CITY AND COUNTY OF CARDIFF AGENDA | TEM 8
DINAS A SIR CAERDYDD

POLICY REVIEW & PERFORMANCE
SCRUTINY COMMITTEE 12 September 2013

AUDIT COMMITTEE MINUTES - INFORMATION REPORT

Reason for the Report

1.

To present for information copies of the minutes of the Audit Committee, which are
attached at Appendix A of this report. As further minutes become available these will
be presented to the Committee at appropriate points in the Committee’s work

programme.

Background

2.

The former Cardiff Independent Audit Panel was established in 2002. Comprising of
three independent members, the role of the Panel was to provide independent
assurance of the adequacy of the internal control and risk management framework;
independent scrutiny of the authority’s financial and non-financial performance, and to
oversee the financial reporting process. While no elected Members sat on the Panel,
the Policy Review and Performance Committee had strong links with it, endeavouring

to create a mutually beneficial working relationship.

In 2009 the role of the Panel itself and of the relationship between it and Scrutiny was
reviewed. Following these reviews the membership of the Panel was extended to
include Elected Members. Its relationship with this Committee was also strengthened,
the bodies aspiring to ensure that the roles of the Panel and Scrutiny were
complementary and that any duplication of work was reduced to a minimum. The
previous Policy Review & Performance Scrutiny Committee membership agreed that a
mutually respectful working relationship with the Audit Panel was beneficial; that there
was a clear role for both bodies; and anticipated a two way referral between the Panel

and Committee.



. The Local Government (Wales) Measure 2011 required an Audit Committee to be

established in place of the Panel. This was agreed at Full Council in May 2012. The

Terms of Reference were as confirmed by Council at its Annual Meeting on 23 May

2013:

* To consider matters of relevance to the efficient financial administration of the
Council, particularly in relation to its systems of good corporate governance,
probity and financial strength.

* To receive relevant reports from the Council’'s Section 151 Officer with regard to
the above and to consider internal audit matters brought to the Committee’s
attention by the Section 151 Officer or the Internal Audit & Risk Manager or
requested by the Committee.

* To seek assurances that the Council has complied with the Treasury Management
Strategy and Practices by demonstrating effective control of the associated risks
and pursuing optimum performance consistent with those risks.

* To receive reports of the Council’s External Auditor, in particular concerning the
Regulatory Plan, the Annual Audit Letter and any statutory reports issued by the
Auditor.

» To agree responses to external audit reports where appropriate and to refer these
(along with the report) to the Cabinet or relevant Scrutiny Committee or Council as
appropriate and to consider any responses where relevant.

* Toreceive a quarterly report of all completed audit reports with a synopsis of the
work undertaken together with a graded assurance opinion.

» Toreceive a quarterly summary report of school audits together with a graded
assurance opinion with individual reports considered by school governing bodies.

* To review the implementation of internal audit report recommendations on a
regular basis as part of the Audit & Risk Manager’s progress reporting cycle.

* To review value for money, efficiency and effectiveness through consideration of
financial performance indicators and comparative studies where relevant.

» To raise the profile of probity generally within the Council and to report on matters
of concern to the Cabinet or to Council as necessary and appropriate.

* To receive reports of any significant incidents of fraud or financial impropriety and

actions taken to enhance controls where this is considered necessary.



» To receive reports on fraud prevention and detection initiatives and updates to any
related policies and strategies.

* To examine the annual audit plan and propose for consideration any other audit
investigations.

* To regularly review the Corporate Risk Register.

5. The Committee is comprised of a mix of Independent Panel Members and non-

Executive Elected Members. The composition of the Audit Committee is as follows:

Sir Jon Shortridge (Chair) Councillor Gretta Marshall

Sir Richard Lloyd Jones Councillor Mary McGarry

Prof. Maurice Pendlebury Councillor Paul Mitchell

(One independent member vacancy) Councillor Jim Murphy
Councillor Jayne Cowan Councillor David Walker
Councillor Nigel Howells (One Elected Member vacancy)

6. The Audit Committee currently receives copies of the minutes of Policy Review and
Performance Scrutiny Committee meetings for information. Minutes of the Audit
Committee’s meetings will be presented to this Committee at appropriate points in the
Committee’s work schedule.

Way Forward

7. These minutes are attached for information purposes only.

Legal Implications

8. The Scrutiny Committee is empowered to enquire, consider, review and recommend
but not to make policy decisions. As the recommendations in this report are to
consider and review matters there are no direct legal implications. However, legal
implications may arise if and when the matters under review are implemented with or
without any modifications. Any report with recommendations for decision that goes to
Cabinet/Council will set out any legal implications arising from those
recommendations. All decisions taken by or on behalf of the Council must (a) be within

the legal powers of the Council; (b) comply with any procedural requirement imposed



by law; (c) be within the powers of the body or person exercising powers of behalf of
the Council; (d) be undertaken in accordance with the procedural requirements
imposed by the Council e.g. Scrutiny Procedure Rules; (e) be fully and properly
informed; (f) be properly motivated; (g) be taken having regard to the Council's
fiduciary duty to its taxpayers; and (h) be reasonable and proper in all the

circumstances.

Financial Implications

9. The Scrutiny Committee is empowered to enquire, consider, review and recommend
but not to make policy decisions. As the recommendations in this report are to
consider and review matters there are no direct financial implications at this stage in
relation to any of the work programme. However, financial implications may arise if
and when the matters under review are implemented with or without any
modifications. Any report with recommendations for decision that goes to
Cabinet/Council will set out any financial implications arising from those

recommendations.

RECOMMENDATIONS
10.Members are recommended to
(i) Note the minutes of the Audit Committee, attached to this report;
(i) Consider how it would like to continue the working relationship with the Audit

Committee.

MARIE ROSENTHAL
County Clerk and Monitoring Officer (Democratic Services)
6 September 2013
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AUDIT COMMITTEE
20 MAY 2013
Present: Sir Jon Shortridge (Chairperson), Dr Niokling,

Sir Richard Lloyd Jones and Prof. Maurice Pendigbu

County Councillors Cowan, Marshall, McGarry, Murphy
and Walker.

Apologies:  County Councillors Hinchey, Howells avidchell.

48 : DECLARATIONS OF INTEREST

The Chairperson reminded Members of their respditgibnder Article
16 of the Members’ Code of Conduct to declare atgrest, and to
complete personal interest forms at the commenceaifehe item of
business.

The following declarations were made:

Member [tem I nterest
Sir Richard Lloyd General Interest Personal Interest as spouse is
Jones Chair of a Charity which

receives funding from Cardiff
Council (Families Need
Fathers Cymru)

Sir Jon Shortridge General Interest Personaldsteas Chair of
Community Service
Volunteers (CSV)

Councillor Murphy General Interest Personal — as School
Governor of Ysgol Hywel
Dda

49 : MINUTES

RESOLVED - That the minutes of the meeting 27 M&@h3 were
agreed as a correct record and signed by the @Ensmp.
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50 : MATTERS ARISING

(i)  Min No 44 (iii) - Briefing Report: Internal AutdMatters

The Committee wished to reinforce the need forrh@kAudit reports
provided to Chairs of Governors identifying thei@as should be shared
with the Governing Body and in particular the apped Governor
responsible for Finance and the Headteacher.

RESOLVED - That the Audit & Risk Manager ensurd Hibletters /
reports relating to Internal Audit matters addrdgsethe Chairs of
Governors are copied to the appointed Governoworesple for finance
and the Headteacher and that they provide assutlaaicthey have
received the information.

(i)  Welsh Government’s Learning Pathways Programme ignd

The Corporate Director Resources reported thatrcoafion of the
transitional arrangements had not been received fhe Welsh
Government and there remained some uncertaintyebhewthose starting
the course in 2013 should receive 2 year funding.

(i) Budget Update

The Corporate Director Resources provided an ugmtatbe Out-turn
position for 2012/13 which was to be reported tbiGet in June. The
overall position showed a slight surplus in theoarts for last year.

Work was in progress on the budget for 2014/15taadMedium Term
Financial Plan. The Committee was advised thaethwas a potential
funding gap of £64m over the next 3 years with £281ne found in
2014/15. The 2013/14 budget process had requif22im saving.

The Corporate Director advised that the outcom@mfernments
Spending Review would be announced in late Jurtetteaat it was likely
that the settlement in Wales would be reduced laatithe Welsh
Government would require Local Government to makéér savings.
Work was ongoing with service area finance groupthe Budget
Strategy for July Cabinet.

The Committee commended the Corporate Director tress and her
team for bringing in the out-turn position withwaglus, particularly in
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light of the economic position and pressures onices that had been
encountered during the year. The Committee ndteahallenges for the
budget going forward.

51 : WALES AUDIT OFFICE (WAO)

(i) 2013/14 Performance Audit Work and Fees

Steve Barry from the Wales Audit Office (WAO) raefd to the broad
programme of work and associated fee for 2013/1skteut in the
report. He advised that WAO would be carrying @@orporate
Assessment this year as part of a four-year ropiregyramme of
assessments at all Welsh Councils. The Corporates&sent would
provide a position statement of the Council’'s céyamnd capability to
deliver continuous improvement; examine track réadrperformance
and outcomes; and examine the key arrangementarthaecessary to
underpin improvements in services and functionse dutcomes of the
Corporate Assessment will be published.

In addition to the annual programme of audit arskasment of
improvement planning and reporting arrangemengs;eéSBarry advised
that WAO would undertake a programme of Improven&tatliies and
Local Government National studies and this woutdude the following
proposed work:

* Improvement study — Safeguarding
Review of whole authority governance and manage@eahgements
for safeguarding children and vulnerable adults;

» Local Government National Study —Welfare Reform
Review of arrangements to manage the impact ofanelieform;

» Local Government National Study - Delivering wids$
The impact on services and citizens. This woulthleefirst of a series
of national studies into specific service areasxamine how best use
Is being made of diminishing resources;

» Local Review
Work to be identified in collaboration with the Guuil as part of the
ongoing assessment of risk. Examples of possiekesaof review for
examination are:
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(i) Delayed Transfer of Care (DETOC) - review of reska
previously undertaken and work being undertakethby ocal
Health Board (LHB) with the Kings Fund; and reviefv
operational arrangements between the LHB and Local
Authority;

(i)  Study on the Joint Education Service.

The Committee was also advised that the AuditoreGdrhas a duty
under the Local Government Wales Measure in relabche co-
ordination of the regulatory functions of the WA@Qdarelevant
regulators:- the Care and Social Services InspatetMvales (CSSIW);
Estyn; and the Welsh Language Commissioner. Thgerah
performance audit work that the WAO and relevagulators will carry
out will be set out in more detail in a Work Plardalimetable which
will be reviewed every quarter.

An Annual Improvement Report for Cardiff Councilgablished every
year summarising the WAO work and that of relevagulators, and
issue reports (and/or letters) setting out theifigsl of audit and
assessment work. Steve Barry indicated that then€ahad requested
that these be discussed with the Cabinet prioetegosubmitted for
consideration by the Policy Review & Performancen@ottee and Audit
Committee.

The Committee made the following comments and olagi@ns:

. the need for timely WAO reports to Committee andasons that
the proposal for all reports to be considered blyiz before
Audit and Policy Review & Performance Scrutiny Coittees
would delay the receipt of these important reports;

. the minutes of the relevant meetings of Cabinebtwsider WAO
reports be provided to the Audit Committee for mifiation;

. the importance of a robust and focussed performar@aegement
and continuous improvements systems, and the oeed f
benchmarking against comparator Core Cities outdidkes;

. Members noted that the work undertaken on NEET Sblead used
as an exemplar in other Local Authorities in Endlan

. a Member raised the importance of looking at corauoar
information with England authorities of Key Stagatthinments
and the support of WAO in ensuring that the comjoara
information is available.
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RESOLVED - That

(1) the proposed Wales Audit Office fee structure fohk@V
Performance Audit Work April 2013 to March 2014rmded;

(2) consideration be given to the reporting and tinoh§vVAO reports
to Cabinet and Audit Committee to avoid any unngagsdelays;

(3) the minutes of the Cabinet meeting relating to WAters/reports
be provided to the Audit Committee;

(4) WAO consider the performance management arrangsmedtthe
need for a more rigorous approach as part of itp@ate
Assessment of the Council.

