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Committee GOVERNANCE AND AUDIT COMMITTEE
Date and Time TUESDAY, 15 MARCH 2022, 4.30 PM
of Meeting
Venue REMOTE VIA MS TEAMS
Membership Hugh Thomas (Chairperson)

Gavin McArthur, David Price, Janet Wademan

Councillors Cowan, Cunnah, Goodway, Howells, K Jones, Simmons,
Singh and Williams

Time
approx.
1 Apologies for Absence
To receive apologies for absence.
2 Declarations of Interest
To be made at the start of the agenda item in question, in accordance
with the Members’ Code of Conduct.
3 Minutes (Pages 5 - 16)
To approve as a correct record the minutes of the meeting held on 25
January 2022.
4 Update on Directorate Control Environment (Pages 17 - 56) 4.35 pm
Melanie Godfrey, Director of Education and Lifelong Learning
5 Finance 5.00 pm
5.1 Financial Update including Resilience Issues (Pages 57 - 66)
5.2 Statement of Accounts 2021/22: Accounting Policies and Timescales

(Pages 67 - 116)
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6

6.1

6.2

Governance and Risk Management
Corporate Risk Management (Q3) (Pages 117 - 148)

Update on the roles of Governance and Audit Committee and Scrutiny
Committees (Pages 149 - 152)

Comfort Break 5.40pm

7

71

7.2

8

8.1

9

10

11

12

13

Internal Audit

Audit and Investigation Team Progress Update (Pages 153 - 226)
Internal Audit Charter and Audit Plan 2022/23 (Pages 227 - 274)
Treasury Management

Treasury Management Practices (Pages 275 - 364)

Outstanding Actions (Pages 365 - 366)

Correspondence (Pages 367 - 368)

Work Programme Update (Pages 369 - 370)

Urgent Items (if any)

Date of next meeting

The next meeting is scheduled for 19 July 2022
(subject approval by Council in May)

Davina Fiore

Director Governance & Legal Services

Date: Wednesday, 9 March 2022

Contact: Graham Porter, 02920 873401, g.porter@cardiff.gov.uk
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WEBCASTING

This meeting will be filmed for live and/or subsequent broadcast on the
Council’s website. The whole of the meeting will be filmed, except
where there are confidential or exempt items, and the footage will be on
the website for 6 months. A copy of it will also be retained in
accordance with the Council’s data retention policy.

Members of the public may also film or record this meeting.

If you make a representation to the meeting you will be deemed to have
consented to being filmed. By entering the body of the Chamber you
are also consenting to being filmed and to the possible use of those

images and sound recordings for webcasting and/or training purposes.
If you do not wish to have your image captured you should sit in the

public gallery area.

If you have any queries regarding webcasting of meetings, please
contact Committee Services on 02920 872020 or
email Democratic Services
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Agenda Item 3

GOVERNANCE AND AUDIT COMMITTEE
25 JANUARY 2022

Present: Hugh Thomas(Chairperson)
Gavin McArthur, David Price, Wademan
Councillor Cowan, Cunnah, Goodway, Howells, K Jones and
Williams

65 : APOLOGIES FOR ABSENCE
No apologies for absence were received.
66 : DECLARATIONS OF INTEREST

Councillor Goodway Agenda Item 7.1 Personal interest as governor for
Cardiff West Community High School

67 : COMMITTEE MEMBERSHIP

RESOLVED - That the Committee noted that Council on 25 November 2021 re-
appointed Gavin McArthur and David Price as Members of the Committee for a
further 5-year term.

68 : MINUTES

The Committee approved as a correct record the minutes of the meetings held on 23
November 2021 and 7 December 2021, subject to the correction of minor two
typographical errors.

69 : UPDATE ON DIRECTORATE CONTROL ENVIRONMENT — CORPORATE
DIRECTOR RESOURCES

The Chairperson welcomed Chris Lee, Corporate Director Resources, to the meeting.
The Director was invited to present a report on the control environment within the
Directorate.

The Committee received a report providing an update on the control environment
within the Resources Directorate. Members were advised that the Resources
Directorate provides a wide range of support services in undertaking its role of
supporting the Operational Directorates in the delivery of their services. Business
support and guidance services are provided on Finance, Human Resources,
Commissioning and Procurement, Digital and Technological issues and Transport.
The Directorate also provides some key front line services via Connect to Cardiff and
24/7 services. A summary of the resources within the directorate in terms of FTE
posts was set out in the report.

Members were asked to note that the onset of the pandemic created additional
challenges for the Directorate in terms of the way it operated. However, the
Directorate also played a key enabling role in how the Council was able to respond
effectively from a service perspective. For example, as homeworking became the
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default operation for thousands of employees, Digital Services played a key role; and
as costs and income shortfalls were experienced, Finance and Procurement officers
ensured that the Council remained financially resilient and able to respond quickly by
commissioning vital supplies. Additionally, HR People Services were key in terms of
the urgent need for amendments to employee policies and where solutions were
needed for staff to be switched from existing roles to key front line posts.

Members were advised that robust performance management arrangements are in
place across the directorate at both an individual service and overall management
level. Balanced scorecard approaches are adopted across services and the
Resources Management Team oversees performance and instigates corrective
action where appropriate.

