reviewing the AGS prior to its final approval. It is
typical for the AGS to be provided in draft, usually at the same time the financial statements are
prepared. The timetable for final publication follows the regulations of the relevant UK national
government.

Key aspects that the audit committee should consider when reviewing the AGS include:
e whether the statement is user friendly for a lay reader

e whether the statement focuses on evaluation, leading to a clear opinion of whether
arrangements are fit for purpose and meet the principles of good governance

e whether the AGS is an accurate representation of arrangements, consistent with other
information known to the committee (committee members should be able to recognise their
own authority’s strengths and weaknesses)

e whether itincludes appropriate disclosures on conformance with specified codes and
standards and is consistent with current CIPFA guidance

e whether the AGS is supported by an appropriate action plan to implement the required
improvements and if this is robust.

Although the AGS publication follows the same timetable as the financial statements, it can also
be published as a separate accountability report. This would help raise its prominence and value to
local stakeholders, providing improved transparency.

ASSURANCE AND AUDIT ARRANGEMENTS

Assurance frameworks and assurance planning

The term ‘assurance framework’ is used to describe the various means through which the
authority’s leaders, managers and decision makers can trust that the policies and procedures they
have approved are being implemented in practice and operating as intended. Putting in place this
framework is the responsibility of the leadership team.
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For the audit committee member, reviewing assurances on the operation of governance, risk
management and control arrangements is a core part of their role. The committee should also be
concerned to know that an adequate assurance framework exists to inform the leadership team.

The audit committee may see references to the Three Lines Model of assurance developed by the
Institute of Internal Auditors (IIA). More details of the model are contained in Guiding the audit
committee. Briefly, the Three Lines Model identifies three different types of assurance:

e Management assurance — embedded in line management arrangements.
e  Oversight and compliance assurance — review and monitoring functions.
. Independent assurance (internal audit).

Occasionally, there might be reference to the ‘fourth line’, referring to assurance that comes from
outside the authority such as from external auditors or inspectorates.

Some authorities set out their assurance arrangements in a map or diagram. Typically, these outline
key areas of the assurances needed and identify the assurance providers.

Whether or not there is a formal assurance framework, the audit committee has a responsibility
to understand what assurance is available to support the AGS and to enable the committee to
meet its terms of reference. The committee should seek to ensure that assurance is planned and
delivered, with the following objectives in mind:

e  Clarity on what assurance is required.

e  Clear allocation of responsibility for providing assurance.

e  Avoiding duplication, bearing in mind the differing objectives of assurance activities.
e Improving the efficiency and cost effectiveness of assurance.

e  Obtaining assurance of appropriate rigour and independence across a range of
assurance providers.

Each authority has core activities that are central to its effective operation, and the audit committee
should consider what assurance it receives on these, whether through the annual governance
review, internal audit or management assurance. Core arrangements would include financial
management and counter fraud, but other key areas include information governance, information
security, procurement, ethical governance, human resources and health and safety.

In reviewing assurance arrangements, the committee should bear in mind that the assurance
process has a cost to the authority, and it should therefore be proportional to the risk.

Supporting and making best use of audit

Supporting the authority’s auditors, both internal audit and external audit, is an important
dimension to the committee’s work. Helping to make best use of the process of audit and audit
outputs will contribute to the committee’s overall purpose. This section explains the committee’s
interactions with both internal and external audit and the role of the committee in supporting
effective arrangements.

External audit

Within an authority, the full council — all elected councillors — are characterised as “those charged
with governance”. In practice, the exercise of some governance responsibilities is delegated to
specific committees. This is of particular importance in relation to external audit, as external
auditors are required by auditing standards t&rg‘%)ret ti‘:‘ltjé)se charged with governance”. While
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the audit committee is the representative body for much of the interface with the external auditors,
it is important to remember that all councillors have a governance responsibility, and it is important
that they are familiar with key messages from the authority’s external auditors.

The audit committee will have several interactions with the external auditors each year following

a regular cycle of planning and reporting. There are also roles for the committee in supporting the
independence of the auditors, the effectiveness of the external audit process and the impact of
their work. The following sections provide more support for the critical interactions between the
auditor and the committee. External audit is subject to stringent professional standards and some
of these are highlighted in Guiding the audit committee. Committee members should recognise that
these standards do require auditors to operate in a certain way.

Appointment

In some other sectors, the audit committee plays a lead role in the appointment of the external
auditor. In local government, one of the principles of public audit is that appointment should be
independent of the organisation. In local government bodies in Wales, Scotland and Northern
Ireland, the national audit bodies are responsible for the delivery of local audit. In England, the
Local Audit and Accountability Act 2014 changed the appointment and delivery model for local
government bodies, introducing a more direct role for the authority.

In all authorities, the audit committee’s role in appointment includes expressing an opinion on
the selection and rotation of the external auditor through whichever method is applicable for the
organisation. The audit committee’s objective is to support auditor independence and effective
arrangements and relationships with the auditors.

In England, for all opted-in bodies, Public Sector Audit Appointments (PSAA) appoints the auditor
following consultation with the body. Otherwise, the audit committee will work alongside the
auditor panel, which will oversee the local appointment process and provide advice to the authority
on the final selection. Where the audit committee members meet the requirements of an auditor
panel, as defined in regulations supporting the 2014 Act, then the committee can operate as an
auditor panel itself and make recommendations on the appointment of the local auditor. Regard
must be had for the 2014 Act and regulations if the committee is nominated as an auditor panel.

Monitoring the external audit process

The audit committee’s role in relation to the external audit process has three principal aspects:

1 To provide assurance that the external auditor team maintains independence following
its appointment.

2 To receive and consider the work of external audit.

3 To support the quality and effectiveness of the external audit process.

Supporting independence
The independence of auditors is critical for confidence in the audit opinion and audit process.

Each year, the external auditor will disclose to the committee an assessment of whether it is
independent. These disclosures should include any significant facts that could impact, or be seen
to impact on, independence and objectivity, together with any safeguards put in place. Usually, this
disclosure is included in the audit plan and when reporting. The audit committee should use these
opportunities to discuss their assessment of threats to independence with the external auditor and
any safeguards.
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The audit committee should seek information from the external auditor on its policies and processes
for maintaining independence and monitoring compliance. It should also satisfy itself that no issues
with compliance with the ethical standard have been raised by the contract monitoring undertaken
by PSAA, the auditor panel (in England), or from audit quality reviews by the Financial Reporting
Council (FRC) or the Institute of Chartered Accountants in England and Wales (ICAEW). Regarding
non-audit services, audit committees should monitor the approval of non-audit work and, in
England, consider the oversight of either PSAA or the auditor panel as appropriate.

Receiving and considering the work of external audit

The committee should receive the planned work programme to support the opinion and

receive reports following the completion of external audit work. Where external audit makes
recommendations, the audit committee should discuss the action to be taken with managers and
monitor the agreed action plan. The committee should contribute to the authority’s response to the
annual audit report.

While the Code of Audit Practice for each nation will specify exact outputs, the reports from the
external auditors are likely to include the following:

e A plan —including approach, risks, team, timetables and outputs.

Interim reports — reporting on progress, new developments and interim conclusions.

e  An opinion on the financial statements and the outcome from the audit. The auditor will also
identify any material errors and recommendations.

e  Best value or value-for-money arrangements reports — the format of these vary according to
the Code of Audit Practice the auditor is working to.

e  Anannual report.

In England, the Redmond Review recommended that the auditor’'s annual report should be
submitted to full council by the external auditor. CIPFA’s recommended approach is that the report
should first be submitted to the audit committee for discussion and then submitted to full council by
the auditors, accompanied by the response recommended by the audit committee to any significant
issues raised in the report. This will support greater transparency with the public and help all
elected members understand the outcome of the audit. It should also help to raise the profile of the
audit committee among other elected members.

CIPFA also recommends that this approach is adopted by authorities in the rest of the UK unless
other arrangements exist to achieve the same level of transparency and strengthened governance.

Auditors may also report by exception. If they identify an area of concern, then the auditors may
investigate and may make a recommendation for improvement or a public report. Any such action
should be taken very seriously by the audit committee.

Supporting quality and effectiveness

If the audit committee member has no prior experience of audit committee work or external audit,
then reviewing the quality of external audit can be a challenging aspect of the work and one
where additional training may be required. It is an important aspect of the work of the committee,
as it sets expectations for the auditor for the timely delivery of a high-quality audit. It should also
support better engagement and interaction between auditor, committee and management. Overall,
active interest from the committee will support better outcomes in terms of confidence in the audit
opinion, usability of audit output and better understanding of the audit process.

Guiding the audit committee signposts resources on audit quality that can be of use to

audit committees. Page 115
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Reports from inspectorates or other regulatory bodies

In addition to audit reports, the authority may be inspected where it has particular service
responsibilities. For example, social care services are inspected by the Care Quality Commission
(CQC), education and skills services are inspected by the Office for Standards in Education,
Children’s Services and Skills (Ofsted), and a fire and rescue authority will be inspected by His
Majesty’'s Inspectorate of Constabulary and Fire and Rescue Services (HMICFRS). Other regulatory
bodies, such as the Information Commissioner’s Office (ICO), may also review and inspect
arrangements.

Where inspectorates are focused on operational matters, the committee’s role may be limited,
but all external assessments and recommendations provide assurance on the robustness of
governance, risk and controls within the authority. It is therefore important that the committee is
aware of the overall conclusions. Where issues are highlighted by inspections within the remit of
the committee, it may play a more active role — for example, reviewing the implementation of an
improvement plan. The committee will also want to consider how the work of these assurance
providers are taken into account as part of external audit or internal audit.

Internal audit

The authority’s internal audit service, whether an in-house team or provided through a shared
service or outsourced arrangement, is an essential partner for the audit committee. It is a major
source of assurance, providing coverage across many areas that the audit committee will want to
know about. The committee also plays an important role in the support for and oversight of the
internal audit arrangements, helping to hold it to account. This role is in part determined by the
professional standards that the internal auditors must adhere to.

The specific roles of the audit committee in relation to internal audit are to:

e  oversee its independence, objectivity, performance and professionalism

e  support the effectiveness of the internal audit process

e  promote the effective use of internal audit within the assurance framework.

The activities that underpin these three objectives are below.

Oversee independence, objectivity, performance and professionalism

The Public Sector Internal Audit Standards (PSIAS) set out functional reporting arrangements for
internal audit to ensure its organisational independence. These are requirements of the professional
standards, so there is an expectation that the audit committee should provide support. Each
authority will have an internal audit charter, which will set out reporting relationships for internal
audit, and the audit committee terms of reference will need to include those elements that relate to
it. The charter is likely to set out the audit committee’s responsibility to:

e review or approve the following:
—  theinternal audit charter
—  therisk-based internal audit plan
—  theinternal audit budget and resource plan
e receive confirmation of the organisational independence of the internal audit activity

e  consider the appointment and removal of the head of internal audit (referred to in the PSIAS
as ‘chief audit executive’) or the award of a contract for internal audit services
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e make enquiries of both management and the head of internal audit to determine if there are
any inappropriate scope or resource limitations on internal audit

e approve and periodically review any safeguards put in place to limit impairments to
independence and objectivity where the head of internal audit has been asked to undertake
any additional roles/responsibilities outside of internal auditing

e receive the head of internal audit’'s annual report, which includes:

—  the annual opinion on the overall adequacy and effectiveness of governance, risk
management and control

— asummary of the work on which internal audit has based the opinion

—  a statement on conformance with the PSIAS and the Local Government Application Note
(LGAN)

—  the results of the quality assurance and improvement programme (QAIP), including
specific detail as required in the PSIAS

. discuss with the head of internal audit the form of the external assessment of internal audit
and the qualifications and independence of the assessor

e receive the report on the external assessment of internal audit (at least once every five years),
including its overall conclusion and any recommendations (the committee should monitor the
implementation of the improvement plan).