52 : GOVERNANCE AND RISK MANAGEMENT

() Annual Governance Statement 2012/13

The Council is required to produce an Annual Goaroe Statement
(AGS) to accompany the Statement of Accounts asinedjunder
Regulation 4 of the Accounts and Audit Regulati2f85.

The Committee had sight of the draft AGS 2012/1i8sanheeting 27
March 2013 (Min No: 43) and comments and obsermatraised by
Members had been included in the final draft fanssderation at this
meeting for any further improvements or changese final document
had been updated to include any new issues captutbd Senior
Management Assurance Statements which had beeriatechpy Chief
Officers and reviewed at the year end. The AGSuwakerpinned by the
CIPFA /SOLACE Delivering Good Governance Local Gowveent
framework and the core principles and had beelfieerpy the Section
151 Officer and Monitoring Officer.

A number of issues arose from the discussionsiatioa to the Audit
Committee assurances, in particular in relatioretmnciling and
reflecting the wording of paragraph 86 with thé a6issues of concern
recorded in paragraph 87 of the AGS; and thatishénl paragraph 87
was not exhaustive. Members raised issues relatingnfidentiality and
good governance — particularly in relation to exemgtters; issues
relating to Safeguarding Children; the Cardiff Loeartnership Board
governance and reporting mechanism; the needferelitiate between
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governance and risks; the need to expand the amcaised about non-
compliance issues.

The Corporate Director Resources provided an ugdaimmmittee on
the current recruitment to the Senior Managememhtand the
appointments process; and advised that the fulptioment of Directors
would be in post by early September. The Assidbargctor post would
be advertised imminently.

RESOLVED - That

(1) the Committees comments in relation to Paragrapren@ 87 of
the report be noted and the wording be amendegflext the
exceptions listed in paragraph 87;

(2) further work be undertaken to distil the prioritfes the Audit
Committee going forward as part of the Audit Plad &Vork
Programme;

(3) the Corporate Director Resources consider goingduad the
reporting arrangements from the Cardiff Local Penghip Board
and provide a considered view to a future meeting;

(4) prior to the development of the AGS for the curngsdr
consideration be given to clarifying the issuesedias significant
governance matters and risks.

(i)  Corporate Risk Reqister

The Committee received an updated on the Corp&iateRegister that
reflects the year end position to March 2012/13.

The CRR has 23 risks all of which are assignedaip@rate Chief
Officer level to ensure the most senior level ohevship and
accountability. During the period December to Miattte CPR on
Partnerships had been closed and a new risk rglatiklostile Vehicle
Mitigation in Cardiff had been raised details ofigéhwere contained in
Appendix B to the report.

The Audit and Risk Manager advised that the Sevimmagement Team
was undertaking ‘deep dive’ of each of the riskd ampeer review of risk
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owners. Work was also underway to look at the rodsmand
improvements to mitigate risks.

The Committee noted the process and the work heidgrtaken on
identifying and monitoring risks. A number of neatt were raised in
discussions including under the Welfare Reform stia¢ement included

in the register about the Council’s ability to mi#ststatutory obligations.
Members noted that Marsh the Council’s Risk parba&t undertaken a
piece of work relating to the risks and that thasl lbeen received and was
to be considered.

RESOLVED - That

(1) the Corporate Risk Register be noted and thr& Weing
undertaken be endorsed,;

(2) anote be prepared for the Committee on therssheeded by the
Council in respect of the risk identified for WekaReform and
reflecting on the outcomes of the Marsh report.

(i) Business Continuity — Briefing Report

The Committee received an update on the Counaiksness continuity
capability with specific regard to managing theibass continuity risk,
as outlined in the Corporate Risk Register andivencil’s operational
resilience.

The Committee was advised that the original busimapact analysis

work undertaken is maintained and reviewed at l@astially at a

strategic level. The Council’s risk managementrimas used to assess

the potential impacts of not delivering each atfivi For ease each

activity is allocated a Red, Amber, Green or Bleafing depending on

how quickly the activity is required to be reinstt

* Red activities are the first time scale of 0 -1 hidleese are our most
time critical activities.

« Amber activities are the next set of activitiesawzkto be recovered
between 1 hour and 24 hours.

» Green activities need to be recovered between hddy working
days.

» Black activities would be recovered beyond 5 waogkilays.

The initial objective set by the Councils Senioatership Team (SLT)
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were to make the Red activities (0-1 hours) adéisias resilient as
practical and build effective business continuigngs to help manage and
recover from a disruptive incident. The Councs 34 Red activities; 28
of these have effective plans in place, and trengaining Red activities
that are not covered within a signed off busine@sgiouity plan sit with
Internal Services (ICT).

The Committee was advised that as part of a regmwng forward that a
piece of work was being undertaken to update then€ibs Emergency
Management Plan to reflect the new Senior ManageB8teacture and to
embed the incident management structure and etigtréhe plans are fit
for purpose.

Going forward the new directorates will focus oa fkmber activities to
enhance the resilience capability and to ensuiseethan be captured and
audited to meet the needs of the Plan. Furthek vg8arontinuing on
advice and guidance on Community resilience im&st in particular
resilience in areas of flooding and severe weatiedents, and that this
work had been recognised by the core cities group.

Members thanked the officers for the update anddtite ongoing work
and were advised that the ongoing IT resiliencekvegtiould be
completed within the next few months.

RESOLVED - That the briefing note on the Coundiissiness
Continuity Plan be noted and an update be provid¢lde December
meeting of the Committee on the remaining 3 IT Retilvities

53 : TREASURY MANAGEMENT REPORT

() Treasury Performance Report

The report provided performance information anasitppn statement on
Treasury Management as at 31 March 2013 and higHtey changes
from the previous report received in January 20IBe Committee was
advised that there were no material changes frenptlvious quarter,
and that a report on the Out-turn 2012/13 posivonld be provided to
the next meeting.

In response to questions, the Committee was adhsgdor new
investments, and in accordance with the Treaswuagddgement Strategy
approved by Council, the Council was looking atemsing more
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favourable interest rates by considering opporemio invest with the
highest credit quality investments for up to a maxmn of two years,
instead of the previous three month limit. Membeese advised of the
reason for the reduction in internal borrowing wiweas due to the
receipt of late grants in 2012/13 from the Welslv&oment, and an
underspend in Capital Programme.

RESOLVED - That the report be noted.
54 : INTERNAL AUDIT

() Internal Audit Annual Report 2012-13

The Committee received the Internal Audit Annuap&e for 2012/13
The plan contained an overview of the work undemaind the
challenges in 2012-13; performance against the alah; issues relating
to service delivery including resourcing; linksGorporate Risk Register;
risk management; corporate governance; qualityrassa and audit
findings and opinion; main areas of risk and clmajes going forward.

The Committee commented on a number of issueshithbeen
identified previously and matters for the work margme going forward
which included:

» compliance to unsatisfactory audit reports;

» resources and budgetary implications;

« Street lighting;

» the impact of job evaluation;

» Value for money audits;

» the importance of the roll out to schools of polaryd procedure on

Anti Fraud and Anti Corruption.

RESOLVED - That

(1) the Committee welcomed the detailed report anddhidéecontents
with the suggested amendment to be made to pagedthe
narrative on Job Evaluation;

(2) for the quarterly report the Audit & Risk Manageepare a note
on the time line for the follow up actions on progment in Street
Lighting;
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(3) the significant issues highlighted in Appendix Blo# report be
distilled into the audit programme for the nextt@28 months.

55 : OPERATIONAL MATTERS — BRIEFING NOTES

()  Six Year Rolling Programme Highway Bridges & Struret
Inspections

The Committee received a briefing on the implenmigorteof the Principal
Bridge Inspection Programme for Highway Bridges &hdictures. The
Committee was advised of the code of practicelfer'Management of
Highway Structures” which provides guidance to gl authorities
regarding how highway structures should be man&gedsure that they
are “Safe for Use and Fit for Purpose”; and the pesctice inspection
regime which includes General Inspections 2 yeanky Principal
Inspections 6 yearly. This regime follows the niegments of the
Highways Agency and Welsh Government on the Motgrarad Trunk
Road Network.

The Committee was advised that the general inspectre by definition
and overview inspection without gaining specialesscto areas of the
structure inaccessible from either ground levedrtering confined
spaces. Principal Inspections are a detailed atigpeof all elements of
the structure and may involve the use of accesfoptas, or the use of
specialist divers to enter confined areas in loid®s and culverts.

The Highway Authority in Cardiff is responsible 93 structures in
Cardiff. This comprises 1 Tunnel, 5 Viaducts, Bidges, 62 Subways,
108 Culverts and 86 Retaining Walls. Prior to 2@tidcipal Inspections
were only undertaken on an ad hoc basis with noifspeudget
allocation to enable a programme to be put in place

The non-compliance with the Code of Practice wastified as a major
risk to the Authority. The practice of not undé&rntey Principal
Inspections led to a reactive maintenance regindasanot aligned to the
principals of Asset Management.

In 2011/12 limited funding was allocated to undegta nominal number
of Principal Inspections and to develop a programiraspections to
comply with the requirements of the Code of Practi¢he programme is
such that structures on the main routes (A48 arZB23into Cardiff

have been prioritised. One major Viaduct will beluded each year in
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order of age since construction; other structureslavided such that a
proportion of each group is undertaken each year.

In 2012/13 funding was allocated to fully implemarpirogramme of
PI's. In total 86 structures were inspected, iditilg A4232 Leckwith
Woods Viaduct.

Members noted the briefing and the issues, inqdar the steps being
taken to meet the requirements of the Code of ieeahd the risks
identified. There were significant concerns alibetlevels of
compliance and inspections, and the resourcesasaivhich had to be
balanced against the risk.

RESOLVED - That the Committee welcomed the updatetinoted the
content; and requested that an update be provadée: tCommittee in 12
months.

56 : DRAFT AUDIT COMMITTEE ANNUAL REPORT

The Committee received the first draft of the AuCammittee Annual
Report for comments and improvements. A numbehahges were
identified and these would be updated in the plEme Chair indicated
that if Members had any further changes to let kmow and he would
review and input into the report before bringing fimal draft to
Committee prior to submission to Council 25 Julyt20

57 : AUDIT COMMITTEE WORK PROGRAMME

The Committee received an update on the currerit wagramme and
the programme of work going forward. The work peogme would
need to be updated to encompass the key issuaeteargithat will come
forward from matters highlighted within the Corpr&isk Register;
Annual Governance Statement; Annual Internal Aceport and with
reference to the work of the Wales Audit Office.

RESOLVED - That

1. further consideration of the work programmeubdertaken at the
next meeting;

2. the Audit and Risk Manager draw together a gemgnsive list of
key issues arising from the Corporate Risk Regigtenual
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Governance Statement; Annual Internal Audit repad with
reference to the work of the Wales Audit Office.

58 : MINUTES POLICY REVIEW & PERFORMANCE SCRUTINY
COMMITTEE:

The Committee received the minutes of the Policyi®e and
Performance Scrutiny Committees held 20 Februadycalarch 2013
for information.

RESOLVED - That the minutes as circulated be noted.

59 : DATE OF NEXT MEETING

The date of the next meeting would be Monday 8 208/3 at 4.30pm.
Dates of future meeting were to be determined aWitty Council and
Committee meetings at the June Council meeting

60 : DR NICK COOLING

Members were advised that this would be Dr Nick lDgdast meeting
as he had tendered his resignation from the Commeitt

The Chair on behalf of the Committee thanked Narkhis valuable and
significant contribution to the work of the Comragtover the last five
years and wished him all the very best for therfutu

(Meeting closed at 12.55)

Chair
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Present: Dr Nick Cooling and Prof. Maurice Pendtgb

County Councillors Cowan, Howells, Marshall, McGarr

Murphy and Walker.