The Corporate Director and Directorate Management Team lead on governance, risk
management and internal control to ensure there is a process for management
surveillance, monitoring and control within the directorate. Examples of these
systems, together with a summary of how the following areas are managed, were
outlined in the report:

* Risk Management — Corporate and Directorate Risks
* Internal Audit Assurance

* Performance Management

» Significant Partnership / Collaboration Governance

» Senior Management Assurance Statements

* External Assurance

* Value for Money

The Chairperson invited the Corporate Director Resources to deliver a presentation.
The presentation provided an overview of the directorate, its remit and its key
priorities, together with a commentary of the issues bullet-pointed above.

The Chairperson then opened the debate. Members were asked to comment, seek
clarification or raise questions on the information received. Those discussions are
summarised as follows:

e In response to a question the Corporate Director confirmed that there was no
overlap between the membership of the Local Pension Board and the Pension
Committee. The only overlap would be those officers supporting the Board and
the Committee.

e A Member noted the HR People Services and Finance functions within the
directorate. Members asked how the volume of staff within those functions
compared with equivalent sizes authorities across the UK. The Head of Finance
stated that the Senior Management Assurance Statement self-assurance ratings
for the Finance function have a ‘limited’ rating in respect of benchmarking. The
authority difficulty finding suitable sized authorities to benchmark against. The
last time benchmarking was conducted across all central services was 3 or 4
years ago. At that time Cardiff compared favourably. In terms of staff numbers,
as Cardiff was the largest authority, the establishment was on the high side.
However, Cardiff can deliver a wider range of projects and services because it
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has the skill setin house. Other authorities need to ‘buy-in’ those services.

e A Member asked when the directorate would look to revisit benchmarking. The
Head of Finance advised that they had captured an action arising from the self-
assessment exercise that benchmarking be revisited during the next 12 months.
Informal networking is being undertaken within officer networks. Members were
asked to note that both Finance and HR People Services have delivered
efficiency savings year on year. The Corporate Director raised concerns around
the credibility of benchmarking data given between Welsh local authorities and
therefore more targeted benchmarking with core city comparators is preferred.

e A Member referred to the ‘City Security’ corporate risk highlighted in the report.
They sought assurance that the planned response to any security threat in the city
has been tested or verified in some way and that lessons have been learned from
the Manchester Arena review. The Corporate Director confirmed that those
arrangements are in place and are tested both internally and externally by
partners such as National Government, Welsh Government and the Police.
Lessons are being learned from the Manchester Arena review and those lessons
are being applied on new projects such as the new indoor arena development.
The risk register also provides assurance that those issues are being regularly
monitored.

e A Member highlighted the importance of new technologies and data. They asked
whether the corporate risk ‘Analogue to Digital Shift by 2025 for Telecare
customers’ was pertaining to the transfer of technology or the usability of the
ultimate service for users. The Corporate Director stated that it was critical to
ensure that there was no loss of service for service users during any shift to new
technology. In December 2021 the Telecare service received almost
approximately 21,000 calls, 10,000 of which were deemed as critical.

RESOLVED - That the report be noted.
70 : FINANCE UPDATE INCLUDING RESILIENCE ISSUES

The Corporate Director Resources presented an update on current issues and
included a statement on the provisional settlement, a budget modelling update and
the ongoing impact of the Covid-19 pandemic.

The Corporate Director advised that the provisional settlement was issued to all local
authorities in December. Cardiff had a 10.7% increase - £52.6 million in cash terms.
However, there were some additional costs to consider, including the introduction of
a Real Living Wage in the Care Sector. It was also emphasised that there would be
no 2022/23 Hardship Fund from 1 April 2022. Members were reminded further
details were contained in the Cabinet report which was circulated prior to the
meeting.

Members were advised that the Covid-19 pandemic was still having significant
financial impact. During 2020/21 expenditure claims totalled £47.7 million and
income claims totalled £38.2 million. At November 2021/22 expenditure claims stood
at £18.7 million and income claims stood at £9.9 million. As there would no longer be
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a Hardship Fund, the future costs and income losses anticipated during 2022/23
would need to be built into the Council’s budget.

Members were asked to note the budget modelling position. The final budget would
be considered at the end of the consultation period. The resources required are
£739 million and the resources available are £747 million. However, there were
some ongoing areas of risk including uncertainty around specific grant funding levels,
supporting the Real Living Wage, assumptions regarding pay awards and the Covid-
19 pandemic.

Some key aspects of the financial strategy would be reviewed by the Cabinet
including use of reserves, Council Tax and budget savings. The Corporate Director
highlighted the next steps in the budget setting process.

e A Member sought clarification of the phrase ‘no floor funding mechanism’ as set
out in the provisional settlement statement. They were advised that the funding
floor is the minimum level of uplift that a local authority could expect to receive.

e A Member referred to the budget savings modelling in the report. They asked for
details of the degree of sophistication in that modelling and whether those savings
figures were considered to be robust. The Corporate Director stated that the
savings were made up from a ‘schools’ element and a ‘non-schools’ element.