The head of internal audit, also known as the chief audit executive, must have unfettered access to
the chair of the audit committee. In addition, the chair of the audit committee may serve as sponsor
for the external assessment, which forms part of the QAIP, at least once every five years.

Support effective arrangements for internal audit

The audit committee has an important role to play in supporting the process of internal audit and
outputs from audit work. It should help ensure that the authority’s internal audit is effective, which
will mean that the audit committee is better supported, with access to the assurance it needs.
Effective internal audit also supports better governance and control arrangements, which are
aligned to the audit committee’s overall purpose.

Defining the conditions for effective internal audit is not straightforward — different authorities may
feel they have effective arrangements using very different service models, for example. However,
there are some essential conditions that internal audit needs to be effective:

e A service that operates in accordance with PSIAS.

e A service with access to sufficient and appropriate capacity and capability.

e Leadership from the head of internal audit.

e  Good engagement with the committee and management.

e  An organisational culture that actively promotes and understands the role of internal audit.

While the designated head of internal audit can be expected to be responsible for internal audit
activity, the audit committee plays an important role in supporting the organisation’s attitude to
and understanding of internal audit. The CIPFA Statement on the Role of the Head of Internal
Audit (2019) sets out the conditions that can make internal audit effective. It is relevant for audit
committee members as well as the head of internal audit. CIPFA’s research report Internal audit:
untapped potential (2022) also addresses whether public bodies are getting the most from

internal audit. Page 117
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THE CORE FUNCTIONS OF AN AUDIT COMMITTEE

The following activities form a core part of this:

e  Receiving updates on the work of internal audit, including key findings, issues of concern and
action in hand as a result of internal audit work.

e  Receiving communications from the head of internal audit on internal audit’s performance
relative to its plan and other matters.

e  Giving approval to internal audit for any significant additional consulting services not already
included in the audit plan prior to internal audit accepting an engagement.

e  Receiving reports on instances where the internal audit function does not conform to the
PSIAS or LGAN and considering whether the non-conformance is sufficiently significant that it
must be included in the AGS.

e  Overseeing the relationship of internal audit with other assurance providers and with external
audit and any inspectorates.

e  Receiving regular reports on the results of the QAIP, including the external assessment.

Promote the effective use of internal audit within the assurance framework

The audit committee should make best use of the internal audit resource within the assurance
framework. In particular, the audit committee should seek confirmation from internal audit that the
audit plan considers the requirement to produce an annual internal audit opinion that can inform
the AGS. Specific activities will include:

e approving (but not directing) the risk-based plan, considering the use made of other sources
of assurance

e receiving reports outlining the action taken where the head of internal audit has concluded
that management has accepted a level of risk that may be unacceptable to the authority

e  escalating internal audit recommendations where further action is needed

e  bearing in mind internal audit’'s opinion on the overall adequacy and effectiveness of the
authority’s framework of governance, risk management and control when considering
the AGS.

To get the best out of internal audit, the audit committee’s understanding of and support for
effective risk management and wider assurance arrangements is helpful.

Periodically, there are changes made to the PSIAS and LGAN, as well as more specific guidance to
auditors. As a result, the committee may need to receive updates or briefings to ensure that they
are aware of the latest requirements.

ENSURING THE FOCUS OF THE AUDIT COMMITTEE

The core functions of the audit committee are wide ranging. At some meetings, it will be inevitable
that certain agenda items take priority to meet statutory deadlines. Audit committees should aim
to ensure that within each year there is adequate coverage of each of the core functions. The
assurance framework of the authority should be a useful resource to support this.

Independence and accountability covers agenda management and Membership and
effectiveness of the audit committee covers the annual review of the effectiveness of
the committee.
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Possible wider functions of
an audit committee

In addition to the core functions of the committee defined in the CIPFA Position Statement, there
are some wider functions that it may be necessary or appropriate for the committee to take on. For
audit committees of councils in Wales, there are some specific requirements set out in legislation.

REQUIREMENTS OF GOVERNANCE AND AUDIT COMMITTEES IN WALES

The Local Government and Elections (Wales) Act 2021 built on requirements first set out in the
Local Government (Wales) Measure 2011. The specified responsibilities not already covered by
the core functions include:

e review and scrutiny of the authority’'s financial affairs
e review of the performance assessment arrangements of the authority

e review and assessment of the authority’s ability to handle complaints effectively.

Scrutiny of financial affairs

Councils will have scrutiny committees that will undertake budget scrutiny and monitor financial
performance. The responsibility of the audit committee is not to duplicate these functions, even
though the legislation uses the phrase ‘scrutinise’. The committee can ensure that they satisfy this
requirement through their review of the financial statements, financial control arrangements and
the work of internal audit and external audit.

Performance assessment arrangements

The 2021 Act introduced a duty on a principal council to keep its performance under review and
to undertake a self-assessment of performance. The legislation requires the governance and audit
committee to review the self-assessment report and the committee can make recommendations.
The council is not required to adopt the committee’s recommendations, but it should include an
explanation of why it has not adopted the change.

There is also a requirement for a periodic panel performance assessment, and there is a similar
requirement for the governance and audit committee to consider the panel report.

The Auditor General for Wales will have the power to undertake a special inspection if a council is
thought to not be meeting the performance requirements. The governance and audit committee will
receive the Auditor General's report and will consider the council’s draft response to the report. If
the committee makes recommendations on the draft response, the council is not required to adopt
the change but must explain why it has not.

Developing the approach to the review

The governance and audit committee’s focus is on the adequacy and suitability of arrangements
rather than performance monitoring. In reviewing the annual self-assessment report the committee
should maintain a similar overview. Page 120
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CIPFA’s suggested approach includes:

e consideration of whether the scope and approach to drawing up the self-assessment report is
appropriate to fulfil the expectations of the legislation

e whether the council has established appropriate arrangements to obtain assurance over its
performance (these arrangements should form part of the wider assurance framework)

e  whether the council has carried out the appropriate consultation as part of the
performance review

e  considering if the panel appointed and the approach to the panel assessment fulfils the
requirements of legislation

e whether the report’s conclusions and recommendations are consistent with the review and
assurances that underpin it

e consideration of whether there are any inconsistencies in information and assurances received
by the committee in respect of its other work

e consideration of the recommendations and whether they will maintain and improve the
arrangements for performance management going forward.

Arrangements for handling complaints

Assurance that there are effective arrangements to manage complaints could come within the
remit of any audit committee. The specific requirement in Wales does mean that governance and
audit committees will have increased focus in this area.

The focus will need to remain on the arrangements and not become a forum for the review of
individual complaints. The committee will need to consider how they receive this assurance as
part of the wider assurance framework. Complaints may be managed centrally or by individual
department, but it should be possible for the committee to receive an overall assessment of
the effectiveness of those arrangements. If complaints handling was seen as an area of risk,
then it could be included in internal audit plans, but other sources of assurance should be
routinely available.

TREASURY MANAGEMENT

Treasury Management in the Public Services: Code of Practice and Cross-sectoral Guidance
Notes (CIPFA, 2021) requires all local authorities to make arrangements for the scrutiny of treasury
management. CIPFA does not specify this to be an audit committee role, and a local authority

may nominate another committee instead. CIPFA is aware, however, that many authorities have
nominated the audit committee to do this, and it is therefore appropriate to consider this activity as
part of this guidance.

Where the audit committee has been nominated, it should be aware that it needs to undertake a
scrutiny role in accordance with the Treasury Management Code in addition to any oversight of
governance, risks and assurance matters relating to treasury management that it would consider
as an audit committee.

Where the committee is undertaking scrutiny, this is likely to involve the following actions:

e  Developing greater awareness and understanding of treasury matters among the
committee members.

e Reviewing the treasury management policy and procedures to be satisfied that controls

are satisfactory. Page 121
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POSSIBLE WIDER FUNCTIONS OF AN AUDIT COMMITTEE

e  Receiving regular reports on activities, issues and trends to support the committee’s
understanding of treasury management activities. Note that the committee is not responsible
for the regular monitoring of activity under clause three of the Treasury Management Code, so
the purpose of receiving regular reports should be clear.

e  Reviewing the treasury risk profile and adequacy of treasury risk management processes.

e Reviewing assurances on treasury management (for example, an internal audit report,
external audit or other review).

Treasury management is a specialist areq, so it is likely that committee members will require
training, guidance and support when undertaking scrutiny.

SUPPORTING CORPORATE IMPROVEMENT PROGRAMMES

When an authority is working to an improvement programme — perhaps following a best value
review or inspection — there is likely to be an oversight role for the audit committee. The committee
should receive assurances that actions are being implemented and recommendations addressed.
There may be a dedicated board for the programme and the committee would not seek to
duplicate their work. It will need to understand progress, as it will be an area of interest to the
external auditors and will link to the action plan of the AGS. Where there are areas of improvement
directly within the remit of the committee, it may play a more active role.

CONSIDERING MATTERS AT THE REQUEST OF STATUTORY OFFICERS OR
OTHER COMMITTEES

Occasionally, the audit committee may be requested to consider a review of a service, a proposed
policy or other similar matters. Such requests could come from another committee in the
organisation or from one of the statutory officers. In scoping the terms of reference for a review,
the committee should avoid taking on a scrutiny or policy role and ensure the matter relates to
governance, risk or control. Examples of where it may be helpful for the audit committee to assist
could include:

e reviewing whether adequate governance, risk management or audit processes are in place in
relation to a specific service or new policy area

e  providing advice to the executive on possible risks or implications for good governance arising
from a proposed course of action or decision.

In each case, the aim of the committee should be to make recommendations in line with its role
as set out in the Position Statement: advocating the principles of good governance and helping to
ensure that there are appropriate governance, risk, control and assurance arrangements in place.

Audit committee recommendations may support the advice or recommendations of the statutory
officers but cannot override that advice.
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Independence and
accountability

The audit committee of an authority should be established in accordance with the principles set out
in the 2022 Position Statement. These will ensure that the committee is independent from other
committees in the authority and is accountable to those charged with governance.

Independent and effective model

The audit committee should be established so that it is independent of executive decision making and able
to provide objective oversight. It is an advisory committee that has sufficient importance in the authority so
that its recommendations and opinions carry weight and have influence with the leadership team and those
charged with governance.

The committee should:
e Dbe directly accountable to the authority's governing body
e inlocal authorities, be independent of both the executive and the scrutiny functions

e have rights of access to and constructive engagement with other committees/functions, for example
scrutiny and service committees, corporate risk management boards and other strategic groups

e have rights to request reports and seek assurances from relevant officers

e be of an appropriate size to operate as a cadre of experienced, trained committee members. Large
committees should be avoided.