Apologies  Sir Jon Shortridge (Chairperson), Sitard Lloyd Jones
and County Councillors Hinchey and Mitchell.

37 : CHAIRPERSON

It was proposed and seconded that Prof. MauricdlPeuary be
appointed Chairperson of the Audit Committee fas theeting.

(Professor Pendlebury in the Chair)

38 : DECLARATIONS OF INTEREST

The Chairperson reminded Members of their respditgibnder Article
16 of the Members’ Code of Conduct to declare atgrest, and to
complete personal interest forms at the commenceaifi¢he item of

business.

The following declarations were made:

Member Ite
Prof. Pendlebury General Interest
Councillor Howells General Interest

Councillor McGarry  General Interest
Councillor Marshall  General Interest
Councillor Murphy General Interest
Councillor Walker General Interest

39 : MINUTES

Interest

Personal — SdAowérnor

Personal — $ti@overnor
Personal — School Governor
Personal — School Governor
Personal — School Governor
Personal — School Governor

RESOLVED - That the minutes of the meeting 28 JgnR@13 were
agreed as a correct record and signed by the @Ensamp.
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40 : MATTERS ARISING

Single Status and Job Evaluation: - Appeals

The Committee inquired whether all appeals madehbge in detriment
as a result of Job Evaluation had been consider@di@ecisions made on
them. The Chief Corporate Services & Section 1§ic€ advised that
she would get confirmation of this and inform then@nittee before the
next meeting.

The view of the Committee was that Job Evaluatiat been a major
exercise for the authority and suggested that itlavbe useful to carry
out an evaluation of it in order to see whethdiadl achieved what was
intended.

()  Briefing on provision for NEETs: - Welsh Governnisriearning
Pathways Programme Funding

This programme is a collaborative vocational edooaturriculum for
young learners who would otherwise fall outsidéooimal learning
opportunities and at the time of the last meetiag Weing funded by the
Welsh Government, although it was uncertain whetiherot that funding
would continue. The Committee asked if the Welsivéénment had
confirmed that it would continue the funding ofstiprogramme. The
Chief Corporate Services & Section 151 Officer addithe Committee
that she would get confirmation of this and provide the Committee at
the next meeting.

(i) Budget Update

The Chief Corporate Services and Section 151 Offidermed the
Committee that the Council’s budget for 2013/14 wajagroved on 28
February 2013. There was to be no increase in €lloliax. Over the
coming year the Council aimed to make savings @félion. Pressure
bids amounting to £3.4 had been submitted and thewtd be new
capital investment of £4.3 million over the nextfiyears. The challenge
for the Council was to make sure that it delivesadhese savings in
order to ensure that the Council had balancedudgét by the end of
2013-14. Over the medium term, based on curréotrmation the

Council may need to achieve further savings otacE64 million.
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The Committee asked how much of the savings the¢ teebe made
would be a result of the Council’s Transformatisoggamme. The Chief
Corporate Services and Section 151 Officer aduisatprojects and
programmes that were seen as transformative hatlfidd savings of

£6 million but that savings from overall major olge initiatives would
take that figure up to circa £12 million duringl3014.

(iv) St Albans Primary School

At the meeting on 28 January 2013 the Committeeived assurances
from the Interim Corporate Director (People) thesslons had been learnt
from the situation at St Albans Primary School, athhad which had
been placed under special measures and receivaticsigt media
attention. The Committee felt that a letter shdaddsent to the Cabinet
Member for Education and Lifelong Learning (inclgliLibraries) to
seek further reassurance that lessons would bet l@ad that the severity
of the issues that occurred at the school ovemnabeu of years did not
happen again.

RESOLVED- That

(1) the Chief Corporate Services and Section 151 Gftioafirm that
all Single Status appeals for those in detrimera eesult of Job
Evaluation had been completed;

(2) an evaluation of Job Evaluation be undertaken ¢ongeether the
initial objectives had been achieved, whether asgdns had been
learnt and whether it was considered to be a sagces

(3) the Chief Corporate Services and Section 151 QOfttioafirm
whether the Welsh Government was to continue td the
Learning Pathways programme and inform the Comendtehe
next meeting,

(4) aletter be sent to the Cabinet Member for Edunaiiad Lifelong
Learning (including Libraries) to seek further masmnces that
lessons would be learnt and that the severity®fdbues that
occurred at St Albans Primary School over a numbgears do
not happen again.
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41 : WALES AUDIT OFFICE (WAO)

()  Annual Financial Audit Outline 2012/13

Janet McNicholas from the Wales Audit Office gaya@sentation on the
Audit Annual Financial Audit Outline 2012/13. TR®mmittee was
advised that the audit ensured that high level$rotsnin accounting are
in place and that the Council is able to identidygmtial business risks,
for example the restructuring of the Council’'s semianagement team -
something which could have significant implicatidasthe Council.

The audit monitors the Council’s financing of iegpdal programme, a
significant proportion of which is to be financéutdugh unsupported
borrowing. Where there is unsupported borrowiregerhave to be
checks and balances and the borrowing has to coniiythe
requirements of the Prudential Code. The auditr@sstompleteness of
financial reporting to make sure that all potenitetilities are reflected
in the Council’s accounts.

The Committee was advised that last year there s@re issues with the
Council’'s Whole of Governments Accounts (WoGA) fical statement,
particularly around the inclusion of manually dexdvdebtor and creditor
balances. Work has been done to make sure ttss greblems do not
recur and good procedures are now in place.

The Committee noted the importance of high levekas but suggested
that in some areas light touch auditing, especialye for money
auditing, would be beneficial for the authorityyip&ps bringing in ideas
from other authorities and finding more ways in eththe Council can
save money. The Committee was advised that valuedney auditing
is part of the WAQO's future strategy. Value formey auditing has to
have regard for a Local Authority’s particular firi@al challenges. It has
to comply with the requirements of the Auditor Gextiéut in a way that
assists and supports Local Authorities, and losaus$sion can take place
regarding the needs of a Council in terms of thditaiself and the
savings it would like to make.

Regarding the WAOQO charges for carrying out an atioit Committee
asked whether the WAO ever benchmarks against trgsaisations that
audit local authorities in Scotland or Ireland.eT®ommittee was
advised that the WAO does benchmark in this wayistiserefore
challenged on the fees it charges.
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(i) Performance and Audit Programme Update

Steve Barry of the Wales Audit Office gave a présion on the
Programme Update.

The Committee was provided with an update on warkied out during
2012-13. Progress had been as expected but sorgs there to be done
a little differently. Under Improvement Assessmimtthe year, a local
study was being carried out to determine whetheQbuncil’s
arrangements will help reduce the proportion ofngopeople who are
not in employment, education or training (NEETd)efe is also a Local
Government All-Wales study into NEETs. It had béegided to bring
the findings of these two pieces of work togeth&lso, after discussion
with the Cabinet, it had been decided to changedigeence of reporting.
Reports would go to the Cabinet first, before bgrgsented to the
Policy Review and Performance Scrutiny Committec thie Audit
Committee.

The Committee was informed that the other All-Waksglies were as
follows:

* An improvement study into the effectiveness of soyu

* An improvement study that evaluates the Counagisaw of
governance and preparation of the Annual Govern8tatement
(AGS).

* Meeting the Financial Challenge — a desk top rewoéthe all Wales
position leading to national report that gives apsiot of how local
authorities in Wales are managing to provide sesvin the face of
austerity.

* An improvement study — key themes from assessna¢nts
performance leading to a national report looking@atformance
Management arrangements.

The Committee was advised that there would be @dgpatthin the

WAQO fee for some local work to be done and thers stame appetite for
work on Delayed Transfers of Care (DTOC). Thislddae undertaken
with the Health Board and the Vale of Glamorganhuity, perhaps in
the coming year, although it was not certain whatfocus of this would
be.
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The Committee was invited to submit ideas for lagaik and the Chief
Corporate Services & Section 151 Officer agreddatse on this with
any member who wished to suggest items.

The Committee asked whether the changes to be todlde sequence of
reporting will mean that the Committee will not dlgle to give any input
into a report before it goes to the Cabinet. Then@ittee was advised
that this would be the case.

The Committee asked when the improvement studykieyathemes from
assessments of performance will be completed. Cldmmittee was
advised that the report was due to be publishédiay 2013 and a letter
about the report had already been sent to the Exiefutive of the
Council.

RESOLVED - That

(1) it was noted that the All-Wales Studiesprovement Study - the
evaluation of the Council’s review of governanced aneparation
of the Annual Governance Statement was in progredshe
WAO would provide the Committee with an update whe
appropriate;

(2) Members are invited to make suggestions for lo@akwo be
undertaken within the WAO work fee and the Chieffidoate
Services and Section 151 Officer agreed to fatdlithis.

42 . TREASURY MANAGEMENT REPORT

() Treasury Performance Report

The report provided performance information an@sitpn statement on
Treasury Management as at 28 February 2013 antighigkey changes
from the previous report received as at 31 DecerP0O&p.

The Committee asked whether recent events in Cypousd have any
impact on the Council’s investments. The Committes advised that
the Council does not have any investments in Cyprus

The Committee enquired about the Council’s investrs@rategy in UK
banks and were advised that part-nationalised Utk®avere seen as
safer investments for the Council.
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On 22 February 2013, Moody’s, one of the three meaadlit rating
agencies, downgraded the sovereign rating of theetliKingdom by one
notch under what is termed Triple A (Aaa) statuse Tommittee
received a briefing note on this and noted thairténér downgrade is
possible.

The Committee asked how often the Council revidwesgeographical
spread of its investments, given the way seriousdrgvents such as
those in Cyprus can affect investments. The Cotemitvas advised that
all investments are under constant review, somstumeler daily review
when there are serious world events that could havienpact on them.
RESOLVED - That the report be noted.

43 : GOVERNANCE AND RISK MANAGEMENT

(i) Draft Annual Governance Statement (AGS) Briefingp&ée

The Council is required to produce an Annual Goaroe Statement
(AGS) to accompany the Statement of Accounts. Aiit Committee
has identified the importance of the AGS and askadceive an
overview at this meeting and a final draft in Mayth an opportunity to
contribute.

The Committee was advised that it is importanetoember that the
AGS is about governance across the whole of thenGbuThe AGS is
based on six key principles and these are as fellow

» Focusing on the purpose of the authority and onaruaés for the
community and creating and implementing a visiarthe local area.

 Members and Officers working together to achiegemmon purpose
with clearly defined functions and roles.

* Promoting values for the authority and demonstggatite values of
good governance through upholding high standardsiduct and
behaviour.

» Taking informed, transparent decisions which aigesa to effective
scrutiny and managing risk.

» Developing the capacity and capability of Memberd afficers to be
effective.
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* Engaging with local people and other stakehold@ensure robust
public accountability.

The Committee was advised that the draft AGS dootisheals with each
of the key principles and how the Council is megtitem. Because it is
just at the end of the 2012-13 financial year goaace assurance
documents are still being completed by managersinfortant part of
the draft AGS document is the table in which sigaifit governance
iIssues are recorded, and this is updated annualyas suggested that
when the final draft is seen in May 2013 the Cortesitmay wish to
select significant issues that have been identdisdl consider them for its
work programme.

The Chairperson asked the Committee for views oat whght be
included in further discussion on the AGS at then@uttee meeting in
May. The Committee suggested governance in schesgecially in
relation to non-compliance, and the role of thet@iSouth Consortium
Joint Education Service.

The Committee was advised that quarterly reportsliavprovide
information on key areas, such as procurementracirdudits and some
non-compliance issues. The Committee will be as&eagive its views on
the governance arrangements that are in placenltli Council. The
Committee asked who was currently responsible deeghance, as it
seems that at the moment the responsibility faas spread amongst a
number of different people. The Committee was s&tlithat the Chief
Executive as Head of Paid Service and Members, traeell
responsibility for governance.