The school’s element was based on an assumption of a 1% efficiency savings for
schools. It would be for schools to propose how those efficiency savings would
be delivered. The non-school’s element is a set of efficiency proposals that have
robust action plans and delivery plans in place. Savings will come from
efficiencies and there would be no significant service changes that would impact
on service users.

RESOLVED - That the report be noted.
71 : AUDIT AND INVESTIGATION TEAM PROGRESS UPDATE

Councillors Goodway declared a personal interest as a governor for Cardiff West
Community High School. Councillor Goodway took no part in the debate on this item.

The Committee received a progress report providing an update on the work and
performance of the Internal Audit and Investigation Teams for the quarter three
period 2021/22.

The Internal Audit Progress Report (Annex 1) set out performance in relation to the
Internal Audit Plan and summarised the work performed, the priority
recommendations raised, the critical findings, emerging trends, and relevant value for
money findings across the Council for the assurance of the Governance and Audit
Committee. The Investigation Team Progress Report (Annex 2) focused on proactive
and reactive fraud awareness, detection and investigation activities, including
participation in initiatives, such as National Fraud Initiative (NFI) data matching
exercises.

The Audit Manager provided a summary of the key findings in the reports.
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e A Member referred to the unsatisfactory audit finding for Cardiff West Community
High School. They considered that there appeared to be a breakdown across a
range of activities in addition to a high deficit. They sought assurance that action
was being taken to address those issues. The Audit Manager confirmed that
Cardiff West Community High School is receiving a high level of support. The
report and the audit findings have been discussed with the Director of Education
who is aware and is monitoring certain aspects. There have also been positive
discussions with the Head Teacher and the Governing Body and, pending a
formal response to the audit, an indicative commitment has been given to act
upon all the audit recommendations. The Audit Manager was assured that all
matters will be acted upon. . An executive summary of the formal response to the
audit will provided to the Committee and the school will be reaudited. The Head
of Finance confirmed that the school does fall within the deficit protocol and is in
regular communication in terms of its financial planning.

e A Member noted that there is a pattern in the pre-contract audits that is resulting
in negative findings. They asked whether there were any underlying consistent
issues that would allow any further audits to be curtailed so that systemic issues
can be dealt with in a more resource efficient way. The Audit Manager stated that
most of the audits are now completed and that theaudits were finding gaps in
demonstration and completeness of some common, but also some different areas
of pre contract processes. There was therefore value in completing the audit
review across directorates. There has been a consistent recommendation in
terms of ownership and management oversight of those processes for their own
assurance.

RESOLVED - That the report be noted.

72 : DRAFT INTERNAL AUDIT CHARTER AND SUMMARY AUDIT PLAN
2022/23

The Committee received a report providing the Draft Internal Audit Charter for
2022/23, a draft Committee Terms of Reference and the Draft Summary Audit Plan
for 2022/23.

The draft documents were submitted for Members to consider and to provide any
comments in support of the development of final documents to be approved on 15
March 2022 for the 2022/23 financial year.

The Audit Manager indicated that a number of minor updates have been included in
the draft Internal Audit Charter. It is anticipated that there will be no substantive
updates to the Terms of Reference as a result of the CIPFA guidance due to be
published in April 2022.

e The Audit Manager was asked to clarify what was meant by an audit ‘pit stop’ and
it's purpose as detailed in the Audit Protocol. The Audit Manager stated that a pit
stop must happen at least at the mid-point during the audit and its purpose was to
have a mid-point review that is formally documented. The auditor will present
their work to date, any key issues, an indicative audit opinion and will detail what
remaining work needs to be delivered to complete the audit. It offers an
opportunity to check the audit is being delivered effectively, and to make any
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strategic decisions about the remaining work required in order for a good quality
piece of work to be delivered on time. Responding to a further question, the
Audit Manager confirmed that a post-audit assessment is undertaken which
includes reviewee and reviewer scores. A client feedback form is also requested.
The Audit Manager advised that an audit pit stop is systematically required but it
follows a proportionate approach. If the audit is on track the exercise can be
completed very quickly.

e A Member asked whether in today’s challenging environment, whether the
number of audit days are diminishing and whether there were consequential
pressures emerging, and, if there were, how they were being addressed. The
Audit Manager stated that the audit days available per individual audit are not
diminished and that overall the audit days in the Audit Plan are not substantially
lower. The team no longer benefits from the additional resource provided by a
CIFPA trainee, but the substantive staff resources for the team have remained
stable. The Audit Team remains responsive to risk, and the findings at key
stages throughout the audit. Monitoring meetings and checkpoints are in place
during audits so that key decisions can be made in order to direct and target the
available resources in the most effective way.

e When summarising the position against the audit plan the Audit Manager advised
that clear targets are in place and work is being prioritised to provide a full Annual
Audit Opinion. The Audit Manager stated that Quarter 1 typically has a higher
number of completed audits, as audits that a carried over from the previous year
are brought to a conclusion. Quarter 2 is more challenging as it includes school
holidays when staff take a greater proportion of the annual leave during the
summer holiday period and audit clients may not be as available. During Quarter
3 a lot of audits are typically at a stage of active fieldwork and Quarter 4 is
typically the most fruitful in terms of completed audits, which is the target for the
current year.