The audit committees of local authorities should include co-opted independent members in accordance with
the appropriate legislation.

Where there is no legislative direction to include co-opted independent members, CIPFA recommends that
each authority audit committee should include at least two co-opted independent members to provide
appropriate technical expertise.

Engagement and outputs

The audit committee should be established and supported to enable it to address the full range of
responsibilities within its terms of reference and to generate planned outputs.

To discharge its responsibilities effectively, the committee should:

e meet regularly, at least four times a year, and have a clear policy on those items to be considered in
private and those to be considered in public

e be able to meet privately and separately with the external auditor and with the head of internal audit

e include, as regular attendees, the chief finance officer(s), the chief executive, the head of internal audit
and the appointed external auditor; other attendees may include the monitoring officer and the head
of resources (where such a post exists). These officers should also be able to access the committee
members, or the chair, as required

e have the right to call on any other officers or agencies of the authority as required
e support transparency, reporting regularly on its work to those charged with governance

e report annually on how the committee has complied with the position statement, discharged its
responsibilities, and include an assessment of its performance. The report should be available to the public.

CIPFA Position Statement 2022
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STRUCTURE AND INDEPENDENCE

Committee size

In other sectors, audit committees typically have fewer than six members. This is more difficult to
achieve in a local authority. CIPFA's recommendation is that authorities should strive to have no
more than eight members.

A committee of this size should allow sufficient breadth of experience but is small enough to allow
the training and development of a dedicated group.

The use of substitutes on the committee is not recommended. The most effective membership will
be based on knowledgeable and skilled members who are able to build on information gained at
previous meetings. For example, when reviewing progress on the external audit, the committee
member should have been sighted on the audit plan discussed at an earlier meeting.

Reporting lines

The audit committee is an advisory committee on behalf of those charged with governance. As
a result, the committee should report to the full council, fire authority or other local government
governing body. It is not appropriate to be a sub-committee of the cabinet, scrutiny or policy and
resources committee.

Dedicated focus

To ensure a focus on the core functions, the committee should not be combined with other
council committees such as scrutiny or standards or policy and resources. A combined committee
can result in the distinction between the functions of the committees becoming blurred. The

audit committee is non-political and should contain co-opted independent members. These
arrangements are different to those of scrutiny. While a standards committee is also non-political
and may contain lay members, its focus is different. An appropriate lay member for the audit
committee may not be suitable for the work of the standards committee and vice versa. More
details on the membership of the committee and role of the co-opted independent member are
available in Membership and effectiveness of the audit committee.

Decision-making powers and delegations

CIPFA does not recommend that the audit committee be delegated decision-making powers, as it
is advisory.

The committee should be able to make recommendations to other bodies for decisions — for
example, to a scrutiny committee for further scrutiny review, and to cabinet, policy and resources
or full council for decision. The committee can also make recommendations to the leadership team
and service managers — for example, in response to issues raised by auditors.

CIPFA is aware that some authorities do delegate decisions, such as the approval of the financial
statements. While the audit committee should lead on the detailed review of the statements,
ultimately the statements are the responsibility of all those charged with governance. This is the
equivalent of shareholders approving the annual report and accounts of a company.

Rights of access to documents and requesting attendance at committee

As a committee of the authority, the audit committee can request information relevant to its role
and agenda. It is good practice to agree on opa‘ggl,}gﬁere is clarity for all parties. Generally,
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authorities operate on a principle of openness and transparency, so there should not be a difficulty
in providing relevant information. At all times, the authority will need to have regard for maintaining
confidentiality of personal or commercially sensitive data in accordance with guidance.

There may be times when it is not considered timely to provide the information requested — for
example, where information is sensitive because of an investigation. In such cases, an adequate
explanation should be given and an indication of when information might be available. The chair in
particular needs to be briefed.

It is important for audit committee members to maintain an apolitical approach and a focus on
overall arrangements rather than individual cases. The committee is not an investigative forum.

It will be helpful to request the attendance of officers at the committee to support discussion of a
topic or to agree on the next steps. For example, if the committee wishes to review an internal audit
report that identified significant areas for improvement, then it would be appropriate for the lead
manager or director responsible for that service to attend the committee to discuss how they will
address the weaknesses.

ADMINISTRATIVE AND OPERATIONAL ARRANGEMENTS

Supporting the audit committee

As a full committee of the authority, the committee will receive secretariat support. It will
also receive guidance on the proper conduct of the meeting under the authority’s constitution
and legislation.

The chair of the committee should take part in planning the agenda, helping to ensure that the
committee addresses its terms of reference.

Frequency of meetings

CIPFA recommends the committee should meet a minimum of four times per year. The number and
frequency of meetings should be determined by what is efficient and effective to cover the work of
the committee.

Some agenda items need to be considered at certain times of the year, such as the financial
statements and AGS. Other items will be more flexible and others determined by urgency. An
annual meetings planner can help to schedule core business throughout the year to achieve
adequate coverage and a balance of activity.

Where an audit committee is addressing the full range of governance, risk, control and audit
functions, care should be taken in balancing the frequency of meetings against the need to give
the committee’s business sufficient focused attention, without lengthy and unproductive meetings.
Equally, the audit committee should review whether including each item on its agenda results in
added value and whether some time-consuming aspects of audit committee business could be
more effectively addressed elsewhere. In making these judgements, the audit committee should
operate at a resolutely strategic level. Take care to avoid straying into matters of operational detail
that service managers should resolve. The skilful chairing of meetings with well-planned agendas
should provide the final mechanism for avoiding this danger.
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Transparency

Audit committees will normally meet in public, and agendas and minutes will be published. On
occasion, there will be agenda items that meet the criteria to be heard in private. The chair should
receive advice when a ‘part 2’ report is scheduled. The rationale for this should be stated.

Some authorities provide facilities for public questions at the start of a meeting. This supports
openness and transparency but requires committee support to ensure questions are relevant for
the scope of the committee.

Meetings and interaction outside scheduled meetings

The committee may meet informally as required to fulfil other requirements — for example, to take
part in training or briefing or conduct a self-assessment.

It is typical for political group meetings to take place before a policy committee meeting; however,
the apolitical nature of the audit committee should make such meetings unnecessary.

It is likely that some information will be shared with committee members outside scheduled
meetings. There may be a need to keep committee members briefed on issues that are on the
agenda, and other matters may be too detailed for inclusion on the agenda. For example, internal
audit reports may be provided in full to committee members but may be included on the meeting
agenda only where there are significant risks to be discussed. Arrangements to provide the
members with an appropriate level of information and updates and a protocol for managing
information requests should be discussed and agreed.

Private meetings with the external auditor and head of internal audit

It is standard practice for the external auditors and head of internal audit to have direct access
to the audit committee. This helps to reinforce the independence of the auditors, helping them to
maintain their professional standards. It also reinforces the independence of the audit committee.
A private meeting provides a safe space for discussions and questions. Even if the auditor has no
concerns, the meeting provides additional assurance of that.

Suggested questions to ask at a meeting include the following:
e  Areyou free to determine the scope of internal audit without interference?
e Do you have the access to senior management that you need?

e Do you have any concerns about governance arrangements that you are not comfortable
sharing in front of management or in public?

e  Are there any emerging governance risks that the committee should be alert to?

The meeting could also be used to test out a question on the auditor, perhaps when the audit
committee member is not sure if it is an appropriate question to ask. The meeting thus provides a
safe space for committee members and enables the member to ask with confidence in the open
meeting. However, it is important that a private meeting is not used as a substitute for formal
committee meetings, as this would undermine openness and transparency. Like all aspects of the
committee’s work, a private meeting should be non-political.

As a minimum, there should be a facility for a private meeting once a year, but they should be
made available on request. The committee can meet separately with external audit and the head
of internal audit, but a joint meeting could also be an option. To support transparency, the chair
should report that a private meeting has taken place at the next audit committee meeting and

summarise the topics discussed.
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If governance concerns are raised with the audit committee in a private meeting, the chair of the
audit committee should agree appropriate steps with the auditor. This would normally include
follow-up discussions with one or more of the statutory officers.

KEY RELATIONSHIPS

To be effective, an audit committee will need to engage with a wide range of officers.
Representatives of finance and internal audit will attend regularly and often are a source of support
to the committee, but other senior officers would normally be expected to attend. While it is for
each audit committee to determine who attends its meetings, the following examples show the
wide range of officers who can add value to audit committee meetings:

e  The chief executive and corporate directors for the AGS and other governance-related issues.
e  The monitoring officer for the AGS and ethical governance issues.

e  The risk management officer for discussions around risk management.

e  The head of counter fraud for agenda items on fraud risks and counter fraud activity.

e  Service senior managers for audit, risk or governance discussions on their service areas.

e  Scrutiny, ethics or standards committee representatives — it may be helpful to invite
representatives along to explain their work programme or recent reports.

Interactions with the head of internal audit will need to take account of the professional standards
(PSIAS), so that the correct oversight and reporting can be demonstrated.

ACCOUNTABILITY

To those charged with governance

The audit committee should be held to account regularly by those charged with governance — full
council or the equivalent body in another authority. Accountability should cover:

e whether the committee has fulfilled its agreed terms of reference
e  whether the committee has adopted recommended practice

e whether the development needs of committee members have been assessed and whether
committee members are accessing briefing and training opportunities

e whether the committee has assessed its own effectiveness or been the subject of a review
and the conclusions and actions from that review

e what impact the committee has on the improvement of governance, risk and control
arrangements within the authority.

The audit committee annual report

The committee should prepare an annual report that provides assurance to all those charged with
governance that it fulfils its purpose and can demonstrate its impact. This is a key output of the
committee. The report should be publicly available, supporting the authority’s accountability to
wider stakeholders, including the public.
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Suggested content for the report is set out below.

Alignment of the committee to recommended practice

e The report should briefly outline the extent to which it follows the CIPFA Position Statement in the
following areas:

— The size of the committee.
—  Structure and composition, including the number of independent members.
— Reporting line and independence from other committees.
—  Whether its terms of reference include all the core functions of the committee.
e Results of the committee’s annual evaluation of its effectiveness and assurance over key indicators
should be reported. There should be disclosure over areas where the committee has concerns (which

could link to the action plan in the AGS) and a statement of what the audit committee has done to
escalate their concerns or make recommendations.

e The report should summarise how it has fulfilled its terms of reference and the key issues escalated to
the leadership team or other committees during the year.

e The report should summarise the development work that will support the committee members,
eg training.

The annual report should be timed to support the annual review of governance and preparation of
the AGS. This enables the committee to take stock of the assurances it has received and the extent
to which its own performance has contributed to governance arrangements.

The committee should consider how it can improve understanding of its work and raise its profile
among other elected members. By improving understanding and engagement, the influence of the
committee is likely to grow. CIPFA has produced a set of frequently asked questions about the
work of the committee that helps communicate its role and the value it brings.

Supporting accountability to the public and stakeholders

The committee has a key role in reviewing the accountability reports of the authority and in helping
the authority to discharge its responsibilities. Committee meetings will normally be held in public,
except for exempt items, so this also contributes to the accountability of the authority to the public
and stakeholders. The audit committee’s own annual report will also support accountability to
external stakeholders.