The Committee referred to page 6, point 41 of ttadt AGS:

« Each Committee provides recommendations to thenéglihe
significant majority of which are fully acceptedhe Council’s five
Scrutiny Chairs also write over 100 letters eachr ye Cabinet
Members following Scrutiny Committee meetings, affg advice on
service improvements.

The Committee asked how it was known that the ritgjof Scrutiny
Committee recommendations are accepted and askwad vas
monitored. It seems as if there was no way of kngwhether
recommendations were accepted, and this was tleensttsall Scrutiny
Committees.
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The Committee asked whether the changes to thedl@wstructure that
are currently underway, particularly the appointtrfmew Corporate
Directors, which would affect the draft AGS. Therfimittee was
advised that these appointments will not affectditedt under
consideration because the draft is for 2012/13thecppointments had
not yet been made.

The Committee noted that the Council’'s contrachwig Strategic Risk
Management Partner, Marsh Ltd, ended in DecemhbE2 a08d asked
what impact this had. Marsh, over the course @i ttontract, undertook
a number of specific exercises to supplement thi& wo Risk
Management undertaken internally and this provdukteery useful.
There was a continual supporting role for MarstiRisk Management
matters generally and as such, it was not congidie&imental that the
partnership had ended.

The Committee noted that the draft AGS statestii@aCouncil is
developing Neighbourhood Management arrangememfacilitate the
engagement of local people in the identificatiomoctl priorities and
solutions’ and felt that this was something thatudtl be discussed at a
future meeting. The Committee suggested that Neigthood
Management arrangements could be expanded totriéfeetull range
and type of engagement that Elected Members hawdadal people and
agreed that it would be a good idea if a registgretitions was kept.

The Committee referred to page 7, point 56 of tfadt AGS, which
states that:

* In some areas compliance with Council rules has mEntified as an
iIssue and training has been arranged and offerklht@agers in those
areas.

The Committee commented that for governing bodiean sometimes be
very difficult to ensure that people are awarerad &ully comply with the
financial procedures that are in place.

The Committee noted that in Pembrokeshire a mewiiie public had
made a video recording of a Council meeting. Then@ittee was aware
that in Cardiff full meetings of the Council areoeded and simultaneous
webcasted on the Council’s website, but recordingibmbers of the
public was not allowed.
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The Committee discussed matters relating to them@ance of the
Council’s Regulatory Committee; public involvemémthese
Committees; and officer support and advice.

In conclusion, it was agreed that Sir John Shay&jcs Chair of the
Audit Committee, should be given the opportunithéawve input to any
comments from Audit Committee on the AGS.

RESOLVED - That

(1) the report be noted and the Committee noted thaligation of the
content of the draft Annual Governance StatemehAB cannot
be completed until year end,;

(2) the Audit Committee form a view of the Council’svgonance
arrangements based on the work they have undertakiba
financial year 2012/13 and provide a statementtmbluded in
the AGS;

(3) the Audit Committee reinforce the requirement fibChief
Officers and Heads of Service to complete a Seviammagement
Assurance Statement at the year end position 2812/drder for
the draft AGS to be finalised as soon after yedranpossible;

(4) the Audit Committee receive a final draft AGSlait meeting in
May with an opportunity to comment on its content;

(5) Neighbourhood Management arrangement be includémt in
consideration in the Work Programme going forward,

(6) regarding point 60 of the draft AG8rfangements for
consultation and for gauging the views of localgednclude the
Citizen’s Panel, the Ask Cardiff Survey, servicecHc
consultations, and processes to receive and respmpdtitions
and community referenda. Consultations undertdieservice
areas are in accordance with the Council’'s Corperat
Consultation Strategy, the Committee noted that currently no
register of petitions that are submitted by loczdle is kept. The
Committee agreed that it would be a good ideadhsaregister
was kept;
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(7) regarding point 60 of the draft AG&lécted Members offer
surgeries to their constituents and the Councaasvely
developing Neighbourhood Management to facilithee t
engagement of local people in the identificatiotoo#l priorities
and solutions,)the Committee felt that this point could be
expanded to reflect the full range and type of geg#ent that
Elected Members have with local people.

44 : INTERNAL AUDIT

() Internal Audit Strategy 2013-14

The Committee was advised that once the Stratedypban approved at
high level, work on assigning audits could begonirthe beginning of
April 2013.

The Committee was advised that the Internal Auttat8gy serves a
number of purposes as follows:

* To provide an overview of the Audit service andr@sources,
included in an updated Audit Charter;

» To identify key challenges and potential risks tihat Audit service
faces over the coming 12 months, based on a SW@&iTieg,

» To provide extracts from the Internal Audit Servitlan to show
objectives set, potential outcomes and how ittisnded to measure
performance during 2013-14, within available resear

» To provide an overview of the audit work planned2613-14, based
on assessment of risks, at the time the Audit RBlanepared.

The Audit team had been restructured and was welifeed and well
positioned going forward.

The report provided an outline of the current abdiget and the
structure of the Audit Section. With regard to #was and delivery of
the Audit Service, the strategy document statestiiwould involve

the following:

» acyclical, independent and objective review ofiakncial systems
across the authority, based on an ongoing assesshmesk,
undertaken to identify and promote good practiaktarhighlight
weaknesses in financial control so that improvesieah be
considered. It aims to provide management withrasses on internal
control and the efficient, effective use of resestc
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The Audit Section also provides the authority vathinvestigation
service. The provision of this service involved tbllowing:

« a proactive approach to prevention and detectidraofl and financial
impropriety, alongside a professional investigaservice based
around effective intelligence gathering and evidelngilding

The Audit Strategy document states the Audit Satgioommitments
and aims in relation to quality, standards andasrust care, these aims
and commitments being as follows:

Quality and Standards

« Commitment to providing a professional, effectigéicient and
quality service to all clients;

» Adherence to relevant Codes of Practice and Stdapar

» Compliance with Professional Accountancy Bodies taerdCouncil’s
Codes of Conduct;

» Arange of Business Objectives, Targets and Pedonom
Indicators/Benchmarking;

* Annual Report and quarterly reporting to the Secti61 Officer and
to Audit Committee;

» External Scrutiny e.g. the Wales Audit Office;

» Continuous Staff Development and Training Programmme

* Quality Assurance Questionnaires.

Customer Care

* Respond to all our customers’ enquiries quickly affdctively.

* Involve clients in all stages of the audit process.

 Initial response within 24 hours to enquiries aufi/malpractice.

* Provide an initial response to letters from thelgubithin 7 working
days and a full response within 14 days.

« Complete audits in timely fashion within agreeddirames

» Regularly review the services we provide to ensioeg support the
objectives of the Council and continue to “add ealu

The Committee was referred to the SWOT (Strentheaknesses,
Opportunities and Threats) analysis within thetesga document. The
Committee was informed that the aim is to try afehtify key challenges
for the coming year and work towards these.
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On Performance Management within Audit, the Conesitvas informed
that the Service Plan — Audit 2013-14 containsralmer of objectives;
six objectives for Audit, six for Audit/Investigat and two for
Governance. Tasks had been set to realise thgsgtivbs and the
Service Plan set out the measures to be used tdanparformance of
these tasks.

The Audit Strategy document contained a summapfafned audit days
for 2013-14. These are grouped into the follovangit categories:

e Fundamental

* Corporate Governance Assurance

» Other Assurances

» Service Specific

» External

* Management

The Committee was advised that undertaking fundémhandits was
key, and that it was estimated that a large nurobaudit days would be
spent on Other Assurances, particularly on contradtts.

The Committee noted that the SWOT analysis highdigim issue of low
morale in relation to Single Status and asked Hm@\vAudit Section has
been affected by this. The Committee was inforthatl some members
of the team had found themselves to be in detrirasr result of Single
Status; had appealed against those decisions;aahthé results of their
appeals. Two members of the team left last yebobhe had since
returned. There has been a high level of sickabsence, including
some long-term sickness but the Sickness Abserio®y paas being
complied with and all necessary home visits weragmade.
Motivation for those now in detriment was an isus was being
addressed.

Referring to the Service specific audits, the Cotteaiasked how the
number of audit days allocated for a particulaviserarea was reached.
The Committee was advised that the number of akacaudit days was
based on the number of factors that had been fehtor a particular
service area. Using a Red, Green Amber (RGA) gpslystem a matrix
had been created and this was used to arrivesitfarlthe audits of the
various service areas for 2013-14. Underpinnirgigt would be an
assessment of risk for each service area, altheugh where risks were
identified it could take some time before the awdis undertaken. The
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Committee asked if it could see the list and thdiA& Risk Manager
agreed to provide it.

The Committee asked whether Service specific awditdd include
value for money audits and, if they were includesked what aspects of
the service that part of the audit would focus ®he Committee was
advised that when carrying out Service specifidtautle auditors have
been told to look at efficiency, processes and eyasich as duplication
of tasks. A number of auditors sit on project lisaand challenge those
who are developing the project to think about whas necessary and
what was not. The audit team are always willingdasider any value
for money exercises and are currently looking #iédint aspects of
spend within Central Transport Services, alongaigeobity review. It
was also mentioned that Senior Management hachanstbility for
ensuring value for money and with budgets as theyshould be actively
engaging within their own management teams to do so

The Committee noted that approximately 75% of thestigation team’s
time was spent on benefit fraud and asked if thlecaitly received any
reimbursement for that from the Department of Wamki Pensions. The
Committee was informed that some subsidy for frandk was received
but it did not cover the full costs of the work tigcarried out.

The Committee noted that the Summary of plannedtAlays indicated
that it was estimated that 320 audit days wouldgent on auditing
Education and Lifelong Learning. The Committee wdsgised that the
Audit Section intend to audit approximately thisighools in 2013-14.

RESOLVED - That
(1) the report be noted,;

(2) the Internal Audit Strategy and Internal Audit Pfan2013 -14 be
approved;

(3) The Audit & Risk Manager make available to the Cattewr the
list of audits planned for 2013-14.
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(i) Public Sector Internal Audit Standards

The Committee was informed that these standardsased on sound
principles. There was more emphasis on assessrAamw requirement
was that external assessments are to be carriead matst once every five
years. These are to be carried out by externakasss and would be
different to the audits carried out by the WAOmiay be possible that
local authorities can be audited by an audit teeam fa different local
authority but for this to take place the audit tedrom a number of
different authorities would have to be set up aawmtt group. The new
requirement for an assessment every five yearseas as a good thing
for the Audit Section as it would now have the aimaport of the Chief
Corporate Services & Section 151 Officer plus #yort of the
independent external assessors.

RESOLVED - That the report be noted and the Pubdictor Internal

Audit Standards (PSIAS) be agreed for adoption wffact from £ April
2013.

(i) Briefing Report: Internal Audit — Matters Agsing

The Committee received a briefing report on a rasfgesues arising
from discussing the Internal Audit Progress repbthe Audit
Committee meeting held on28anuary 2013.

The briefing report covered a number of aspecth@internal audit
process, namely:

* Risk Assessment

* Audit Opinion

* Report Format

* Follow Up Action

» Criteria for Managers Attending Audit Committee
* Benchmarking

The Committee was informed that that there aredifferent types of

risk assessment: one for assessing audit priofdrete coming year and
ranking potential audit assignments in order d;résd the other
provides management with an auditor’s perspectivheorisks associated
with a recommendation for improvement arising framaudit. When a
risk assessment is undertaken the assessmentsaaditigh / Medium /
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Low risk score to each audit assignment withinAlidit Plan and the
risk score dictates the priority the audit is given

The Committee was informed that the main conclusitan audit report
would include an overall audit opinion. The awaptnion was given
using the following rating system:

Opinion
VERY GOOD

GOOD

SATISFACTORY

UNSATISFACTORY

UNSOUND

Description

Very well controlled with minimal risk
and minor recommendations. High level of
assurance can be provided.