RESOLVED - That the report be noted.
73 : ANNUAL AUDIT SUMMARY REPORT
The Chairperson welcomed Phil Pugh and Samantha Clements from Audit Wales.

Phil Pugh presented a summary of the work completed for Cardiff Council the last
Annual Audit Summary in January 2021. The report was produced in accordance
with the Auditor General’s duties in relation to continuous improvement, audited
accounts, value for money, sustainable development principals etc. The report also
acknowledged the continuing strain on public services as a result of the Covid-19
pandemic. Audit Wales have aimed to undertaken their work in a manner that
reduces the impact on public services but addresses their statutory duties.

Members were reminded that the Statement of Accounts were signed off in October
2021 and the Annual Governance Statement narrative report was consistent and in
line with the Audit Wales view of the Council.
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A number of grant claims audits are nearing completion and would hopefully be
signed off in the near future. The Audit General’'s Certificate of Completion has,
however, been issued.

Phil Pugh highlighted the key reports that were published during the year including
reports on the test, trace, protect programme; the supply of PPE and the roll out of
the vaccination programme. It was also confirmed that the Council has met its
continuous improvement duties under the Local Government measure.

Members were asked to note that a report on Financial Sustainability was presented
to the December meeting of the Committee. It was accepted that the authority faces
a number of risks in relation to its Medium Term Financial Plan but it was also

considered that the authority has appropriate arrangements in place to manage this.

Members were also advised of the other aspects of work that Wales Audit will be
looking at including recovery planning.

RESOLVED - That the report be noted.
74 : AW WORK PROGRAMME AND TIMETABLE UPDATE
Members received an update on the Audit Wales Work Programme and Timetable.

Members were asked to note that the Whole of Government Accounts Return is still
required to be certified. Both Audit Wales and Cardiff Council are still awaiting the
Treasury to issue instructions.

RESOLVED - That the report be noted.

75 : MID-YEAR SELF-ASSESSMENT REPORT UPDATE

The Committee received a report providing an overview of the half-year self-
assessment process and outcomes. The Head of Performance and Partnerships,
Gareth Newell, was invited to present the report.

Members were advised that the Local Government and Elections (Wales) Act 2021
established a new legislative framework for local government performance
management, with an emphasis on self-improvement through a system based on
self-assessment and panel performance assessment. The changes to the
performance framework and the role of the Governance and Audit Committee in that
process was reported at the September meeting.

The framework includes a statutory requirement to undertake a self-assessment
report annually. However, the authority has decided to undertake an additional mid-
year self-assessment following a similar process in order to provide assurance
against the delivery of the Corporate Plan objectives at the mid-year point.

Members were reminded of the five specific requirements in relation to performance
management:
e A duty to keep performance under review
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e A duty to consult on performance

e A duty to report on performance

e A duty to arrange a panel performance assessment

e A duty to respond to the panel performance assessment report

The report highlighted the changes made to the performance management
framework in response to the Local Government and Elections (Wales) Act 2021. A
report will be considered by Cabinet in February 2022 which sets out the
amendments to the Council’s Planning and Performance Framework, which has been
the subject of engagement with the Governance and Audit Committee, Policy Review
and Performance Scrutiny Committee and the Chairs of the other Scrutiny
Committees.

The report provided an overview of the self-assessment approach adopted and the
role of the Governance and Audit Committee.

e Members sought clarification of the Governance and Audit Committee role in
receiving the report. The Head of Performance and Partnerships stated that the
Governance and Audit Committee was requested to provide comments on the
self-assessment process and to receive a briefing on the work undertaken to date.

RESOLVED - That the report be noted.

76 : RECOMMENDATION TRACKER - REPORTS OF EXTERNAL REVIEW
BODIES

The Committee received a report providing an overview of the management and
delivery of recommendations received from Audit Wales, Estyn, Care Inspectorate
Wales and Her Majesty’s Inspectorate for Prisons at Quarter 2 2021/22. The Head of
Performance and Partnerships was invited to present the report.

Members were asked to note that during the Committee’s previous consideration of
this issue in January 2021, the Committee was advised of the intentions to expand
the information provided in future reports to include progress against Audit Wales
national reports (where appropriate) and recommendations made by other external
regulatory bodies, including Estyn, Care Inspectorate for Wales and Her Majesty’s
Inspectorate for Prisons. The report before the Committee reflected the position in
relation to all the aforementioned external regulatory bodies. Furthermore, it was
also agreed that the Audit Tracker would include details of ‘accountability / reporting
to’ arrangements, for each External Audit. Members were advised that this approach
will be adopted ahead of the Governance and Audit Committee’s next consideration
of the tracker, on 8 July 2022.

Since the tracker was last reported to the Committee two regulatory reports have
been received by the Council, namely: the Financial Sustainability Assessment
conducted by Audit Wales; and a risk-based inspection of Cardiff Council social
services conducted by Care Inspectorate Wales (CIW).