A wider group of stakeholders such as partner organisations may have an interest in the
committee’s work, although there is no direct accountability relationship between them. Holding
open meetings and publishing agendas and minutes will support wider communication and
transparency.

Supporting internal accountabilities

Through a review of internal and external audit reports, risk management information and other
key strategies, the audit committee will hold to account those responsible for implementing
recommendations and action plans. In addition, by overseeing the evaluation and improvement
of governance, risk management and control, the audit committee helps those responsible for
governance to ensure that accountability throughout the authority works well.

The audit committee is most effective in supporting internal accountability when it discusses
governance, risk or control issues with the responsible managers directly.
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Membership and
effectiveness of the audit
committee

Choosing elected members for the committee and appointing additional co-opted independent
members is an important step in ensuring the committee can carry out its work effectively. This
section examines the characteristics needed by members and practical issues. It also considers the
importance of evaluating the effectiveness of the committee.

Audit committee membership

To provide the level of expertise and understanding required of the committee, and to have an appropriate
level of influence within the authority, the members of the committee will need to be of high calibre. When
selecting elected representatives to be on the committee or when co-opting independent members,
aptitude should be considered alongside relevant knowledge, skills and experience.

Characteristics of audit committee membership:

e A membership that is trained to fulfil their role so that members are objective, have an inquiring and
independent approach, and are knowledgeable.

e A membership that promotes good governance principles, identifying ways that better governance
arrangement can help achieve the organisation’s objectives.

e A strong, independently minded chair, displaying a depth of knowledge, skills, and interest. There are
many personal skills needed to be an effective chair, but key to these are:

— promoting apolitical open discussion
— managing meetings to cover all business and encouraging a candid approach from all participants
— maintaining the focus of the committee on matters of greatest priority.

e Willingness to operate in an apolitical manner.

e Unbiased attitudes — treating auditors, the executive and management fairly.

e The ability to challenge the executive and senior managers when required.

e Knowledge, expertise and interest in the work of the committee.

While expertise in the areas within the remit of the committee is very helpful, the attitude of committee
members and willingness to have appropriate training are of equal importance.

The appointment of co-opted independent members on the committee should consider the overall
knowledge and expertise of the existing members.

Impact

As a non-executive body, the influence of the audit committee depends not only on the effective
performance of its role, but also on its engagement with the leadership team and those charged with
governance.

The committee should evaluate its impact and identify areas for improvement.

CIPFA Position Statement 2022
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COMMITTEE MEMBERSHIP

Elected representatives and political balance

Elected members of local authorities are part of the body charged with governance. Elected
members bring knowledge of the organisation, its objectives and policies to the audit committee.
Members with experience in scrutiny or standards offer additional knowledge of activity, risks and
challenges affecting those areas.

Ideally, the selection of elected members to the audit committee will take account of aptitude and
experience. In practice, most authorities have appointed members according to rules on political
balance, even though the committee should be non-political. As long as the committee remains
an advisory body and not decision making, then full council can waive the political balance
requirement. Potentially, this could increase flexibility in the selection of suitable members.

Separation from executive roles

The leader of the cabinet, administration, chair of the policy and resources committee or the elected
mayor must not be a member of the audit committee. Care should also be taken where councillors
in senior policy-making roles are considered for membership. Where an authority has a cabinet
system of governance, including a member of cabinet on the committee is discouraged. If the
council has a policy and resources committee, members of this committee should also not sit on
the audit committee. In addition, chairs of other policy committees should not be members. This

will allow members of the audit committee greater independence in their role and assist in a non-
political approach.

If an executive member is included, other compensating arrangements should be made to ensure
independence — for example, where there is a majority of independent members or an independent
chair of the committee. An executive member should not chair the audit committee.

CIPFA recommends that a period of two years should elapse before a councillor who previously
held a senior policy role joins the audit committee.

An overlap with other committee roles such as scrutiny or standards is not necessarily a problem. It
can add value by bringing knowledge of activity in these areas into the committee. Those who are
members of other committees should take care to not blur their roles.

It is important that there is engagement between those deciding policy matters and the audit
committee. This will support audit committee members in staying up to date and help policy
makers understand recommendations made by the committee. Examples of engagement could
include the members of the executive attending the committee to brief them on the actions they
are taking, or the chair of the audit committee attending cabinet or policy and resources to explain
audit committee recommendations.

Including co-opted independent members (also known as lay members)

A co-opted independent or lay member is a committee member who is not an elected
representative but recruited to join the committee. The objective of including such members is to
increase the knowledge and experience base of the committee, reinforcing its independence.

Inclusion of lay members is a legislative requirement for authorities in Wales and for combined
authorities in England.

Where there is no requirement to, CIPFA recommends the committee includes two co-opted

independent members.
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The reasons for CIPFA’'s recommendation are as follows:

e To supplement the knowledge and experience of elected representatives in specific areas,
such as audit or financial reporting.

e To provide continuity outside the political cycle. This is of particular importance where
membership of the committee changes annually or because of elections.

e To help achieve a non-political focus on governance, risk and control matters.

e  Having two co-opted members rather than one will allow recruitment of members with
different but complementary knowledge and experience, increase the resilience and continuity
of the committee.

e Having two co-opted members shows a commitment to supporting and investing in the
committee.

While including co-opted members can bring real value to the committee, care is needed to ensure
that the arrangement works well, both for the co-opted member and for the other committee
members. It is essential that the co-opted member receives an adequate induction and ongoing
support to provide organisational context and to build working relationships.

The role of the co-opted independent member

The role description for a co-opted member of the committee will be the same as for an elected
representative who is a committee member. The only substantial difference will be where the
committee has been delegated decision-making responsibilities — although such delegations are
not advised by CIPFA — a co-opted member cannot vote on council policy, so will not be able to
take part in the decision, though they can, of course, contribute to the discussions prior to the
formal decision. The minutes of the meeting should distinguish between a delegated committee
decision and a recommendation from the committee to another council body. The latter is part of
the role of an advisory committee and the co-opted member should be able to take part fully.

Guiding the audit committee contains additional resources to support the planning for and
recruitment of independent members.

Remuneration

It is usual practice to provide some form of payment to the lay committee members and to pay
expenses for attending meetings. The allowance recognises the value and time contributed by

the member. If an independent member is appointed as the committee chair, an additional sum
would be appropriate. Elected members of the committee will be paid allowances and expenses in
accordance with the authority’s agreed arrangements.

Appointment of the chair

In Wales, a lay member will be recruited specifically to the position of chair, and in other parts of
the UK, some authorities have decided on a co-opted independent member for the role. This allows
the authority to specify the requirements of the chair during recruitment. In other authorities, the
appointment of the committee chair will be decided according to the constitution of the authority.
In all cases, it is recommended that the characteristics of an effective chair are considered.

These include:

e an ability to plan the work of the committee over the year and beyond

e  meeting management skills
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e an ability to bring an objective, apolitical attitude and help ensure the apolitical nature of the
committee

e  core knowledge and skills required of audit committee members

. a clear focus on the role of the committee and ambition to lead the committee in line with
good governance principles

e afocus on improvement and securing agreement on actions.

The tenure of the audit committee chair remains a matter for the authority. When making
this decision, it should be recognised that a period of continuity can be helpful, particularly for
the development of greater knowledge and expertise, while rotation also helps to deliver a
new perspective.

Knowledge and experience

There is a range of knowledge and experience that audit committee members can bring to the
committee that will enable it to perform effectively. No one committee member would be expected
to be a specialist in all areas, but there are some core areas of knowledge that committee members
will need to acquire.

Appendix C sets out a knowledge and skills framework for audit committee members and the
committee chair. This can guide members on their training needs and support the evaluation of
the overall knowledge and skills of the committee. It can also be used when recruiting independent
members. It distinguishes between core areas of knowledge that all audit committee members
should seek to acquire and a range of specialisms that can add value to the committee.

The audit committee should review risks, controls and assurances that cover the entire
operation of the authority, so knowledge of specific service areas will be helpful. Other areas of
specialist knowledge and experience — for example, in accountancy, audit, governance and risk
management — will add value to the committee.

Training and development

Audit committees should have access to support to guide them in their roles, help them to
understand the key agenda items, and to keep them informed of new developments. Guiding the
audit committee includes a suggested training and support programme.

New co-opted members may have technical knowledge and experience, but they will still need

to understand the local government context with which they may not be familiar. Support should
also be provided to help integrate them into the committee and familiarise them with the council’s
structure and processes.

Audit committee members should review their knowledge and skills — for example, as part of an
annual self-assessment process or training needs analysis. As well as shaping the training plan,
evidence of the assessment and delivery of training will support the profile of the committee — for
example, by including it in the annual report.

DEVELOPING EFFECTIVENESS

An audit committee’s effectiveness should be judged by the contribution it makes to and beneficial
impact it has on the authority’s business. Since it is primarily an advisory body, it can be more
difficult to identify how the audit committee has made a difference. Evidence of effectiveness will
usually be characterised as ‘influence’, ‘persuasion’ and ‘support’. A good standard of performance
against recommended practice, together witfpjagtevlg_d\a@]ble and experienced membership, are
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essential requirements for delivering effectiveness. The CIPFA Position Statement recommends the
committee’s annual report should include the results of a performance assessment.

Assessing the effectiveness of the committee should consider the following:

e  An assessment of whether the committee is operating in accordance with the practices
recommended in this guidance and complies with legislation (where appropriate).

e  How the committee has fulfilled its terms of reference, including the core functions of the
committee.

e  The operation of the committee, including the support and training provided and how
members have developed their knowledge and experience.

e  The committee’s effectiveness in terms of impact on the quality of governance, risk
management and internal control, together with satisfactory audit arrangements.

e  Feedback from those interacting with the committee.

Feedback to committee members

It is normal practice in other sectors for the chair of the audit committee to provide feedback

to individual members. In the political environment of an authority, this is more difficult to do.
Consideration should be given to facilitating general feedback as part of a wider committee self-
assessment. Suggested areas for discussion include:

. attendance

participation in discussions and questioning

any training needs

suggestions for how the committee could develop.

Appendices to support evaluation

CIPFA has developed some improvement tools for the committee to use to inform its evaluation.
These are available in Appendices E and F.

The audit committee should report on its effectiveness in its annual report, and the annual
report should be timed to support the AGS. More information on the annual report is available in
Independence and accountability.

Problem solving

Where the committee is experiencing difficulties, the improvement tools may help to identify those
areas that need change. For a newly constituted committee, or one with several new members, it
can take time to build up effective operations. This is one reason why a comprehensive programme
of training and support is needed.

Other difficulties can arise if there is a poor understanding of the role and purpose of the committee
among others or if there is insufficient engagement.

Appendix D includes a summary of the difficulties that audit committees sometimes experience and
suggestions for addressing them.
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APPENDIX A

Sector and devolved
government guidance

PART 1: COMPARISON OF SECTOR AND DEVOLVED GOVERNMENT REGULATIONS
AND GUIDANCE ON KEY AREAS RELATING TO AUDIT COMMITTEES

Guidance area

Specific
legislation
or statutory
guidance

Establishment
of an audit
committee

Composition
of the audit
committee

England
(combined authorities)

Cities and Local
Government Devolution

Wales
(local authorities
and corporate joint

committees)

Local Government

England and
Wales Police

England,
Northern
Ireland and
Scotland
(local
authorities)

Financial Management Not applicable

(Wales) Measure 2011

Code of Practice for

Act 2016.