Well controlled with some risks
identified which require addressing. Assurance
can be generally provided.

Adequately controlled although risks
identified which may compromise the overall
control environment; improvements required.
Some assurance can be provided.

Not well controlled; unacceptabledés
of risk identified; changes required urgently.
Little assurance can be provided.

Poorly controlled; major risk exists;
fundamental improvements required with
Immediate effect. No assurance can be
provided.

It was felt that this system was tried and testeleasy to understand
and that the descriptions associated with eachi@phmad impact. The
Committee felt that it would be useful to know wkgstems other
Authorities use, and the Audit & Risk Manager canid that he was in
the process of gathering information from othealauthorities on their
audit ratings systems and would consider a newafaymmarising

audit outcomes.

The Committee was informed that there are two diffeaudit report
formats that can be used; “exception basis” repgrminly reports the
negative findings arising from an audit and conas on improvement
actions; whereas a “balanced view” report wouldrepoth positive and
negative findings. Exception reporting was gengmallicker and the
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reports were shorter. A more balanced report pexymanagement with
a more rounded view and not only highlights faiirgut provided
important assurances regarding controls relatiripgambjectives set at
the commencement of the audit. The Audit Seagmently introduced a
change to its reporting protocols and was no lomggening reports where
the outcome of the audit was considered to befaettsy or better, but
intended to report fully on all unsatisfactory amsound audits. This
would make more time available for the team tod¢apianned audits.

The Committee noted that regarding follow up aditirat result from
audits, it is intended that in the future follow wupits would be made
wherever audit recommendations have been madedirgadentified
red risks actions and are also made where the autdibme was
classified as unsatisfactory. The Committee indtdhat in the case of
schools, governors may not be made aware of prabllkeat have been
identified during an audit. It was confirmed tidtairs of Governors
receive final reports but the decision as to whaytthare them with rests
with them. The Committee was advised that everyrginths schools
were required to provide assurances that they bawgplied with audit
recommendations, but visits to check this areiststt to those with an
unsatisfactory opinion.

The briefing reported contained criteria for manmagstending Audit
Committee. These had been drawn up at the reqtidse Committee to
set out ‘when senior managers/headteachers shewddked to attend
Audit Committee meetings to be held to account@modide assurances
on implementing controls’. The proposed critereravas follows:

« Every audit where there is an “unsound” Audit opmi

* On the second (and any subsequent) occasion whenesatisfactory
audit report shows insufficient progress in impleingy
recommendations;

* Any red risk recommendation where there is insigficprogress
noted;

* Prolonged failure to respond to requests for infdram.

The Committee agreed the four criteria and agrieatattendance should
be required.

The Committee was informed that the Audit Secti@s\a member of
two benchmarking clubs — the Chartered InstitutBwslic Finance and
Accountancy (CIPFA) and the Welsh Chief Auditor'soGp. These
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provide an opportunity to compare a range of dedarad performance,
guality, time, cost and audit coverage. The CIPA& marking Club
was particularly useful as it brought togetherad8 other UK
authorities to be grouped together for comparing.ddhe Committee
was advised that benchmarking showed that the Gquaréormed well
in achieving its target for audits, completing 9@%ts planned audits
against a benchmarking group average of 85%. Tmendittee asked
whether other examples of benchmarking indicatotdccbe provided
and the Audit & Risk Manager agreed to provide @avece report of key
indicators later in the year.

RESOLVED - That

(1) the Audit Committee note the content and supp&ttimments
and actions identified within;

(2) the Audit and Risk Manager gather information frotiner local
authorities on their audit ratings systems andidens new way
of summarising audit outcomes;

(3) the criteria proposed to set out ‘when senior marsdfeadteachers
should be asked to attend Audit Committee meetiodge held to
account and provide assurances on implementingaishbe
agreed;

(4) the Audit & Risk Manager provide a variance repfrkey
indicators later in the year.

45 : OPERATIONAL MATTERS — BRIEFING NOTES

()  Efficiency Programme: Commissioning and Proocugat

The Committee received a briefing note settingouttomes regarding
cashable savings and organisational change. Tsagetgs for all
service areas had been reset and targets for proeat savings had not
entirely been met. Examples of this could be foumithe Children’s
Services budget for fostering, where too much widsing spent with
independent fostering agencies; and Central TrahSaovices, where
improvements to achieve the best utilisation ofielels could bring
greater savings. The authority was collaboratingy w0 other Local
Authorities in Wales to look at ways of deliverisgcial care provision.
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The Procure to Pay (P2P) project aims to centréliseeceipt and
processing of vendor invoices and the Source Garbfect has been
established to improve access to contract oppdrsifor local
small/medium enterprises and make the Council etso business
with.

The Commissioning and Procurement Five Year Plandentified a
wide range of opportunities across the Council shatuld yield savings
of over £20m during the life of the plan.

(i)  Update on Absence Management

The update included a breakdown of sickness abdgyuwes by service
area and the Committee noted that there was d \@rmtion between
the service areas. There had been a review @itkmess Absence
Policy and proposals and feedback would be corsidey the Cabinet in
April 2013. The Sickness Absence Policy was tbtoadened into an
Attendance and Well-being Policy in order to inargie health and well
being initiatives such as smoking cessation, playsigercise, healthy
eating, etc. The Authority was looking at waysuimich sickness absence
can be reduced; options for relevant vaccinationspeeriodical health
assessments for front line staff are being expldireste would be
mandatory training for managers to ensure a camisipproach to
sickness absence; and there was to be a tightapinf stages/trigger
points for short term absence and earlier manageimnvention in
cases of long term absence. The effectivenessesétnew measures
would be seen during the next financial year.

The Committee agreed that it would like an updéter ¢he review of the
Sickness Absence Policy had been considered b@dbaet and would
like the Cabinet Member who was responsible tondtee meeting of the
Committee. The Committee felt that it would befukt see the
September 2011 Policy Review and Performance Sgr@ommittee
task and finish report entitled ‘Managing Absencéhe Committee also
requested that Philip Lenz, Corporate Chief Offictared Services) and
the Cabinet Member responsible for the SickneseAdxs Policy should
be invited to the Committee meeting in July. Thernittee also
suggested that following attendance by Philip Land the Cabinet
Member, managers from service areas where incidefimiekness
absence were high could be invited to subsequeatimgs.
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(i) Health and Safety Improvement Notices

The Committee was advised that Improvement Notiegsbeen served
on the Council on three occasions since 2003; wiiwes in 2003
following a violent incident at a Children’s Serggpremises; four
notices in 2007-08 in respect of the managemeaslo¢stos in non
domestic and domestic premises, and in communtd phdomestic
premises; and two notices following a Health anfiktyeExecutivg HSE)
audit of refuse/recycling collection services, shilit being part of an all
Wales audit programme. The requirements of alcastwere complied
with.

RESOLVED - That

(1) the briefings on Commissioning and Procurementefbs
Management and Health and Safety Improvement Nolee
noted;

(2) Philip Lenz, Corporate Chief Officer (Shared Seegicand the
Cabinet Member responsible for the Sickness Abspaliey be
invited to the Committee meeting in July;

(3) following attendance by Philip Lenz and the Cabivieber,
managers from service areas where incidence afissskabsence
was high could be invited to subsequent meetings.

46 : AUDIT COMMITTEE WORK PROGRAMME

The Committee received the work programme for 203 2er
information.

RESOLVED - That the work programme be noted.

47 : MINUTES POLICY REVIEW & PERFORMANCE SCRUTINY
COMMITTEE:

The Committee received the minutes of the Policyi®e and
Performance Scrutiny Committees held 16 Januarg &6r1
information.

RESOLVED - That the minutes as circulated be noted.

(Meeting closed at 18.45)



AUDIT COMMITTEE
28 JANUARY 2013

Present: Sir Jon Shortridge (Chairperson);
Dr Nick Cooling, Sir Richard Lloyd Jones and
Prof. Maurice Pendlebury.

County Councillors Cowan, Howells, Marshall, McGarry,
Mitchell, Murphy and Walker.

Apology: County Councillor Hinchey.

25 : DECLARATIONS OF INTEREST

The Chairperson reminded Members of their responsibility under Article
16 of the Members’ Code of Conduct to declare any interest, and to
complete personal interest forms at the commencement of the item of
business.

The following declarations were made:

Member Item Interest
Sir Richard Lloyd General Interest Personal Interest as spouse is
Jones Chair of a Charity which

receives funding from Cardiff
Council (Families Need
Fathers Cymru)

Sir Jon Shortridge General Interest Personal Interest as Chair of
Community Service
Volunteers (CSV)

26 : COMMITTEE MEMBERSHIP

The Chairperson welcomed Councillor Murphy to his first meeting
following his appointed to the vacancy on the Committee at Council on
13 December 2013.

27 : MINUTES

RESOLVED - That the minutes of the meeting 3 December 2012 were
agreed as a correct record and signed by the Chairperson.
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28 : MATTERS ARISING

(i)  Budget Update

Budget Monitoring

The Chief Corporate Services & Section 151 Officer advised that the
Cabinet at its meeting in February would receive the Budget Monitoring
report for Month 8 providing the updated financial monitoring position
based on the first eight months of the financial year. The Committee was
advised that the report would indicate an improved position and a
reduction in the predicted overspend of £900,000 and that the overall
budget was forcasted to reach a break even position by year end.

The Committee was also advised that the Authority had received its full
allocation of the Welsh Government Outcome Agreement Grant.

Draft Budget Proposals 2013/14

The Chief Corporate Services & Section 151 Officer updated the
Committee on the budget setting process for 2013/14, and the work being
undertaken with the Cabinet. The Cabinet Member, Finance, Business
and Local Economy had indicated that draft proposals would be
announced at Council on 31 January 2013 and that these proposals would
be subject to three weeks consultation prior to the Cabinet meeting on 21
February 2013

In response to a query, the Committee was advised that the draft
proposals would provide details of savings proposals — accepted and
rejected; Medium Term Financial Pressures; Capital Budget; and grants.
All Members through the Group mechanisms or individually would have
the opportunity to comment on the proposals and the Scrutiny
Committees would consider the detail and provide comments. In
addition, Party Groups would also be encouraged to input any alternative
budget proposals to be considered by the administration prior to the final
budget proposals being agreed at Council on 28 February, 2013.

(i)  Single Status & Job Evaluation

A briefing note addressing a number of matters raised by the Committee
at its last meeting had been circulated from the Corporate Chief Officer,
Shared Services
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Members noted that appeals to deal with those staff in detriment would be
completed by no later than 31 March 2013 and not 28 February 2013, as
previously stated.

The Committee noted the large number of appeals received and the work
being undertaken to manage and complete the process within the
timeframes.

The Chairperson thanked the officers for the detailed and informative
note.

(iii)  Internal Audit Report Recommendations

The Chairperson reported on the positive response received from the
Chief Executive to the letter from the Committee regarding timely
responses to audit reports and the actioning of audit report
recommendations by officers of the Council.

The Chair welcomed the actions taken to ensure that the message was
being cascaded from the Senior Management level downwards. The
Chief Executive’s assurance that the matter had been raised at the Senior
Leadership Team level and the views of the Audit and Risk Manager on a
significant improvement in response times were welcomed.

29 : GOVERNANCE MATTERS

The Chairperson encouraged Members to raise matters of key concern to
ensure that the Committee was kept abreast of key areas of good practice
or concern.

The Chairperson took the opportunity to raise with the Interim Corporate
Director — People matters relating to St Albans Primary School which had
received significant media attention. The Committee was assured that
through the Interim Executive Board, the matters had been dealt with and
progress was being made to enable the special measures to be lifted. The
Committee noted that the recruitment of a permanent Headteacher was
progressing, and were reassured that lessons would be learnt to ensure
that the severity of the issues that occurred over a number of years do not
happen again.
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The Committee welcomed the improvements that were being made and
recognised that the school needed time and space to embed the new
arrangements and move forward.