¢ A Member asked whether the recommendations in the reports from external
bodies are given equal weight. The Head of Performance and Partnerships
provided assurance that there was equal focus on all the external regulators.
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There would be appropriate oversight provided on any regulatory
recommendations by relevant scrutiny committees in accordance with their terms
of reference.

e A Member referred to table 1 in paragraph 9 of the report. They considered that it
was not possible to ascertain whether the closed recommendations had reached
their action date and whether they were delivered early or late. The Head of
Performance and Partnerships stated the further details are contained in the
appendix to the report.

e A Member suggested that it would be helpful to present the open
recommendations and note those that are not yet due for completion.

RESOLVED - That the report be noted.

77 : UPDATE ON THE WORKING RELATIONSHIP BETWEEN THE
GOVERNANCE AND AUDIT COMMITTEE AND THE SCRUTINY
COMMITTEES

Members received a report providing details of recent engagement between the
Chair of the Committee and the Chairs of the Council’'s Scrutiny Committee.
Members were asked to consider approving proposals for working in partnership with
the scrutiny function.

Members were advised that the Local Government and Elections (Wales) Act 2021
places performance responsibilities on the Governance and Audit Committee. The
Committee is responsible for reviewing and make recommendations on the following:

e The Annual Wellbeing report (the Council’s statutory self-assessment report)
annually

e The Panel Performance Assessment Report, including the Council’s response, at
least once during an electoral cycle.

The focus of these reviews relates to high level issues around the governance of
performance rather than on the service area performance issues dealt that are with
by Scrutiny Committees. The Council’'s Scrutiny Committees are responsible for
scrutinising specific performance issues within the remit of their terms of reference,
and will in turn feed into the Annual Wellbeing report. The Annual Wellbeing report is
then shared with the Governance and Audit Committee.

On 20 July 2021 the Governance and Audit Committee Chairperson advised
Members of his intention to engage with the Chairs of the Council’s five Scrutiny
Committees in order to develop and maintain a partnership working arrangement.
The Chairperson attended a meeting of the Scrutiny Chairs Liaison Forum in
December 2021. The following process was agreed:

e A Liaison Plan will be developed for the current year and reviewed at the end of
the reporting period;

e All Scrutiny Committee letters will be shared with the Audit Manager who will
identify and discuss issues relevant to the Committees’ role with the Chair of the
Governance and Audit Committee;
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e The Audit Manager will share Governance and Audit Committee letters with
relevant Principal Scrutiny Officers for Scrutiny Committee information;

e Committee Work Programmes and updates will be shared and considered by the
Lead officer and respective Committee Chairperson for awareness and insight;

e The Chairs will hold a meeting twice a year (intended as July and December) —
this will coincide with the timing of mid-year and year-end performance reports
and reviews and would provide a forum for relevant discussions.

The process will be coordinated by the Audit Manager for the Governance and Audit
Committee and the respective Principal Scrutiny Officer for each Scrutiny Committee.
The Head of Democratic Services will oversee Scrutiny arrangements, and the OM
Performance and Policy will provide support where appropriate. The Chair of the
Governance and Audit Committee and Audit Manager will provide relevant updates to
Committee on the working relationship between the Governance and Audit
Committee and Scrutiny Committees as appropriate.

A Member asked whether any work has been conducted to better understand how
integration between Governance and Audit Committee and the Scrutiny Committee
could be done for maximum effect. The Audit Manager stated that the All Wales
Governance and Audit Committee Chairs Network is navigating the Local
Government and Elections Wales Act and their most recent meeting focussed
specifically on the new responsibilities. Those discussions informed the Chair's
approach to meeting with the Scrutiny Chairs.

A Member asked whether any conclusion has been reached regarding the
differentiation of the terms of reference between scrutiny committees and the
Governance and Audit Committee and whether there is sufficient clarity built into the
terms of reference. The Chairperson accepted the point and agreed to discuss the
matter further with the Audit Manager.

A Member raised concerns regarding the Committee unintentionally overreaching its
remit into areas that are properly within the remit of the Council’s Scrutiny
Committees. The Director of Governance and Legal was invited to comment. The
Director stated that the Governance and Audit Committee’s Terms of Reference
tasks the Committee with oversight of the audit, assurance and reporting
arrangements that unpin good governance and finance, whereas scrutiny are
responsible for ongoing performance monitoring. The Committee needs to recognise
the differences in the terms of reference. The Committee would not wish to make
recommendations that were inconsistent with Scrutiny Committee recommendations.

A Member considered that the natural point at which a Governance and Audit and a
Scrutiny Committee would meet would be around performance. The Governance
and Audit Committee would be interested to know whether there are performance
measurements in place, are they validated, are they internally and externally
referenced, etc. Therefore it would be useful to have a conversation with the scrutiny
function around how performance is assessed and managed. It was considered that
scrutiny is strengthened by effective and subjective measurements of performance
and if scrutiny committees did not have those in place then that would be addressed
by the Governance and Audit Committee. Therefore, dialogue is natural.
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RESOLVED - That the Audit Manager and Director of Governance and Legal
Services have a dialogue around the terms of reference of Governance and Audit
Committee and relevant Scrutiny Committees and bring a report back to the next
meeting of the Committee clarifying the position.