Combined Authorities
(Overview and Scrutiny
Committees, Access to
Information and Audit

as amended by the
Local Government

the Police Forces of
England and Wales

(Democracy) (Wales) Act

(FMCP) (Home Office,

2013.

Local Government and

Committees) Order 2017.

Elections (Wales) Act

Required

Committees must have
at least one independent
person as defined

by guidance.

The committee should
reflect the political
balance of the constituent
authorities as far as is
reasonably practical.

The committee may not
include an officer of the
combined authority or a
constituent council.

2021.

Required

The committee must have
lay persons comprise one-
third of its members.

The member appointed as
the committee chair must
be a lay person.

The deputy chair must
not be a member of the
executive or an assistant
to its executive.

The committee must be
politically balanced.
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2018).

Required No guidance

It is recommended
that this should be a
combined body for
both PCC and chief
constable.

Police audit committees No guidance
should comprise

between three and

five members who are

independent of the PCC

and the force.


https://www.legislation.gov.uk/ukpga/2016/1/contents/enacted
https://www.legislation.gov.uk/ukpga/2016/1/contents/enacted
https://www.legislation.gov.uk/ukpga/2016/1/contents/enacted
https://www.legislation.gov.uk/uksi/2017/68/contents/made
https://www.legislation.gov.uk/uksi/2017/68/contents/made
https://www.legislation.gov.uk/uksi/2017/68/contents/made
https://www.legislation.gov.uk/uksi/2017/68/contents/made
https://www.legislation.gov.uk/uksi/2017/68/contents/made
https://www.legislation.gov.uk/mwa/2011/4/contents
https://www.legislation.gov.uk/mwa/2011/4/contents
https://www.legislation.gov.uk/anaw/2013/4/contents/enacted
https://www.legislation.gov.uk/anaw/2013/4/contents/enacted
https://www.legislation.gov.uk/anaw/2013/4/contents/enacted
https://www.legislation.gov.uk/asc/2021/1/contents
https://www.legislation.gov.uk/asc/2021/1/contents
https://www.legislation.gov.uk/asc/2021/1/contents
https://www.gov.uk/government/publications/financial-management-code-of-practice
https://www.gov.uk/government/publications/financial-management-code-of-practice
https://www.gov.uk/government/publications/financial-management-code-of-practice
https://www.gov.uk/government/publications/financial-management-code-of-practice
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Guidance area England Wales England and England,
(combined authorities) (local authorities Wales Police Northern
and corporate joint Ireland and

committees) Scotland
(local
authorities)

Specified Review and scrutinise the  Review and scrutinise Consider the internal No guidance
functions authority’s financial affairs.  the authority’s financial and external audit
of the audit Review and assess affairs. reports of both the PCC
committee the authority’s risk Make reports and and the chief constable.
management, internal recommendations in Advise the PCC and
control and corporate relation to the authority’s  the chief constable
governance arrangements.  financial affairs. according to good
Review and assess the Review and assess the governance principles
economy, efficiency and risk management, internal @nd adopt appropriate
effectiveness with which control, performance risk management
resources have been assessment and arrangements in
used in discharging the corporate governance accordance with proper
authority’s functions. arrangements of the practices.
Make reports and authority.
recommendations to the Make reports and
combined authority. recommendations to the

authority on the adequacy
and effectiveness of those
arrangements.

Review and assess
the authority’'s ability
to handle complaints
effectively.

Make reports and
recommendations on
the authority’s ability
to handle complaints
effectively.

Oversee the authority’s
internal and external audit
arrangements.

Review the financial
statements prepared by
the authority.

Responsibilities No guidance Oversee external audit Review external audit ~ No guidance
of the audit arrangements. reports.
committee

in relation to
external audit
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PART 2: GOVERNMENT GUIDANCE BY SECTOR AND DEVOLVED GOVERNMENT ON
MATTERS THAT MAY BE INCLUDED IN AUDIT COMMITTEE TERMS OF REFERENCE

Accounts and audit regulations are statutory instruments issued by the UK or devolved
governments. The various regulations impose requirements on ‘relevant bodies’ — eg a local
authority, fire and rescue authority or police body — in relation to governance, internal control,
financial reporting and internal audit.

The accounts and audit regulations do not specify that these requirements must be met by an audit
committee. However, where it is the audit committee of a relevant body that undertakes or reviews
the specified task, the audit committee must meet the requirements of the regulations and take
them into account in agreeing their terms of reference.

The following is a link for each sector and/or region and the sets of regulations affecting them,
highlighting key regulations. The regulations are subject to periodic updates by the appropriate
government body, and audit committee members should be made aware of any changes by
their organisation.

Local authorities in England (including combined authorities and fire and rescue authorities)

Relevant government guidance Accounts and Audit (England) Regulations 2015

Local authorities in Wales

Relevant government guidance Accounts and Audit Regulations (Wales) 2014
and the Accounts and Audit (Wales) (Amendment)
Regulations 2018

Local authorities in Scotland

Relevant government guidance Local Authority Accounts (Scotland) Regulations 2014

Local authorities in Northern Ireland

Relevant government guidance Local Government (Accounts and Audit) Regulations
(Northern Ireland) 2015

Police in England

Relevant government guidance Accounts and Audit (England) Regulations 2015 (see also
the statutory guidance Financial Management Code of
Practice for the Police Forces of England and Wales (FMCP)
(Home Office, 2018))

Police in Wales

Relevant government guidance Accounts and Audit Regulations (Wales) 2014 and the
Accounts and Audit (Wales) (Amendment) Regulations
2018 (see also the FMCP)

Financial reporting deadlines

Amendments affecting the timetables for financial and governance reporting have been introduced
to allow for difficulties caused by the COVID-19 pandemic, and in England, difficulties with local
audit. Committee members are advised to check the latest positions.
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https://www.legislation.gov.uk/wsi/2014/3362/contents/made
https://www.legislation.gov.uk/wsi/2014/3362/contents/made
https://www.legislation.gov.uk/ssi/2014/200/contents/made
https://www.legislation.gov.uk/nisr/2015/106/contents/made
https://www.legislation.gov.uk/nisr/2015/106/contents/made
https://www.legislation.gov.uk/uksi/2015/234/contents/made
https://www.gov.uk/government/publications/financial-management-code-of-practice
https://www.gov.uk/government/publications/financial-management-code-of-practice
https://www.legislation.gov.uk/wsi/2014/3362/contents/made
https://www.legislation.gov.uk/wsi/2018/91/contents/made
https://www.legislation.gov.uk/wsi/2018/91/contents/made
https://www.gov.uk/government/publications/financial-management-code-of-practice
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APPENDIX B1
Suggested terms of
reference - local authority

INTRODUCTION

This appendix contains suggested terms of reference for local authorities.

In developing the terms of reference for an organisation, care should be taken to ensure that the
specific regulations appropriate for the authority are taken into account. Appendix A sets out these
requirements. Additional functions should be included where required.

Where the terms of reference refer to internal audit, regard should be had for how the internal audit
charter has allocated responsibilities to the committee. The audit committee’s terms of reference
and the audit charter should align.

SUGGESTED TERMS OF REFERENCE - LOCAL AUTHORITIES

Governance

The terms of reference should set out the committee’s position in the governance structure of
the authority.

Statement of purpose

The committee’s purpose is to provide an independent and high-level focus on the adequacy of
governance, risk and control arrangements. Its role in ensuring there is sufficient assurance over
governance, risk and control gives greater confidence to all those charged with governance [or

insert appropriate governing body] that those arrangements are effective.

The committee has oversight of both internal and external audit, together with the financial and
governance reports, helping to ensure there are adequate arrangements in place for both internal
challenge and public accountability.

Governance, risk and control

e Toreview the council's corporate governance arrangements against the good governance
framework, including the ethical framework, and consider the local code of governance.

e  To monitor the effective development and operation of risk management in the council.
e  To monitor progress in addressing risk-related issues reported to the committee.

e To consider reports on the effectiveness of internal controls and monitor the implementation of
agreed actions.
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To consider reports on the effectiveness of financial management arrangements, including
compliance with CIPFA’s Financial Management Code.

To consider the council’s arrangements to secure value for money and review assurances and
assessments on the effectiveness of these arrangements.

To review the assessment of fraud risks and potential harm to the council from fraud and
corruption.

To monitor the counter fraud strategy, actions and resources.

To review the governance and assurance arrangements for significant partnerships or
collaborations.

Financial and governance reporting

Governance reporting

To review the AGS prior to approval and consider whether it properly reflects the risk
environment and supporting assurances, including the head of internal audit’s annual opinion.

To consider whether the annual evaluation for the AGS fairly concludes that governance
arrangements are fit for purpose, supporting the achievement of the authority’s objectives.

Financial reporting

To monitor the arrangements and preparations for financial reporting to ensure that statutory
requirements and professional standards can be met.

To review the annual statement of accounts. Specifically, to consider whether appropriate
accounting policies have been followed and whether there are concerns arising from the
financial statements or from the audit that need to be brought to the attention of the council.

To consider the external auditor’s report to those charged with governance on issues arising
from the audit of the accounts.

Arrangements for audit and assurance

To consider the council’s framework of assurance and ensure that it adequately addresses the risks
and priorities of the council.

External audit

To support the independence of external audit through consideration of the external auditor’s
annual assessment of its independence and review of any issues raised by PSAA or the
authority’s auditor panel as appropriate.

To consider the external auditor’'s annual letter, relevant reports and the report to those
charged with governance.

To consider specific reports as agreed with the external auditor.

To comment on the scope and depth of external audit work and to ensure it gives value
for money.

To consider additional commissions of work from external audit.
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To advise and recommend on the effectiveness of relationships between external and internal
audit and other inspection agencies or relevant bodies.

To provide free and unfettered access to the audit committee chair for the auditors, including
the opportunity for a private meeting with the committee.

Internal audit

To approve the internal audit charter.

To review proposals made in relation to the appointment of external providers of internal audit
services and to make recommendations.

To approve the risk-based internal audit plan, including internal audit’s resource requirements,
the approach to using other sources of assurance and any work required to place reliance
upon those other sources.

To approve significant interim changes to the risk-based internal audit plan and resource
requirements.

To make appropriate enquiries of both management and the head of internal audit to
determine if there are any inappropriate scope or resource limitations.

To consider any impairments to the independence or objectivity of the head of internal audit
arising from additional roles or responsibilities outside of internal auditing and to approve and
periodically review safeguards to limit such impairments.

To consider reports from the head of internal audit on internal audit’'s performance during
the year, including the performance of external providers of internal audit services. These will
include:

—  updates on the work of internal audit, including key findings, issues of concern and action
in hand as a result of internal audit work

—  regular reports on the results of the QAIP

—  reports on instances where the internal audit function does not conform to the PSIAS and
LGAN, considering whether the non-conformance is significant enough that it must be
included in the AGS.