30 : BRIEFINGS ON ITEMS FROM THE MINUTES 3 DECEMBER
2012

(1)  Update on ESTYN Report & Action Plan

The Interim Corporate Director — People provided a detailed briefing
note on the current position following the ESTYN inspection of the
Council’s Education Services for children and young people in
January 2011, and its follow up monitoring visit the end of June 2012
which found significant progress had been made in the six key
recommendations.

The Council’s Improvement Board continued to meet monthly to
monitor progress and receive information on impact of improvement
work on outcomes against the post-inspection action plan under a new
integrated performance management framework. In addition, new
integrated partnership arrangements with the Cardiff Partnership
Board and the Leadership Group involving Elected Members had been
developed along with a multi agency scrutiny panel, and scrutiny by
the Council’s own Children and Young People Scrutiny Committee.
Steps had been taken to increase accountability of schools leaders for
performance including dialogue with headteachers and governing
bodies

Improvements had been achieved in performance against key
measures in a number of schools, however the action plan continued
to emphasise and challenge performance at both primary and
secondary schools. The collaborative work of the Central South
Education Consortium was providing robust performance data and
targets for all schools.

Work continued on the reconfiguration of schools with the
establishment of an Education Improvement Partnership in the east of
the city to ensure that the provision is developed to meet the need
going forward and provides the best opportunities for children and
young people.
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The Committee welcome the updated and discussed and provided

comment on the following:

e Exclusions — it noted that work was ongoing on the provision of
alternative remedies for pupils at risk of exclusion or excluded, and
the established meaningful and measurable outcomes as the current
measurement of numbers of exclusion was not a valid
measurement of performance;

e the need to consider the effectiveness of school governing bodies in
delivering in their role in monitoring and evaluating schools
performance and accountability of school leadership;

¢ the importance of the education advisor in giving feedback to
schools on performance;

e the need for individual pupil performance tracking;

¢ identification and validation of data on the number of young people
not in education, employment or training and the role of schools in
improving performance and employability of young people leaving
education.

The Committee commended and supported the work being undertaken
across all the partners in driving up performance; providing accurate
monitoring data and providing challenge, and thanked the Corporate
Director for his detailed and frank assessment of the current position.

(i)  Briefing on provision for NEETS

A briefing note had been prepared presenting an overview of the
position and issues in Cardiff relating to young people at risk of, or
disengaging from education, training and employment. Issues around
this topic were inter-related with attainment and schools performance;
and there was a direct correlation to the reduction of employment
opportunities as a result of the economic position and the number of
people choosing to remain in education.

It was recognised that there was a need for a more systematic
approach to the support offered as there was a great deal of duplication
of roles and responsibilities across multiple agencies and partners
resulting in inefficiencies and ineffective use of available resources.

The Committee noted the actions going forward and commended the
work being undertaken. A Member expressed support for the
sustainable provision of the Welsh Government’s (WG) Learning
Pathways programme which had developed a collaborative vocational



Audit Committee
28 January 2013
6

education curriculum for young learners who would otherwise fall
outside of formal learning opportunities. It was not clear at this stage
if the WG would continue to fund this programme.

(iti)  Briefing on Children's Services: Work being undertaken for
Vulnerable Children Leaving Care

The Committee received a briefing note on the Council’s statutory
requirements to provide services to young people leaving care as
prescribed by the Children’s Act 1989 and 2004 and the Children
(Leaving Care) Act.

The Committee was advised of the significant increase in the number
of looked after children over recent years and the impact on
safeguarding services in the Council, resulting in a direct impact on
capacity and case management within the service. Work had been
carried out recently on case management sizing and benchmarking,
which had resulted in a growth and development bid to increase
capacity in both case management and personal advisors. The Interim
Corporate Director indicated that as this was a statutory and
unavoidable commitment which had to be met and that the recruitment
process had already started.

The Committee noted the position.

(iv) Briefing on Delayed Transfer of Care (DTOC)

The Interim Corporate Director — People provided a comprehensive
briefing note on Delayed Transfer of Care (DTOC) issues, trends and
actions. Overall there had been a downwards trend in DTOC from
2004 -2012, with DTOC for health care reasons compared to
community care reasons appearing to be proportional; however there
had been an increasing trend for DTOC for social choice reasons. The
Committee was advised of remedial actions taken which included the
recruitment of social workers; closer working with the Local Health
Board; improvements in the management of the delivery chain to
ensure that problems do not present themselves in a different way or
later stage.

The Chairperson indicated that the Wales Audit Office as part of their
performance programme was looking at DTOC on a Wales wide basis
and that their report would be considered by Committee in due course.
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The Committee noted that there had been some improvement in the
DTOC levels, but that the level of delay was still too high and that
more work was required through the integrated partnership networks.

31 : COUNCIL WIDE SPONSORSHIP POLICY

The Chief Corporate Services & Section 151 Officer presented the final
Wales Audit Office report in relation to recommendations made as part of
Public Interest Disclosure work undertaken between December 2010 and
June 2012 and the Council’s response, which had been considered and
agreed by Cabinet on 24 January 2013. The Committee noted that the
WADO review had concluded that there was no evidence of impropriety in
the contract letting proceedings and that they were satisfied that the
Council had the relevant controls and agreements in place to ensure that
Council funds had been reimbursed.

As a result of the WAO recommendations the Council had prepared a
Council Wide Sponsorship Policy to enhance accountability and
transparency of financial transactions relating to this type of activity.

Anthony Barrett from WAO indicated that the tightening up of policy and
procedures in this area was important and that the policy as proposed
provided the Council with the necessary tool to ensure transparency.

The Committee noted that the WAO had conducted a thorough and full
examination of the issues and that they were content with the actions
being taken by the Council and in particular the Council Wide
Sponsorship Policy. A question was raised on what was considered to be
acceptable types of sponsorship. Members emphasised the need that any
sponsorship should meet the aspirations of the Council’s Health and
Wellbeing strategy. The Committee welcomed the policy and its robust
implementation across the Council.

32 : INTERNAL AUDIT
The Audit & Risk Manager presented the following reports:
(i) Quarter 3 Progress Report 2012-13

The Committee received an overview of the work undertaken by Internal
Audit up to 3 December 2012. The report detailed the number of planned
and actual audit days; reports issued over the past 3 months; a list of other
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audit work. The Committee’s attention was drawn to assignments where
an unsatisfactory opinion had been assigned in the last 3 months and a
report on follow up actions where an unsatisfactory report had been
issued in the past which still had outstanding matters. A summary was
also provided of internal investigations that had been referred to Audit in
the last 3 months. In addition, the Committee received a statement on the
main areas of risk, which would be disseminated across the Council and
would form part of the Committee’s Annual report.

The Committee noted issues around resourcing; performance
management and quality; senior management responses to improvement
recommendations; and the impact on the service of follow-up audits
which were set out in more detail in a further report to this meeting.

A number of areas of concern were raised including matters around IT
Business Continuity Planning; Property Procurement and Contract
Administration; Procurement of Street Lighting; St Joseph Primary
School, in particular the consistency of audit and risk rating opinion; and
accountability for unsatisfactory reports and the implementation of
recommendations.

The Committee was assured that high risk recommendations were
prioritised. The Committee was concerned about the level of work
involved in audits and was interested in benchmarking with other
comparable Authorities, CIPFA and Wales Audit Group to quantify their
concerns.

RESOLVED - That the report be noted and

(1) information relating to benchmarking of Audit work be obtained
and reported back to Committee;

(2) consideration is given to the criteria for calling senior managers to
account for unsatisfactory follow-up audits or non-compliance with
recommendations.

(it) Briefing Report: Internal Audit Reports

The Committee received examples of two individual audit reports for
information on the standard report format used and the manner in
which findings and audit recommendations are reported. Each report
was different, one providing satisfactory opinion and the other
unsatisfactory opinion. Both reports were issued with action plans to
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The Committee noted the reports and their format. The WAO suggested
that best practice identified the conclusions or recommendations upfront.

RESOLVED - That any comments or suggestions on the style of the
Audit reports be provided to the Audit and Risk Manager.

(ii1) Briefing Report: Internal Audit Follow Up Procedures

The Committee received a briefing note outlining the processes involved
in following up all audits undertaken, with emphasis on how agreed
recommendations are monitored and actioned.

The Audit and Risk Manager indicated that the responsibility for
actioning audit reports rested with senior management and that the
actions are monitored through the Council’s CIS system. With limited
resources the scope for revisiting audits was not a viable option for those
other than audits considered to be unsatisfactory. However the following
actions were proposed to support the audit follow up procedure:

e to continue to raise awareness of the need for timely actioning of audit
reports;

o for all future audits a formal meeting be planned to discuss the draft
report with a view to signing off the Audit Action Plan at that meeting.
This would allow for greater understanding of proposed actions which
should result in timelier actioning of these;

e asimilar arrangement be introduced for all follow up reviews where a
full discussion will be held to discuss the audit outcomes, providing an
opportunity to emphasise the importance of implementing actions to
enhance control;

¢ the group auditors to closely liaise with senior managers to follow up
specifically on any long standing recommendations considered to be
of high risk. This would be in addition to the Audit & Risk Manager
emailing Chief Officers where reports stay open beyond a reasonable
time.

RESOLVED - That the proposed actions be introduced as outlined.
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(iv) Senior Management Assurance Statements

The Committee received a report detailing the Senior Management
Assurance Statements (SMAS) and how these link to the Annual
Governance Statement (AGS).

The Audit and Risk Manager indicated that all Senior Managers had
responsibility to ensure sound governance arrangements within their
service areas. The SMAS gives Chief Officers and Heads of Service the
opportunity to qualify their assurance and to identify any matter/s which
may potentially have a significant impact on the Council. The most
recent statements completed related to April - September 2012. Issues
had been identified for the first half of the financial year, and actions set
on how issues would be managed. Where issues were identified which
overlap with the Corporate Risk Register (CRR), they would be
monitored and updated quarterly through the CRR review process.

The Committee was advised that the SMAS are refreshed and reviewed to

ensure that the detail remains relevant and for 2012/13 — the half year

position a number of updates were made relating to:

o reference to the CRR;

¢ revised wording and reference to the transformation portfolio
removed;

e issues relating to Internal Audit Reports and the requirement for
management to consider recommendations in a timely manner;

 the rewording of matters relating to fraud to ensure that all matters of
fraud are dealt with consistently by management, recognising the
seriousness of the matter under investigation.

SMAS are key governance tools and feed in to the Annual Governance

Statement which will be prepared in collaboration with the Senior

Management team prior to submission to this Committee and Cabinet for

approval.

The Committee supported the approach and the importance being given
to the procedure, and were keen to have sight and input into the
preparation of the Annual Governance Statement at the next meeting.

RESOLVED - That the draft Annual Governance Statement be
considered at the next meeting of this Committee
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33 : TREASURY MANAGEMENT
() PERFORMANCE REPORT

The Committee received performance information and a position
statement on Treasury Management as at 31 December 2012, and the
changes since the previous report to 31 October 2012.

The Committee was advised on the position statements on investments
and borrowing including revenue budget forecasts on investment income
and external interest payable as at Month 8 Budget Monitoring.
Additional indicators were included to assist with the assessment of risk
relating to treasury management activities.

Members were advised that previous performance reports had highlighted
that the Treasury Advisors and Chief Corporate Services & Section 151
Officer advised that all new Council investments be limited to a
maximum of 3 months. This temporary cap has been removed on 11
January 2013, and it was therefore proposed that the credit criteria limits
and periods proposed in the Treasury Management Strategy 2013/14 be
revised subject to the approval of Council. It was anticipated that this
would bring in better rates for investments from 1 April 2013.

RESOLVED - That the Treasury Performance Report for 31 December
2012 be noted.