78 : SENIOR MANAGEMENT ASSURANCE STATEMENT AND AGS ACTION
PLAN 2021/22 (MID-YEAR)

The Committee received a report providing a half-yearly update on the Senior
Management Assurance Statements (SMAS). The report included a narrative on
how the Senior Management Team reached its conclusions.

Responding to a point raised by a Members of the Committee, the Head of Finance
agreed to reflect on whether value for money considerations could be included in the
descriptors of any relevant assurance statements.

RESOLVED - That the report be noted.

79 : DRAFT TREASURY MANAGEMENT STRATEGY 2022/23

Members received a report and were asked to comment on the draft Treasury
Management Strategy for 2022/23 which will be approved as part of the Budget
Report to Council in March 2022.

Members were asked to note that the Treasury forecasts and many of the indicators
included in this draft strategy are dependent on the final Capital Programme, which
will be determined at Council in March 2022. Furthermore, the updated Month 9
monitoring position for 2021/22 will also be considered in February 2022.

The main points of the draft Treasury Management Strategy were set out in the
report. The Operational Manager, Corporate and Treasury also highlighted recent
changes to the CIPFA Treasury Management Code and Prudential Code.
RESOLVED - That the report be noted.

80 : OUTSTANDING ACTIONS

RESOLVED - That the report be noted.

81 : CORRESPONDENCE

RESOLVED - That the report be noted.

82 : WORK PROGRAMME UPDATE

RESOLVED - That the report be noted.

83 : URGENT ITEMS (IF ANY)

No urgent items were received.
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84 : DATE OF NEXT MEETING

The next meeting is scheduled for 15 March 2022.

The meeting terminated at 7.30 pm
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CARDIFF COUNCIL
CYNGOR CAERDYDD

R\

CARDIFF

CAERDYDD

GOVERNANCE & AUDIT COMMITTEE: 15 MARCH 2022

EDUCATION AND LIFELONG LEARNING, CONTROL ENVIRONMENT
UPDATE

REPORT OF THE DIRECTOR, EDUCATION AND LIFELONG LEARNING

AGENDA ITEM: 4

Reason for this Report

1. Thisreport has been produced in response to the Governance and Audit Committee’s request

for an update on the Education and Lifelong Learning control environment.

2. The Governance and Audit Committee has requested this update in respect of its role to:

e Monitor progress in addressing risk-related issues reported to the committee.

e Consider reports on the effectiveness of internal controls and monitor

implementation of agreed actions.

the

e Consider the Council’s framework of assurance and ensure that it adequately addresses

the risk and priorities of the Council.

e Consider the Council’s arrangements to secure value for money and review assurances

and assessments on the effectiveness of these arrangements.

e Review the assessment of fraud risks and potential harm to the council from fraud and

corruption.

e Review the governance and assurance arrangements for significant partnerships or

collaborations

Background

3. Cardiff Council’s Education Directorate has responsibility for the statutory duties, functions
and services in relation to education in the city including a youth service. This excludes
post-16 provision in relation to Further and Higher Education Institutions. The work of the
Directorate is split into four main service areas — Achievement, Inclusion, Services to
Schools and School Organisation Access and Planning (SOP). The Director of Education
is supported by an Assistant Director and Programme Director for SOP. The central

education service has 574 FTE. For schools this is 5,886.

4. Cardiff has 127 schools. There are 98 primary schools, including 15 that provide Welsh-
medium education, two dual language and three maintained nursery schools. There are
18 secondary schools including three Welsh-medium schools. In addition, there are seven

special schools and one pupil referral unit.

Page 17



5. The local authority’s school improvement service is provided by the Central South
Consortium. The Consortium provides a school improvement services and acts on behalf
of five local authorities being Bridgend, Cardiff, Merthyr Tydfil, Rhondda Cynon Taff and
the Vale of Glamorgan.

Issues

Cardiff performance position
Estyn Inspection November 2022

Cardiff's Local Government Education Service was subject to a full inspection by Estyn,
during the week commencing 29" November 2021. The Cardiff inspection was the first
Local Authority (LA) inspection since 2019, under Estyn’s new Inspection Framework. The
final inspection report was published on the 9" February 2022 and can be found here
Inspection report Cardiff Council 2022 (gov.wales)

6. The inspection concluded that in recent years, Cardiff has demonstrated a sustained and
incremental improvement in the quality and effectiveness of its education service. Estyn
invited Cardiff to prepare three case studies on its work in relation to the Cardiff
Commitment, support for asylum seekers and transforming youth work for dissemination
on Estyn’s website, recognising excellent practice.

7. Four recommendations for improvement have been made:
- R1 To improve counselling services for children and young people
- R2 To improve the quality of self-evaluation across the directorate
- R3 To ensure that the work of the regional consortium is focused appropriately on
Cardiff’s strategic priorities
- R4 To ensure clear strategic leadership and oversight of the development of Welsh
medium education.

8. Actions to build upon the strengths identified in the report and to address the
recommendations for improvement will be built into the Directorate’s Delivery Plan for the
forthcoming year and will be carefully monitored through systematic performance
evaluation processes. The Directorate will continue to report against steps outlined in the
Council’'s Corporate Plan on a quarterly basis.