To consider the head of internal audit's annual report, including:

—  the statement of the level of conformance with the PSIAS and LGAN and the results of
the QAIP that support the statement (these will indicate the reliability of the conclusions
of internal audit)

—  the opinion on the overall adequacy and effectiveness of the council's framework of
governance, risk management and control, together with the summary of the work
supporting the opinion (these will assist the committee in reviewing the AGS).

To consider summaries of specific internal audit reports as requested.

To receive reports outlining the action taken where the head of internal audit has concluded
that management has accepted a level of risk that may be unacceptable to the authority or
there are concerns about progress with the implementation of agreed actions.

To contribute to the QAIP and in particular to the external quality assessment of internal audit
that takes place at least once every five years.

To consider a report on the effectiveness of internal audit to support the AGS where required
to do so by the accounts and oudpra@netigrﬁgee Appendix A).
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To provide free and unfettered access to the audit committee chair for the head of internal
audit, including the opportunity for a private meeting with the committee.

Accountability arrangements

To report to those charged with governance on the committee’s findings, conclusions and
recommendations concerning the adequacy and effectiveness of their governance, risk
management and internal control frameworks, financial reporting arrangements and internal
and external audit functions.

To report to full council on a regular basis on the committee’s performance in relation to the
terms of reference and the effectiveness of the committee in meeting its purpose.

To publish an annual report on the work of the committee, including a conclusion on the
compliance with the CIPFA Position Statement.
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reference — police

INTRODUCTION

This appendix contains suggested terms of reference for the audit committee of the PCC and chief
constable. The police audit committee must ensure that its terms of reference are in accordance
with the FMCP (Home Office, 2018) and remain an advisory body.

In developing the terms of reference for an organisation, care should be taken to ensure that the
specific regulations appropriate for the authority are taken into account. Appendix A sets out these
requirements. Additional functions should be included where required.

Where the terms of reference refer to internal audit, regard should be had for how the internal audit
charter has allocated responsibilities to the committee. The audit committee’s terms of reference
and the audit charter should align.

SUGGESTED TERMS OF REFERENCE - AUDIT COMMITTEE OF THE PCC AND
CHIEF CONSTABLE

Governance

The terms of reference should set out the committee’s position as an advisory committee to support
the PCC and chief constable.

Statement of purpose

The committee’s purpose is to provide an independent and high-level focus on the adequacy of
governance, risk and control arrangements. Its role in ensuring there is sufficient assurance over
governance risk and control gives greater confidence to the PCC and chief constable that those
arrangements are effective.

The committee has oversight of both internal and external audit, together with the financial and
governance reports, helping to ensure there are adequate arrangements in place for both internal
challenge and public accountability.

Governance, risk and control

. To review the council’s corporate governance arrangements against the good governance
framework, including the ethical framework, and consider the local code of governance.

e  To monitor the effective development and operation of risk management in the OPCC
and force.
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To monitor progress in addressing risk-related issues reported to the committee.

To consider reports on the effectiveness of internal controls and monitor the implementation of
agreed actions.

To consider reports on the effectiveness of financial management arrangements, including
compliance with CIPFA’s Financial Management Code.

To consider the OPCC'’s and force's arrangements to secure value for money and review
assurances and assessments on the effectiveness of these arrangements.

To review the assessment of fraud risks and potential harm to the OPCC and force from fraud
and corruption.

To monitor the counter fraud strategy, actions and resources.

To review the governance and assurance arrangements for significant partnerships or
collaborations.

Financial and governance reporting

Governance reporting

To review the AGS prior to approval by the PCC and chief constable and consider whether
it properly reflects the risk environment and supporting assurances, including the head of
internal audit’'s annual opinion.

To consider whether the annual evaluation for the AGS fairly concludes that governance
arrangements are fit for purpose, supporting the achievement of the OPCC's and
force’s objectives.

Financial reporting

To monitor the arrangements and preparations for financial reporting to ensure that statutory
requirements and professional standards can be met.

To review the annual statements of accounts. Specifically, to consider whether appropriate
accounting policies have been followed and whether there are concerns arising from the
financial statements or from the audit that need to be brought to the attention of the council.

To consider the external auditor’s reports to the PCC and the chief constable on issues arising
from the audit of the accounts.

Arrangements for audit and assurance
To consider the OPCC'’s and force’s framework of assurance and ensure that it adequately
addresses their risks and priorities.

External audit

To support the independence of external audit through consideration of the external auditor’s
annual assessment of its independence and review of any issues raised by PSAA or the
auditor panel as appropriate.

To consider the external auditor’'s annual letter, relevant reports and the report to those
charged with governance.

To consider specific reports as agreed with the external auditor.
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e  To comment on the scope and depth of external audit work and to ensure it gives value for
money.

. To advise on commissions of additional work from external audit.

e To advise and recommend on the effectiveness of relationships between external and internal
audit and other inspection agencies or relevant bodies.

e To provide free and unfettered access to the audit committee chair for the auditors, including
the opportunity for a private meeting with the committee.

Internal audit
e  Torecommend for approval the internal audit charter.

e Toreview proposals made in relation to the appointment of external providers of internal audit
services and to make recommendations.

e Toreview the risk-based internal audit plan, including internal audit’s resource requirements,
the approach to using other sources of assurance and any work required to place reliance
upon those other sources.

e To consider significant interim changes to the risk-based internal audit plan and resource
requirements.

e  To make appropriate enquiries of both management and the head of internal audit to
determine if there are any inappropriate scope or resource limitations.

e To consider any impairments to the independence or objectivity of the head of internal audit
arising from additional roles or responsibilities outside of internal auditing and to recommend
and periodically review safeguards to limit such impairments.

e  To consider reports from the head of internal audit on internal audit's performance during
the year, including the performance of external providers of internal audit services. These
will include:

—  updates on the work of internal audit, including key findings, issues of concern and action
in hand as a result of internal audit work

—  regular reports on the results of the QAIP

—  reports on instances where the internal audit function does not conform to the PSIAS and
LGAN, considering whether the non-conformance is significant enough that it must be
included in the AGS.

e To consider the head of internal audit's annual report, including:

—  the statement of the level of conformance with the PSIAS and LGAN and the results of
the QAIP that support the statement (these will indicate the reliability of the conclusions
of internal audit)

—  the opinion on the overall adequacy and effectiveness of the council’s framework of
governance, risk management and control, together with the summary of the work
supporting the opinion (these will assist the committee in reviewing the AGS).

e  To consider summaries of specific internal audit reports as requested.

e To receive reports outlining the action taken where the head of internal audit has concluded
that management has accepted a level of risk that may be unacceptable to the OPCC or force,
or where there are concerns about progress with the implementation of agreed actions.

Page 146

57



AUDIT COMMITTEES \ PRACTICAL GUIDANCE FOR LOCAL AUTHORITIES AND POLICE
THE AUDIT COMMITTEE MEMBER IN A LOCAL AUTHORITY

To contribute to the QAIP and in particular to the external quality assessment of internal audit
that takes place at least once every five years.

To consider a report on the effectiveness of internal audit to support the AGS where required
to do so by the accounts and audit regulations (see Appendix A).

To provide free and unfettered access to the audit committee chair for the head of internal
audit, including the opportunity for a private meeting with the committee.

Accountability arrangements

To report to the PCC and chief constable on the committee’s findings, conclusions and
recommendations concerning the adequacy and effectiveness of their governance, risk
management and internal control frameworks, financial reporting arrangements and internal
and external audit functions.

To report to the PCC and chief constable on a regular basis on the committee’s performance
in relation to the terms of reference and the effectiveness of the committee in meeting
its purpose.

To publish an annual report on the work of the committee, including a conclusion on the

compliance with the CIPFA Position Statement.
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APPENDIX C

Audit committee members -
knowledge and skills
framework

CORE AREAS OF KNOWLEDGE

Knowledge

Details of core knowledge required How the audit committee member is able to apply

area

Organisational
knowledge

Audit committee
role and
functions

Governance

An overview of the authority’s
governance structures and decision-
making processes.

Knowledge of the organisational
objectives and major functions of the
authority.

An understanding of the audit
committee’s role and place within the
governance structures.

Familiarity with the committee’s
terms of reference and accountability
arrangements.

Knowledge of the purpose and role of
the audit committee.

Knowledge of the seven principles
as outlined in Delivering Good
Governance in Local Government:
Framework (CIPFA/Solace, 2016).

The requirements of the AGS.

How the principles of governance are
implemented locally as set out in the
local code of governance.

the knowledge

This knowledge will be core to most of the audit
committee’s activities, including the AGS review,
internal and external audit reports and risk
registers.

This knowledge will enable the audit committee
to prioritise its work to ensure it discharges its
responsibilities under its terms of reference and to
avoid overlapping the work of others.

It will help the committee undertake a self-
assessment and prepare its annual report.

The committee will review the local code of
governance and consider how governance
arrangements align to the principles in

the Framework.

The committee will plan the assurances it is to
receive to adequately support the AGS.

The committee will review the AGS and consider
how the authority is meeting the principles of good
governance.

The committee will receive audit reports and
information on risks relating to governance.
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Knowledge Details of core knowledge required How the audit committee member is able to apply
area the knowledge
Internal audit e An awareness of the key principles e The audit committee has oversight of the internal
of the PSIAS and the LGAN. audit function and will monitor its adherence to
e Knowledge of the arrangements for professional internal audit standards.
delivery of the internal audit service e The audit committee will review the assurances
in the authority and the charter. from internal audit work and will review the risk-
o How the role of the head of internal based audit plan.
audit is fulfilled. e The committee will also receive the annual
e Details of the most recent report, including an opinion and information on
external assessment and level of conformance with professional standards.
conformance with the standards. e Inrelying on the work of internal audit, the
e Internal audit's strategy, plan and committee will need to be confident that
most recent annual opinion. professional standards are being followed.

e The audit committee chair is likely to be interviewed
as part of the external quality assessment, and
the committee will receive the outcome of the
assessment and action plan.

Financial e Awareness of the financial e Reviewing the financial statements prior to
management statements that a local authority publication, asking questions.
and financial must produce and the principles it e Receiving the external audit report and opinion on
reporting must follow to produce them. the financial audit.
 Anunderstanding of good financial ¢ Reviewing both external and internal audit
management practice as set outin recommendations relating to financial management
the CIPFA Financial Management and controls.

Code (FM Code) and the level of

’ T The audit committee should consider compliance
compliance with it.

with the FM Code and the role of the CFO and how

 Knowledge of how the organisation this is met when reviewing the AGS.
meets the requirements of the role of

the CFO as required by The Role of
the Chief Financial Officer in Local
Government (CIPFA, 2016) and m
Role of CFOs in Policing (2021).

e An overview of the principal financial
risks the authority faces.