(i) TREASURY MANAGEMENT STRATEGY

The Committee received the proposed Treasury Management Strategy for
2013/14 which was subject to approval as part of the Budget Report to
Council, 28 February 2013 for review.

The Operational Manager, Projects and Technical Accountancy advised
that the strategy covered the following areas:

e the current treasury management position as outlined in the previous
report;

e the economic environment and prospects for interest rates;

e the borrowing (debt) strategy, including debt rescheduling, policy on
borrowing in advance of need, the borrowing requirement and choice
between internal and external borrowing and the Minimum Revenue
Provision (MRP) Policy Statement;
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e  Treasury management indicators and limits in relation to the Capital
Programme for 2013/14 to 2015/16;

e the investment strategy, including security and investments approved
for use;

e training and other items potentially impacting on treasury activities,
in particular in relation to the Housing Finance Reform which could
have significant treasury management implications.

The Committee considered the key aspects of the strategy in its role of
seeking assurance that the Council had complied with Treasury
Management practices in controlling risks and pursing optimum
performance consistent with those risks. In its discussion a number of
matters were raised and commented upon in relation to compliance;
performance management; minimum revenue provision; authorised and
affordable debt; the prudential code; HRA Capital financing.

RESOLVED - That the Audit Committee was assured that the Council
complied with Treasury Management practices and noted the proposed
Treasury Management Strategy 2013-14 which was subject to approval
by Council on 28 February 2013 as part of the Budget report.

(i) TREASURY MANAGEMENT PRACTICES

The Audit Committee previously received the Treasury Management
Practices in March 2011. The Committee was advised that the Council
carries out its treasury management activities in accordance with a code
developed for public services in 2011 by the Chartered Institute of Public
Finance and Accountancy (CIPFA), which requires the preparation of
Treasury Management Practices (TMP) to apply from 1 April 2013.

The TMP covers controls, processes and practices in the following areas:-

e Treasury risk management.
- Credit and counterparty risk management.
- Liquidity risk management.
- Interest rate risk management.
- Exchange rate risk management.
- Refinancing risk management.
- Legal and regulatory risk management.
- Fraud, error and corruption, and contingency management.
- Market risk management.
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Performance management.

Decision-making and analysis.

Approved instruments, methods and techniques.

Organisation, clarity and segregation of responsibilities, and dealing
arrangements.

Reporting requirements and management information arrangements.
Budgeting, accounting and audit arrangements.

Cash and cash flow management.

Money laundering.

Training and qualifications.

Use of external service providers.

Corporate governance.

The main changes since the last report were identified as follows:

e Update for staffing changes responsibilities

e Update for proposed 2013/14 Treasury Management Strategy
including reduced lending limits

Update for inclusion of revised Council Money Laundering Policy
Update terminology of governance e.g. Cabinet / Committee

Review of risk register

Update process for treasury dealing to be undertaken in-house
Inclusion of new guidance such as the CIPFA Treasury Management
Toolkit.

The Committee noted that internal audit review the TMP’s as part of a
periodic audit of the Treasury Function, with any recommendations
factored in as necessary. The Committee request sight of the report to
enable the Committee to exercise it responsibilities appropriately.

RESOLVED - That the Committee note the Treasury Management
Practices code to be adopted from 1 April, 2013 and in future requested
sight of the Internal Audit report as part of the consideration of the code.

34 : MINUTES POLICY REVIEW & PERFORMANCE SCRUTINY
COMMITTEE:

The Committee received the minutes of the Policy Review and
Performance Scrutiny Committees held 24 October and 28 November for
information. It was noted that the minutes of the Joint Policy Review and
Performance Scrutiny and Economy and Culture Committee were subject
to approval by the Joint Committees.
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RESOLVED - That the minutes as circulated be noted
35 : AUDIT COMMITTEE WORK PROGRAMME

An update version of the current Work Programme was circulated. In
addition to the items programmed for the next meeting it was agreed that
the draft Annual Governance Statement be included on the agenda.

The Committee agreed that it would receive briefing notes on matters
relating to operational issues and that there was no requirement, unless
requested, for officers to attend.

Dates of future meetings beyond May 2013 were being considered in
consultation with officers and the requirements of the work programme
and would be agreed with the Chair prior to submission as part of the
the report detailing the calendar of Council and Committee meetings to
the Annual Council in May.

The Chairperson inquired about the timescales for the consideration of
the Draft Statement of Accounts and asked if this could be made available
to the Committee to make comment prior to consideration by Council,
and if it did not fit into the scheduled meeting pattern that Committee
Members be provided with the draft when available.

RESOLVED - That

(1) the Work Programme with the inclusion of the draft Annual
Governance Statement be noted;

(2) the draft annual Statement of Accounts be circulated to Committee
Members as soon as it is available.

36 : DATE OF NEXT MEETING

The next meeting was scheduled for Wednesday 27 March 2013 at
4.30pm in Committee Room 4, County Hall, Atlantic Wharf.

(Meeting closed at 16.05)

Chairperson:

Date:
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AUDIT COMMITTEE
3 DECEMBER 2012

Present: Sir Jon Shortridge (Chairperson);
Sir Richard Lloyd Jones and Prof. Maurice
Pendlebury;
County Councillors Cowan, Marshall, McGarry and
Walker.

Apologies:  Dr Nick Cooling, County Councillors Hinchey, Howells
and Mitchell.

14 : COMMITTEE MEMBERSHIP

The Chairperson advised that Councillor Jonathan Evans had stood down
from the Committee as he had been appointed Chair of the Corporate
Parenting Panel which required a significant time commitment.

15 : DECLARATIONS OF INTEREST

The Chairperson reminded Members of their responsibility under Article
16 of the Members’ Code of Conduct to declare any interest, & to
complete Personal Interest forms, at the commencement of the item of
business.

The following declarations were made:

Member Item Interest
Sir Richard Lloyd General Interest Personal Interest as spouse is
Jones Chair of a Charity which

receives funding from Cardiff
Council (Families Need
Fathers Cymru)

Sir Jon Shortridge General interest Personal Interest as Chair of
Community Service
Volunteers (CSV)

16 : MINUTES

RESOLVED - That the minutes of the meeting 17 December 2012 were
agreed as a correct record and signed by the Chairperson subject to a
typographical error on page 10.
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17 : MATTERS ARISING

(1)

(i)

(iii)

18 :

(1)

Terms of Reference
Council on 27 September approved the amendments proposed by
the Committee to its Terms of Reference.

Audit Panel Annual Report
Cabinet on 11 October had received and noted the Audit Panel
Annual Report for 2011/12.

Wales Audit Office: Fee for Improvement and Assessment

With regard to the matter raised on the Wales Improvement
Programme grant provided to the Wales Audit Office and whether
it could or should be apportioned on a per capita basis rather than
equally across all 22 Councils, the Committee was advised that the
WAO apportions the grant equally across all Councils because it
supports delivery of the basic work required at all Councils to meet
the statutory duties of the Auditor General. The work is the basic
“compliance” testing that leads to the letters produced for each
Council during the summer and autumn of each year. There are no
plans to change the allocation arrangements at present.

BRIEFING REPORT ON ITEMS FROM THE MINUTES
17 SEPTEMBER 2012

Budget Update

The Corporate Chief Officer and Section 151 Officer provided an
update. The provisional settlement from Welsh Government was
received on 18 October 2012, and the final settlement would be
delayed until after the Chancellor’s Autumn statement. Council
agreed the budget strategy on 19 July 2012 and Chief Officers had
been asked to propose savings to the budget of £21m for 2013/14,
and submit details of financial pressure bids going forward.
Following discussions with Cabinet, Chief Officers had been asked
to find additional savings to support the financial pressures.

Detailed discussions were ongoing with the Cabinet on the
acceptability of proposed savings, and on the assessment by Chief
Officers of risks and achievability of savings within the time
profile.

The provisional settlement had indicated that Cardiff would receive
1.94%, the second highest percentage in Wales on the basis of an
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increase in population and increase in pupil numbers. The budget
setting Council was scheduled for 28 February and the proposals
would be subject to the usual scrutiny process.

The Corporate Chief Officer indicated that the population figures
were based on a mid year figure and not the latest Census data
which would be imported for the 2014/15 calculations.

The Corporate Chief Officer advised that the final settlement may
change from the provisional settlement however it was hoped that
any changes would be marginal. The Committee was advised that
the Welsh Government was not yet in a position to announce the
detail on specific grants for all Wales distribution and that this
information may not be received prior to the Council’s budget
meeting in February.

RESOLVED - That the update be noted

Senior Management Model

The Corporate Chief Officer and Section 151 Officer circulated a
copy of the Senior Management Model approved by Cabinet on
11 October 2012 and Employment Conditions Committee on 5
November 2012.

The recruitment process would commence in January 2013 and it
was envisaged that the new structure would be in place early in the
new financial year. The structure was lead by the Chief Executive;
2 Corporate Directors; and 10 Directors and was a more
streamlined and consistent model. Assistant Directors would be
recruited to support key service and function lead Directors. The
cost of the new structure would be met from savings from
management consultants. The Council would still require
specialist consultancy support in the future.

Update on Single Status & Job Evaluation

The Corporate Chief Officer and Section 151 Officer provided an
overview of the current position on Single Status introduced in the
Council from April 2012. As part of the process Job Evaluation
and the grading of all job roles had been undertaken. The resulting
grading process had grouped employees into either green white or
red circles - green being those employees whose roles had been
graded higher; white those that had been graded the same; and red
those that had been graded downwards. Those that fell within the
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red circle had salary protection for 12 months until 31 March 2013.
As part of the appeals process approximately 1500 appeals had
been lodged and the two Appeal Panels were sitting 3 times a week
to deal with the appeals. Those marked red circle were being
prioritised and it was envisaged that all of these would be
completed by February 2013.

A process was in place to enable all outstanding valid Equal Pay
cases and the sign off process to be completed by the end of
December.

The Committee was concerned about the number of appeals; what
proportion of the appeals were red circle; whether the Council
would complete all the appeals within the time frames; the spread
of appeals across services areas as Members were aware of a
possible disproportionate number of appeals within school
services; and concerns about the impact on staff in general.

RESOLVED - That a briefing note on the queries raised be
circulated with the minutes as part of the papers for the next
meeting.

19 : TRANSFORMATION PORTFOLIO UPDATE

The Chairperson welcomed Andrew Kerr, Chief Operating Officer and
Natalina Cottrell, Operational Manager — Transformation who had been
invited to update the Committee on the activities being taken forward as
part of the transformation programme.

The Chief Operating Officer appraised the Committee on the
transformation governance and progress since the last update to Audit
Panel. As part of the 2011/12 budget strategy a Transformation Portfolio
was established with the aim of accelerating the changes; and delivering
savings and efficiencies on a range of programmes, at the same time as
improving services. Additional external support had been provided to
meet this target. The out-turn position in 2011/12 on cashable savings
broken down by programme were detailed in the report. Members noted
that the portfolio achieved savings of £8.538m while the total expenditure
to support the delivery of transformation was £4.884m. The agreed
savings target for transformation in 2012/13 was £10.847m and at this
stage it was projected that there would be a shortfall.
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The Committee was advised that there was a refocusing of transformation
in 2012 to address:

the reduction in the use of external support;

greater ownership/accountability at management level,
reduction in the number and complexity of projects ;

improve the benefits ratio and focus on the financial benefits;
monitor target savings and work on realisation of savings going
forward over future financial years;

improve cross service/functional approach;

improve engagement with staff and trade unions;

embed the new approach.

The Chairperson indicated that the role of the Audit Committee was to
monitor the process to ensure it is fit for purpose; the identified risks and
how they are managed; and ensure that the portfolio meets its financial
objectives.

In discussion a number of matters were raised:

Land & Buildings — it was noted that this was RAG rated Amber and
Members were keen to understand the latest position on the review
and rationalisation of non-operational buildings and the use of
property assets. A Corporate Property Asset Group was to take a
coherent corporate approach to future property requirements, and
matters relating to property assets requirements would be considered
as part of the Asset Management Plan, the Corporate Plan, and budget
setting.