Cardiff 2030 — Retest and Refresh

9. An exercise is underway to thoroughly review progress made against the Cardiff 2030
vision and goals, including extensive stakeholder consultation involving school leaders,
governors, children and young people and partners within and beyond the local authority.

10.The Children and Young People Recovery Board has been established following the
pulication of the Child Friendly Recovery Report in May 2021 outlining a number of
challenges in light of the pandemic. The four key areas of focus are:

- Business Intelligence and Information Management

- Integrated Youth Support Services

- Tackling Youth Violence and Exploitation

- Locality Based Services / Community Focused Schools
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11.In readiness for the new academic year 2022/23, a refresh of the Cardiff 2030 vision will
be published, accompanied by a three-year strategic plan to ensure that educational
improvement activity in Cardiff focuses upon the areas of greatest importance in the current
context and retains a central focus upon children’s rights and promoting well-being.

12.A report will be provided to Cabinet in the late summer of 2022 outlining these proposals,
that will ensure coverage of the Estyn recommendations, ongoing activity to support
pandemic recovery and renewal, and the next steps in continuing to deliver the national
education mission for Wales.

EMT Governance Structure

13.The Education Management Team (EMT) of the Directorate is the overarching governance
structure that handles the Directorate business at an operational and strategic level. The
operational group, EMT Assurance, meets weekly and the strategic group meets monthly.
Both groups are chaired by the Director. Risks, issues and the risk register are all handled
and reviewed by this board.The Assurance Board recently focussed on the risk register
and it was agreed that a review of the departmental risks be undertaken via a risk focussed
workshop in preparation all the educational reforms and to ensure the appropriate controls
are in place.

14.The issues and impact of Covid is handled by a separate and more operational EMT that
meets weekly and is chaired by the Assistant Director.

15.EMT Assurance maintain oversight of all services across the education department
including the monitoring of delivery and performance, ensuring robust processes are
followed and adherence to all statutory requirements. This includes:

- Oversight and progress of Audit recommendations including co-ordintation of updates
from lead officers allocated to monitoring and reviewing the Directorate response to
ongoing audits

- Ownership of the Department Risk Register, review and identification

- Regular reports from all Boards across the department and discussion of risks that
coule impact Directorate priorities;

- Ongoing management of issues;

- Receiving and reviewing all outcomes, staff/HR, budget, procurement, business
processes and Task Groups to deliver change.

16.A new governance structure will be put in place following the retest and refresh of Cardiff
2030. The new arrangements will embed the methodology,principles and processes of
Managing Successful Programmes (MSP) with a greater focus on implementation.

Budget Monitoring

17.In 2021-2022, the Council’s net education budget £294,620,000. As at month nine the
budget monitoring position is £295,910,037. The delegated school budget per pupil in
2021-22 is £5,064, the 5th highest of all local authorities in Wales. The local authority
spends above the indicator based assessment for education services and has increased
and protected schools’ budgets against a backdrop of financial pressures across the
council.

18.The local authority delegates the highest proportion of its education budget to schools of
any council in Wales and has a comprehensive range of service level agreements in place
with a large uptake of the services provided by schools.The percentage delegation is
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19.Schools’ balances overall significantly increased over the 2020-2021 financial year,
although this was largely due to additional funding being received from Welsh Government.

20.Four schools (two primaries and two secondaries) set a deficit in 2021-22 and two schools
brought forward a deficit balance.The local authority has arrangements in place to work
with the schools in deficit and has intervened appropriately. This has included;

e an extended financial recovery plan for one of the Secondary schools which at the end
of 2021/22 will be in a balanced position.

e working with the others secondary to identify the factors impacting on their ability to
balance their budget.

e continuing to work with the two primary schools through their medium term plan
agreement.

21.The education budget is projected to overspend at the end of 2021-2022 by £1m.The main
areas of overspend have been; home to school transport costs and provision for pupils
educated other than at school (EOTAS). Both areas will be addressed through the budget
setting process for 2022/23. Throughout the 2021/22 financial year there has also been a
reliance in some schools and some Education Directorate teams on external grant funding,
surplus balances or Covid Hardship Funding to maintain spending and staffing levels.

22.The local authority has a significant capital programme in relation to schools both in terms
of new school builds and investment in its existing schools’ estate.

23.Band B is delivering against the planned profile and the financial position continues to
operate within the is within the programme envelope of £284m. Welsh government has
committed to additional Net Zero Carbon funding for all Band B projects, which will be
profiled as projects develop.

24.The asset renewal programme of works is increasing in scale and the most recent outturn
summary can be seen below:

Total

Category Buldget WGIGrant Funding Ou'tturn Var'iance
£'000 £'000 , £'000 £'000
£'000
Asset Condition 1,458 5,719 7,177 7,177 0
Suitability 1,743 0 1,743 1,743 0
Asset - Invest to Save 12,000 0 12,000 8,500 (3,500)
Total 15,201 5,719 20,920 17,420 (3,500)

25.The local authority recognises a number of key financial challenges due in part to the
COVID-19 pandemic and is taking appropriate action. A review is taking place to assess
the preparedness of the model for the delivery of specialist additional learning needs
services and educational psychology services aligned with the WG reforms of Additional
Learning Needs support.