External audit

Knowledge of the role and functions e The audit committee will meet with the external

of the external auditor and who auditor regularly and receive their reports and
currently undertakes this role. opinions.

e Knowledge of the key reports and e Monitoring external audit recommendations and
assurances that external audit will maximising the benefit from the audit process.
provide. ¢ The audit committee should monitor the relationship

e Familiarity with the auditor’s most between the external auditor and the authority and
recent plan and the opinion reports. support the delivery of an effective service.

e Knowledge about arrangements
for the appointment of auditors and
quality management undertaken.
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Knowledge Details of core knowledge required How the audit committee member is able to apply

area the knowledge

Risk e Understanding of the principles of e Inreviewing the AGS, the committee will consider
management risk management, including how the robustness of the authority’s risk management
it supports good governance and arrangements.
decision making. e Awareness of the major risks the authority faces
¢ Knowledge of the risk management is necessary to support the review of several audit
policy and strategy of the committee agenda items, including the risk-based
organisation. internal audit plan, external audit plans and the
e Understanding of risk governance explanatory foreword of the accounts. Typically, risk
arrangements, including the role of registers will be used to inform the committee.
members and of the audit committee. e The committee should also review reports and
e Knowledge of the current risk action plans to develop the application of risk
maturity of the organisation and any management practice.

key areas of improvement.

Counter fraud e Anunderstanding of the main areas e Knowledge of fraud risks and good fraud risk

of fraud and corruption risk that the management practice will be helpful when the
organisation is exposed to. committee reviews the organisation’s fraud strategy

o Knowledge of the principles of and receives reports on the effectiveness of that
good fraud risk management strategy.
practice in accordance with the e An assessment of arrangements should support
Code of Practice on Managing the AGS, and knowledge of good fraud risk
the Risk of Fraud and Corruption management practice will support the audit
(CIPFA, 2014). committee member in reviewing that assessment.

e Knowledge of the organisation’s
arrangements for tackling fraud.

Values of good The audit committee member will draw on this

Knowledge of the Seven Principles of

governance Public Life. knowledge when reviewing governance issues and
e Knowledge of the authority’s key the AGS.
arrangements to uphold ethical e Oversight of the effectiveness of whistleblowing
standards for both members and staff will be considered as part of the AGS. The audit
(eg code of conduct). committee member should know to whom concerns
e Knowledge of the whistleblowing should be reported.

arrangements in the authority.

Treasury o Effective Scrutiny of Treasury e Core knowledge on treasury management is
management Management is an assessment tool essential for the committee undertaking the role of
(only if it is within for reviewing the arrangements for scrutiny.

the terms of undertaking scrutiny of treasury

reference of the management. The key knowledge

committee to areas identified are:

provide scrutiny) - regulatory requirements

— treasury risks

— the organisation’s treasury
management strategy

— the organisation’s policies and
procedures in relation to treasury
management.

See also Treasure your assets (Centre
for Governance and Scrutiny, 2017).
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SPECIALIST KNOWLEDGE THAT ADDS VALUE TO THE AUDIT COMMITTEE

More specialist knowledge will add value to the committee, helping to ensure the committee is
able to achieve a greater depth of understanding. Including members with specialist knowledge
means there is an additional resource to support other members. Specialist knowledge may be
demonstrated by professional qualification and prior work experience.

When reviewing the overall knowledge of audit committee members or when planning the
appointment of co-opted independent members, it is helpful to look for opportunities to include the
following specialisms:

e  Accountancy, with experience of financial reporting

e Internal auditing

e  Risk management

e  Governance and legal

e  Expert service knowledge relevant for the organisation

. IT systems and security
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CORE SKILLS

As well as technical knowledge, the following skills will enhance an audit committee member's

aptitude to be on the committee.

Skills Key elements

How the audit committee member is able

to apply the skill

Strategic thinking ~ Able to focus on material

and understanding issues and the overall position

of materiality rather than being side tracked
by detail.

Questioning and Able to frame questions that

constructive draw out relevant facts and

challenge explanations, challenging
performance and seeking
explanations while avoiding
hostility or grandstanding.

Focus on Ensuring there is a clear plan
improvement of action and allocation of
responsibility.

Able to balance Able to understand the

practicality against practical implications

theory of recommendations to
understand how they might
work in practice.

Clear Support the use of plain English
communication in communications, avoiding
skills and focus on  jargon, acronyms, etc.

the needs of users

Objectivity Evaluate information based on
evidence presented, avoiding
bias or subjectivity.

Meeting Chair the meetings effectively:

management skills  summarise issues raised, ensure
all participants can contribute,
and focus on the outcome and
actions from the meeting.

When reviewing audit reports, findings will include areas of
higher risk or materiality to the organisation but may also
highlight more minor errors or control failures. The audit
committee member will need to pitch their review at an
appropriate level to avoid spending too much time on detail.

The audit committee will review reports and
recommendations to address weaknesses in internal control.
The audit committee member will seek to understand the
reasons for weaknesses and ensure a solution is found.

The audit committee’s outcome will be to secure
improvements to the governance, risk management or
control of the organisation, including clearly defined actions
and responsibilities. Where errors or control failures have
occurred, the audit committee should seek assurances that
appropriate action has been taken.

The audit committee should seek assurances that planned
actions are practical and realistic.

The audit committee will seek to ensure that external
documents such as the AGS and the narrative report in the
accounts are well written for a non-expert audience.

The audit committee will receive assurance reports and
review risk registers. There may be differences of opinion
about the significance of risk and the appropriate control
responses, and the committee member will need to weigh up
differing views.

These skills are essential for the audit committee chair to help
ensure that meetings stay on track and address the items on
the agenda. The skills are desirable for all other members.
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APPENDIX D

Problem-solving difficulties
with the audit committee

It is not uncommon for audit committees to face difficulties or barriers in fulfilling their potential
effectiveness. Some of these may be common issues that audit committees in any sector may face;
others may be unique to the local authority or police setting. The following assessment may be of
value in helping audit committee members or those supporting the committee to recognise and

address the challenges.

Areas of difficulty

Lack of experience and
continuity of knowledge among
audit committee members.

Audit committee members
do not feel confident in their
knowledge of particular areas.

Independent members lack
knowledge of the organisation
and lack connections with key
managers.

Poor management of audit
committee meetings means that
work is unfocused or fails to
reach a clear conclusion.

The audit committee spends
too much time on minor
details rather than underlying
arrangements of governance,
risk and control.

Possible causes

Where turnover of membership
is very frequent, it will be difficult
for the committee to build up
experience.

Lack of training and support.

Poor induction.

Limited opportunities to engage
with the organisation outside of
formal meetings.

Lack of experience or skill in
managing meetings by the chair.

Committee members are unsure
about their role.

Poor support from the
committee secretary.

Agenda management fails to
prioritise key areas.

The chair does not intervene
to keep the focus at an
appropriate level.
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Possible improvement options

Enhanced level of support and training
to members will be required. To
enhance continuity, the authority should
consider recruitment of independent
members.

Enhanced level of support and training
to members.

Improve induction.

Identify appropriate meetings,
briefings or other opportunities that
independent members could attend to
help develop better understanding.

Training and support.

Develop a mentoring/coaching
programme.

Chair seeks feedback from meeting
participants.

Consider skills and experience in the
selection of the chair.

Provide training and guidance to
committee members on their role.

Improve committee support.

Review the process of agenda
development.

Review the terms of reference and
provide training.

The chair seeks feedback from meeting
participants.

Provide the chair with committee
management training.
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Areas of difficulty

Possible causes

Possible improvement options

The committee lacks focus,
and members struggle to gain
an overall understanding of
their remit.

Senior officers do not
understand the work of the
committee and are not sighted
on its output.

Elected representatives

not directly involved with

the committee have little
understanding of its work and
do not see its output.

Recommendations made by
the audit committee are not
actioned.

The audit committee fails to
make recommendations or
follow up on issues of concern.

The audit committee strays
beyond its terms of reference
— for example, undertaking a
scrutiny role.

Committee members have a
range of objectives rather than
focusing on governance, risk,
control and audit matters.

The committee is too large or
lacks continuity because of regular
attendance by substitutes.

Infrequent attendance by
senior officers.

The audit committee fails to
engage with other committees in
the authority.

Attendance is often limited
to the CFO and the head of
internal audit.

Committee recommendations
are not directed to appropriate
member bodies.

Reporting arrangements are
not effective.

Wider induction arrangements do
not cover the audit committee.

A poor relationship between the
committee and the executive or
senior officers.

The audit committee’s
recommendations are
not adequately aligned to
organisational objectives.

A weak or inexperienced chair.
Members are inexperienced or do
not fully understand their role.
Poor briefing arrangements prior
to meetings.

Committee reports fail to
adequately identify the action
required by the committee.

The terms of reference do not
adequately scope the work of
the committee.

Misunderstanding about the role
of the committee.

Inadequate guidance from the
committee secretary to the chair
on its role.
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Training and emphasis on the non-
political and strategic focus of the
committee.

Reform of the committee structure to
reduce membership and remove use of
substitutes.

Expand attendance at audit committee
meetings — for example, invite heads

of service when major risks or control
issues are being discussed — and

share the CIPFA guidance (FAQs) more
widely.

Invite newly elected members to
attend audit committee meetings.

Review reporting and accountability
arrangements.

Prepare an annual report that sets
out how the committee has fulfilled its
responsibilities.

Share the CIPFA guidance (FAQs).

A senior officer provides internal
facilitation to support improved
relationships.

Improve knowledge and skills among
audit committee members.

Ensure better engagement with
appropriate managers or the executive
at an earlier stage.

Provide guidance and support.

Improve briefing to the chair prior to
the meeting.

Ensure reports contain clear
recommendations.

Review the terms of reference and
provide training and guidance.
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Areas of difficulty Possible causes Possible improvement options

Political points of view interfere e A lack of understanding aboutthe e Seek feedback from those interacting

with the work of the audit role of the committee. with the committee or external
committee. e Difficulty separating the work of assessment.
the committee from the wider e Provide support or training for
politics of authority. the chair.

e Consider the role of independent
members.

Review the terms of reference and

A breakdown in the relationship e A lack of understanding about the

between committee members role of the committee. provide training and guidance.

and the executive, PCC or e Differing perceptions on the value e A senior officer provides internal

chief constable/deputy chief of the committee facilitation to support improved

constable, ortW|th senior « Personality clashes. relationships.

management. e Seek an external assessment or
facilitation.

e Change the chair or membership if the
constitution or opportunity arises.
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APPENDIX E
Self-assessment of
ocood practice

This appendix provides a high-level review that incorporates the key principles set out in

CIPFA’s Position Statement and this publication. Where an audit committee has a high degree
of performance against the good practice principles, it is an indicator that the committee is
soundly based and has in place a knowledgeable membership. These are the essential factors in
developing an effective audit committee.

A regular self-assessment should be used to support the planning of the audit committee work
programme and training plans. It will also inform the annual report.

Good practice questions Does not Partially complies and extent of Fully

comply improvement needed* complies

Major Significant Moderate Minor No further
improvement improvement improvement improvement improvement

Weighting of answers 0 1 2 3 5
Audit committee purpose and governance

1 Does the authority have a dedicated audit
committee that is not combined with other
functions (eg standards, ethics, scrutiny)?

2 Does the audit committee report directly to the
governing body (PCC and chief constable/full
council/full fire authority, etc)?

3 Has the committee maintained its advisory role
by not taking on any decision-making powers?

4 Do the terms of reference clearly set out the
purpose of the committee in accordance with
CIPFA's 2022 Position Statement?

5 Do all those charged with governance and in
leadership roles have a good understanding of
the role and purpose of the committee?