Commissioning & Procurement — matters relating to under-
achievement of target savings in Adult Services. It was noted that
savings were being made in other areas to ensure that the overall target
would be met. There was a need to track the deliverability of savings
in these areas and ensure that there is a robust business case going
forward. Members were concerned that the targets set were
unrealistic. This was recognised and mitigating actions had been taken
since April 2012 to deal with these matters;

Achievability of £55m savings over 3 years. Members were advised
that the transformation programme was only part of the overall
savings to be achieved in 2013/14. The overall savings target was
£21m of which £8m was from transformation projects. In 2011/12
and 2012/13 an additional £14m/£15m would be saved from services
other than the transformation.

Collaboration — Members were advised of areas where collaboration
was being undertaken currently — for example the South Central
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Consortium approach on education, and work on NEETS; and of work
that was being taken forward to investigate other options with private,
public and voluntary organisations who were all equally under
pressure and having to provide more for less.

Steve Barry, Wales Audit Office Manager advised that the WAO would
report to a future meeting on Performance Evaluation and Improvements.

The Committee in conclusion welcomed the update and the re-focusing of
the current programme; and the embedding of the programme within the
organisation. There were concerns about the disparity in targets and
projected achievement; the driving through of savings; and the risks of
not achieving targets. The Committee indicated that they would wish to
receive regular updates on progress.

RESOLVED - That the Committee receive progress reports at alternate
meetings on the Transformation Programme and the key issues raised.

20 : TREASURY MANAGEMENT PERFORMANCE REPORT AND
MID-YEAR REPORT 2012-13

The Committee received performance information and a position
statement on Treasury Management as at 31 October 2012 and details of
the mid -year position prior to submission to Cabinet on 6 December and
Council on 13 December 2012. The performance report was a snapshot
of treasury performance and position statements on investments and
borrowing.

It was noted that the financial position was stable, and that the current
Treasury Management activities undertaken complied with policies and
professional codes established by CIPFA.

RESOLVED - That the report Treasury Performance Report as at 31
October 2012 and the Mid Year report 2012-13 be noted

19 : INTERNAL AUDIT
The Audit & Risk Manager presented the following reports:

(1) Quarter 2 Progress Report 2012-13

The report detailed the work of the Internal Audit team to 30 September

2012, and highlighted issues around

e Resources and ongoing vacancies. It was noted that a restructure
proposal was being progressed, and it was hoped that 3 posts
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including two Senior Auditors would be advertised and filled by
Quarter 4;

e Reassessment of priorities and risks to be undertaken to prioritise
resources;

e  There were 42 open audits mostly for the current year, however there
were also old reports outstanding;

o The figures for planned against actual audit days had seen an
increase in number of days completed;

e  The number of benefit fraud referrals remained high and details were
included in the report;

e  The launch of the Single Fraud Investigation Service was due in
April 2013, and consideration was being given to the impact on the
Council’s investigation team and the training requirements.

e  Councillor Huw Thomas, Cabinet Member was the appointed Risk
Champion for the Council;

e  Marsh, the Council’s Risk Management partners, continued to work
closely with the team on a number of issues including
Transformation Programme; impact of Welfare Reform and training
and good practice.

e A number of key areas had been identified from audit work as risks
and these were detailed in Appendix E to the report.

The Committee welcomed the updated position and discussed a number
of issues:

e IT Business Continuity Planning;

o the need for greater detail for Members of the Committee on the
information behind unsatisfactory audits;

e concerns about sign up from Head teachers and School Governors on
the new Financial Procedure Rules in Schools ;

e consistency around sanctioning

¢ instances of audit recommendations being accepted but not
implemented.

RESOLVED - That

(1) the Chairperson write to the Chief Executive expressing the
Committee’s concern on the delays in responding to Internal Audit
reports and to highlight the issue that when follow-up audits are
undertaken that previous agreed recommendations are not always
being implemented;
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(2) the Committee receive a summary report on unsatisfactory audits to
provide greater awareness of outstanding issues;

(3) the Audit & Risk Manager prepare two current cases for Committee
to consider in more depth;

(4) the work undertaken with the Schools service be welcomed and the
Committee endorsed the need for further follow-up work to be
undertaken with schools that had not adequately engaged previously.

(11) Briefing Report: Processes Involved in Investigating Suspected
Fraud

The Audit and Risk Manager provided a briefing report outlining the

processes involved in investigating suspected frauds and how the

decisions are made and matters around ensuring a fair and consistent

approach. The report detailed how the system works at present and

proposed actions to be taken as follows:

e the firming up the Anti-Fraud, Anti-Corruption and Bribery Policy
on a zero tolerance approach to fraud;

e Induction training for all new starters to raise awareness of financial
rules and compliance;

e ahigher level awareness induction for new Managers;

e developing a training package around fraud awareness for Managers
(who may be asked to lead an investigation or chair a Disciplinary
Panel) and Advisors. To include looking at the possibility of
providing an on-line, e-learning solution;

e introduction of a form of peer review — where a CO or Panel Chair
reports outcomes and lessons learnt from investigations (possibly
through SLT) - the aim being to ensure accountability for decisions
taken, to present a challenge to the robustness of the investigation
and sharing of experiences to enhance control and prevent similar
cases elsewhere. (This is known to work in other organisations).

The Committee supported the proposition of a ‘Peer’ Review in principle
but felt that this was a matter to be agreed at official level.

RESOLVED - That the proposed actions as outlined be introduced and
the Audit Committee continue to monitor internal investigations and
sanctions.

(111) Briefing Report: Audit of Schools

The Audit and Risk Manager provided a briefing report on audits of
schools resulting in unsatisfactory or unsound opinions and the proposed
actions to be put in place to improve the current position as follows:
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e Training on financial matters should be made available to school staff,
such as newly appointed Head teachers and Finance staff. This should
also be extended to new Governors;

e Internal Audit continue to develop and review guidance notes
provided to schools (in conjunction with Local Financial Management
team) and make these available to schools through the Council’s
intranet site, as well as provide specific advice to schools upon
request;

e Head teachers who continually receive unsatisfactory audit opinions
should be targeted for additional training. A training course should be
arranged for each term and appropriate officers or Governors invited
to attend;

e Schools Audit newsletters should, at least annually, make reference to
the importance of financial control and the need for compliance with
Rules;

e Audit management meet one to one with the Head teacher at the
conclusion of any unsatisfactory or unsound audit. The aim will be to
agree and sign off the Action Plan to enhance control.

e Audit management seek to attend all Governing Body meetings of
schools where an unsatisfactory or unsound audit opinion is issued
following an audit.

¢ Audit management meet one to one with the Head teacher at the
conclusion of any unsatisfactory or unsound follow up visit audit. The
aim will be to understand the delay in implementing improvement and
to agree and sign off the Action Plan to enhance control.

e Education management to receive copies of all final reports, and
should support the need for robust financial control and reflect on this
in any meetings they have with schools’ staff or Governors.

e Where Councillors sit on governing bodies they could play a proactive
role in advocating sound controls and compliance with Council and
Schools Financial Procedure Rules and best practice

It was felt that the approach should be more robust and that there should
be a mandatory requirement for schools to comply. It was therefore
proposed that the word ‘should’ should be changed to ‘must’.

RESOLVED - That the proposed actions were agreed subject to the
strengthening of the mandatory element of the requirements for schools to
comply and that the Audit Committee continue to monitor internal
investigations and sanctions
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20 : RISK MANAGEMENT: CORPORTAE RISK REGISTER HALF-
YEAR REPORT

The Committee received the Corporate Risk Register (CRR) detailing the
strategic risks facing the Council. The CRR identifies the main risks
facing the Council so that elected members and senior management can
make informed decisions and prioritise actions. The Audit Committee
last had sight of the CRR at their June 2012 training session.

The register 1s updated quarterly and presented to the Senior Leadership
Team (SLT) to obtain their agreement. The current version of the CRR
reflects the mid year point. The CRR is a key governance document and
the intention is to continue to bring the CRR to the attention of Audit
Committee and the Policy Review and Performance Scrutiny on a
biannual basis in line with reporting to Cabinet.

In order that there is a direct link between the Council’s Risk
Management process and Elected Members, Councillor Huw Thomas,
Cabinet Member has taken on the role of Member Risk Management
Champion. Councillor Thomas met with the Audit and Risk Manager in
August to identify the risk management arrangements in place within the
Council.

The Audit & Risk Manager identified some of the high risk areas that had
been included in the recent update of the CRR, in particular the risks
associated with Welfare Reform and its impact on Council Tax. It was
recognised that the CRR identified the risks and that the level of risk may
change, and it was the actions to mitigate or reduce risk that were of
interest to the Committee.

RESOLVED - That the content of the updated Corporate Risk Register
be noted and the Committee have regard to the register when considering
its work programme.

21 : WALES AUDIT OFFICE: REGULATORY PROGRAMME
UPDATE 2012-13

Steve Barry, Wales Audit Office Manager provided an update on matters
arising from the Audit Committee 17 September 2012; an update on
information on WAO performance work planned 2012/13; and a copy of
the Auditor General letter with regard to audit and work carried out under
the Local Government (Wales) Measure to assess whether Cardiff
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Council has discharged its duties and met the requirements of the
measure.

The following areas had been highlighted in the Auditor General’s Letter

e The use of technology to deliver efficiencies and service
transformation;

e the Senior Management Restructuring;

e the impact and demands of the transformation programme.

A further letter will be provided on the Council’s performance assessment
will follow in the New Year.

The Committee was advised that the all Wales study on NEETS was
likely to commence in March 2013.

Steve Barry confirmed that the Wales Improvement Programme grant
provided to the Wales Audit Office was apportioned equally across all
Councils to support the delivery of the basic work required at all
Councils to meet the statutory duties of the Auditor General. This work
was the basic “compliance” testing that leads to the letters produced for
each Council during the summer and autumn of each year. The current
grant is allocated at £35,000 per Council. He indicated that there are no
plans to change the allocation arrangements at present.

With regard to the Audit fee the budget was currently under review and
details of the proposed fee for 2013/14 would be provided in due course.

In response to a query regarding the Council’s performance in respect of
delayed transfer of care, Steve Barry indicated that this had been
identified as an area for potential work and would be considered as part of
the 2013/14 programme. Discussions had been held with WAO

colleagues responsible for performance audit at Cardiff and the Vale
University Health Board and were scheduled with the Care and Social
Services Inspectorate Wales to ensure any proposed work is coordinated.

RESOLVED - That the update be noted

22 : MINUTES POLICY REVIEW & PERFORMANCE SCRUTINY
COMMITTEE: 14 MARCH & 4 JULY 2012

The Committee received the minutes of the Policy Review and
Performance Scrutiny Committees held 5 and 18 September and 3
October, 2012 for information. Members noted the minutes relating to
the use of Management Consultants as discussed as part of the scrutiny of
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the Senior Management Model on 5 September 2012.
RESOLVED - That the minutes as circulated be noted

23 : AUDIT COMMITTEE WORK PROGRAMME

Following the last meeting the work programme had been updated to
include the key items for further consideration at meetings up to
September 2013 in addition to the standard and statutory items previously
agreed. It was recognised that there was a need to have some flexibility
in the work programme to include items that arise from meetings.

The Committee agreed that it would consider the Efficiency Programme
again in 6 months; Commissioning and Procurement in March 2013. It
was also proposed that outcomes from the Senior Managers Governance
Assurance Statements be added to the future work programme.
24 : FUTURE DATES AND TIMES
The following dates of future meetings were confirmed:
Monday 28 January 2013 at 2.30pm in Committee Room 4
Wednesday 27 March 2013 at 4.30pm in Committee Room 4
Monday 20 May 2013 at 10.30am in Committee Room 4

(Meeting closed at 13.05)

Chairperson

Date