6 Does the audit committee escalate issues and
concerns promptly to those in governance and
leadership roles?

7 Does the governing body hold the audit
committee to account for its performance at
least annually?

* Where the committee does not fully comply with an element, three options are available to allow distinctions between
aspects that require significant improvement o@@g@nlg_rgzgring minor changes.
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Good practice questions Does not Partially complies and extent of Fully

comply improvement needed complies

Major Significant Moderate Minor No further
improvement improvement improvement improvement improvement

Weighting of answers 0 1 2 3 5

8 Does the committee publish an annual report in
accordance with the 2022 guidance, including:

e compliance with the CIPFA Position
Statement 2022

e results of the annual evaluation,
development work undertaken and planned
improvements

e how it has fulfilled its terms of reference
and the key issues escalated in the year?

Functions of the committee

9 Do the committee’s terms of reference explicitly
address all the core areas identified in CIPFA’s
Position Statement as follows?

Governance arrangements
Risk management arrangements

Internal control arrangements, including:
e financial management

e value for money

e ethics and standards

e counter fraud and corruption

Annual governance statement
Financial reporting
Assurance framework
Internal audit
External audit
10 Over the last year, has adequate consideration

been given to all core areas?

11 Over the last year, has the committee only
considered agenda items that align with its
core functions or selected wider functions, as
set out in the 2022 guidance?

12 Has the committee met privately with the
external auditors and head of internal audit in
the last year?
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Good practice questions Does not  Partially complies and extent of Fully

comply improvement needed complies

Major Significant Moderate Minor No further
improvement improvement improvement improvement improvement

Weighting of answers 0 1 2 3 5

Membership and support

13 Has the committee been established in
accordance with the 2022 guidance as
follows?

e Separation from executive

e A size thatis not unwieldy and avoids use
of substitutes

e Inclusion of lay/co-opted independent
members in accordance with legislation or
CIPFA's recommendation

14 Have all committee members been appointed
or selected to ensure a committee membership
that is knowledgeable and skilled?

15 Has an evaluation of knowledge, skills and
the training needs of the chair and committee
members been carried out within the last two
years?

16 Have regular training and support
arrangements been put in place covering the
areas set out in the 2022 guidance?

17 Across the committee membership, is there a
satisfactory level of knowledge, as set out in
the 2022 guidance?

18 Is adequate secretariat and administrative
support provided to the committee?

19 Does the committee have good working
relations with key people and organisations,
including external audit, internal audit and
the CFO?

Effectiveness of the committee

20 Has the committee obtained positive feedback
on its performance from those interacting with
the committee or relying on its work?

21 Are meetings well chaired, ensuring key
agenda items are addressed with a focus on
improvement?

22 Are meetings effective with a good level
of discussion and engagement from all the
members?

23 Has the committee maintained a non-political
approach to discussions throughout?
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Good practice questions Does not Partially complies and extent of Fully

comply improvement needed complies

Major Significant Moderate Minor No further
improvement improvement improvement improvement improvement

Weighting of answers 0 1 2 3 5

24 Does the committee engage with a wide range
of leaders and managers, including discussion
of audit findings, risks and action plans with
the responsible officers?

25 Does the committee make recommendations
for the improvement of governance, risk and
control arrangements?

26 Do audit committee recommendations have
traction with those in leadership roles?

27 Has the committee evaluated whether and
how it is adding value to the organisation?

28 Does the committee have an action plan to
improve any areas of weakness?

29 Has this assessment been undertaken
collaboratively with the audit
committee members?

Subtotal score

Total score
Maximum possible score 200**
*x 40 questions/sub-questions multiplied by five. Page 161
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Evaluating the

APPENDIX F
impact

and effectiveness of the
audit committee

An audit committee’s effectiveness should be judged by the contribution it makes to and the
beneficial impact it has on the authority’s business. Since it is primarily an advisory body, it can be
more difficult to identify how the audit committee has made a difference. Evidence of effectiveness

will usually be characterised as ‘influence’, ‘persuasion’ and ‘support.

The improvement tool below can be used to support a review of effectiveness. It identifies the

broad areas where an effective audit committee will have impact.

Figure 1: The influential audit committee
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The table includes examples of what the audit committee might do to have impact in each of
these areas.

The third area includes key indicators that might be expected to be in place if arrangements are
in fact effective. These indicators are not directly within the control of the audit committee, as it is
an advisory body. They do provide an indication that the authority has put in place adequate and
effective arrangements, which is the purpose of the committee.

Use the tool for discussion and evaluation of the strengths and weakness of the committee,
identifying areas for improvement.

Areas where the Examples of how the audit Key indicators of effective Your evaluation:
audit committee committee can demonstrate arrangements strengths,
can have impact its impact weaknesses and
by supporting proposed actions
improvement
Promoting the e Supporting the development e Elected members, the leadership
principles of good of alocal code of team and senior managers all
governance and governance. share a good understanding of
their applicationto o providing a robust review of governance, including the key
decision making. the AGS and the assurances principles and local arrangements.
underpinning it. e Local arrangements for
e Supporting reviews/audits of governance have been clearly set
governance arrangements. out in an up-to-date local code.
e Participating in self- e The authority’s scrutiny
assessments of governance arrangements are forward looking
arrangements. and constructive.
e Working with partner e Appropriate governance
audit committees to review arrangements established for all
governance arrangements in collaborations and arm’s-length
partnerships. arrangements.

e The head of internal audit’s
annual opinion on governance is
satisfactory (or similar wording).

Contributing to the e Encouraging ownership e The head of internal audit's
development of an of the internal control annual opinion over internal
effective control framework by appropriate control is that arrangements are
environment. managers. satisfactory.
e Actively monitoring e Assessments against control
the implementation of frameworks such as CIPFA's FM
recommendations from Code have been completed and a
auditors. high level of compliance identified.
e Raising significant e Control frameworks are in
concerns over controls place and operating effectively
with appropriate senior for key control areas — for
managers. example, information security or
procurement.

Page 163

74



APPENDIX F \ EVALUATING THE IMPACT AND EFFECTIVENESS OF THE AUDIT COMMITTEE

Your evaluation:
strengths,

Areas where the
audit committee

Examples of how the audit
committee can demonstrate

Key indicators of effective
arrangements

can have impact
by supporting
improvement

Supporting the
establishment of
arrangements for
the governance of
risk and for effective
arrangements to
manage risks.

Advising on the
adequacy of

the assurance
framework and
considering whether
assurance is
deployed efficiently
and effectively.

Supporting effective
external audit, with
a focus on high

its impact

Reviewing risk management e
arrangements and their
effectiveness, eg risk
management maturity or
benchmarking.

Monitoring improvements to
risk management.

Reviewing accountability
of risk owners for major/
strategic risks.

Reviewing the adequacy .
of the leadership team’s
assurance framework.

Specifying the committee’s
assurance needs, identifying
gaps or overlaps in
assurance.

Seeking to streamline
assurance gathering and
reporting.

Reviewing the effectiveness
of assurance providers,

eg internal audit, risk
management, external audit.

Reviewing and supporting
external audit arrangements
with focus on independence

weaknesses and
proposed actions

A robust process for managing
risk is evidenced by independent
assurance from internal audit or
external review.

The authority’s leadership team
have defined an appropriate
framework of assurance, including
core arrangements, major service
areas and collaborations and
external bodies.

The quality of liaison between
external audit and the authority is
satisfactory.

quality and timely and quality. e The auditors deliver in accordance
audit work. e Providing good engagement with their audit plan and any

on external audit plans amendments are well explained.

and reports. e An audit of high quality is

e Supporting the delivered.

implementation of audit

recommendations.
Supporting the e Reviewingthe audit charter e Internal audit that is in

quality of the
internal audit
activity, in particular
underpinning its
organisational
independence.

and functional reporting
arrangements.

Assessing the effectiveness

of internal audit

arrangements, providing .
constructive challenge and
supporting improvements.

Actively supporting the
quality assurance and
improvement programme of
internal audit.

conformance with PSIAS and
LGAN (as evidenced by the most
recent external assessment and
an annual self-assessment).

The head of internal audit and
the organisation operate in
accordance with the principles
of the CIPFA Statement on the
Role of the Head of Internal
Audit (2019).
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Your evaluation:
strengths,
weaknesses and
proposed actions

Areas where the
audit committee

Examples of how the audit
committee can demonstrate
its impact

Key indicators of effective
arrangements

can have impact
by supporting

improvement

Aiding the
achievement of the
authority’s goals
and objectives by
helping to ensure
appropriate
governance,

risk, control

and assurance
arrangements.

Supporting the
development of
robust arrangements
for ensuring value for
money.

Helping the authority
to implement the
values of good
governance,
including effective
arrangements for
countering fraud and
corruption risks.

Reviewing how the .
governance arrangements
support the achievement of
sustainable outcomes.
Reviewing major projects
and programmes to ensure
that governance and
assurance arrangements are
in place.

Reviewing the effectiveness
of performance management
arrangements.

Ensuring that assurance .
on value-for-money
arrangements is included in

the assurances received by

the audit committee.

Considering how
performance in value for
money is evaluated as part of
the AGS.

Following up issues raised
by external audit in their
value-for-money work.

Reviewing arrangements o
against the standards set

out in the Code of Practice on
Managing the Risk of Fraud
and Corruption (CIPFA, 2014).

Reviewing fraud risks and
the effectiveness of the
organisation’s strategy to
address those risks.

Assessing the effectiveness
of ethical governance
arrangements for both staff
and governors.

Inspection reports indicate that
arrangements are appropriate
to support the achievement of
service objectives.

The authority’s arrangements to
review and assess performance
are satisfactory.

External audit’s assessments of
arrangements to support best
value are satisfactory.

Good ethical standards are
maintained by both elected
representatives and officers. This
is evidenced by robust assurance
over culture, ethics and counter
fraud arrangements.
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APPENDIX F \ EVALUATING THE IMPACT AND EFFECTIVENESS OF THE AUDIT COMMITTEE

Areas where the Examples of how the audit Key indicators of effective Your evaluation:
audit committee committee can demonstrate arrangements strengths,

can have impact its impact weaknesses and
by supporting proposed actions
improvement

Promoting effective Working with key members/ e The authority meets the statutory

public reporting the PCC and chief deadlines for financial reporting
to the authority’s constable to improve their with accounts for audit of an
stakeholders and understanding of the AGS appropriate quality.
local community and and their contribution to it. e The external auditor completed the
measures to improve o |mproving how the authority audit of the financial statements
transparency and discharges its responsibilities with minimal adjustments and an
accountability. for public reporting — for unqualified opinion.
example, better targeting e The authority has published its
the audience and use of financial statements and AGS
plain English. in accordance with statutory
e Reviewing whether decision guidelines.
making through partnership o The AGS is underpinned by
organisations remains a robust evaluation and is
transparent and publicly an accurate assessment of
accessible and encourages the adequacy of governance
greater transparency. arrangements.

e Publishing an annual report
from the committee.

OVERALL QUESTIONS TO CONSIDER
1 Does the committee proactively seek assurance over the key indicators?

2 How proactive is the committee in responding to aspects of governance, risk, control and audit
that need change or improvement?

3 Are recommendations from the committee taken seriously by those responsible for
taking action?

REPORTING RESULTS

The outcome of the review can be used to inform the committee’s annual report.
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