26.Going forward into the 2022/23 financial year the Education Directorate will be working
through major changes to two of its trading services which will be brought about by the
introduction by Welsh Government of Universal Free School Meals for Primary aged pupils
and the National Plan for Music Services.
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Risk Management

27.The Governance and Audit Committee reviews the Corporate Risk Register on a quarterly
basis. The Directorate leads on Corporate risks relating to School Improvement, the School
Organisation Programme and Schools Delegated Budget.The focus in this report is the
management of directorate risks.

28.The EMT reviews the Directorate Risk Register on a quarterly basis and it is currently the
role of the EMT to review each current risk, identify new risks and to escalate risks to the
Council’'s Corporate Risk Register from the Directorate Risk Register.These risks are
discussed and reviewed across the Directorate with members of the EMT charged with the
responsibility to identify, manage and review the risks for their respective areas with
appropriate escalation then into the Directorate Register. This is similar for the Corporate
Risk Register.

29.The Directorate Risk Register is kept as a live document but reviewed annually alongside
the setting of Corporate Plan and Directorate Delivery Plan priorities.

30.The EMT also receives regular reporting updates on the schools buildings investment
programme and renwals to the existing estate. Further monitoring and reporting of
programme risks are assessed at the School Organisation Programme Board, which feeds
into the Asset Management Board.

31.In additional, the EMT receives regular reporting updates on progress to deliver the
strategy for improving outcomes for learners with Additional Learning Needs.

32.With regards to school improvement, the EMT receives on a half termly basis an update of
the report from the Schools Causing Concern (SCC) process. This process provides an
opportunity for each area of the Council to identify and update on any issues of school
provision or management so that knowledge and information on schools can be shared
and cross referenced. This enables the EMT to secure an up to date and holistic view of
the performance of schools.

33.All Schools Risk meetings are used to good effect and this has been noted by Estyn.
Officers from a range of teams such as human resources, safeguarding and additional
learning needs (ALN) contribute valuable intelligence about each school, similarly to the
SCC processes. The local authority collates information and a report evaluates the
interventions and the work of improvement partners effectively to gain a rounded picture
of improvement and to intervene in schools in an efficient way.

34.At the most recent review of the Directorate Risk Register the highest risk ratings were
applied to the following risks:

Discontinuation of grant funded posts that deliver essential services;
Sufficiency of secondary school places according to parental choice;
Sufficiency of places for learners with Additional Learning Needs (ALN)
Increasing numbers of learners not in appropriate full time education; and

The number of children and young people receiving face to face counselling via
the Education Psychology Service.
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Discontinuation of grant funded posts

35.A number of core services delivered by the Education Directorate are grant funded, some
with over 50% of total budget dependent on grant funding. A review of contracts in key
affected areas is underway and in 2022/23 the Education Directorate will be undertaking a
full review of all staffing and provision funded by grants.

Sufficiency of school places

36.This reflects the risk of there being insufficient secondary school places for pupils ahead
of the delivery of additional places through Band B schemes and section 106 schools. The
Council has temporary accommodation solutions in the interim periods to ensure a
sufficiency of school places. This will be achieved by maximising the use of space within
existing buildings or providing additional modular accommodation. This interim control
reduces the residual risk. Further management controls include the development in the
perception of all schools, monitoring the changes in demographics, working closely with
families to place children in the most appropriate settings and provide more
accommodation where required.

Sufficiency of places for learners with Additional Learning Needs (ALN)

37.1t was acknowledged in October 2017 that by 2022 an additional 220 places for pupils with
autism spectrum conditions and complex learning needs, and approximately 70 additional
places for pupils with behaviour emotional and social needs, would be required in order to
meet growing demand.

38.Ahead of the inception of Band B, several ALN developments have been delivered, such
as extensions of Ty Gwyn, and the expansion of places have been planned through the
increase in capacity of other Specialist Resource Bases (SRBs) located in mainstream
schools and special schools. Whilst there has been a significant increases in the number
of places, there is a need for further plans for provision, particularly in secondary.

Increasing numbers of learners not in appropriate full time education

39.We are seeing increasing numbers of learners not accessing full time education. This
includes learners that have been permanently excluded, waiting for a specialist placement,
on a reduced timetable and awaiting placement at a preferred school. There has also been
a significant increase in the number of learners leaving full time education due to anxiety
and mental health concerns and a number of learners with persistent absence. The
Ensuring Access working group has been established to review changes required in
practice, process and provision to reduce the time spent and numbers of learners out of
full time education.

The number of children and young people receiving face to face counselling via the Education
Psychology Service

40.Issues around capacity and consistency for school-based counselling could have a
detrimental impact on the well-being of children and young people. The service has been
brought in-house and additional management capacity put in place. The service will work
with schools and improve the referral process, improve the availability and quality of clinical
supervision and capacity to provide counselling for particular groups of learners.

41.Corporate risks are reviewed, updated and reported on a quarterly basis via the corporate
risk management arrangements.
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Internal Audit Engagement and Response

42.The weekly EMT Assurance meeting has a standing item for Audit Reports. New audit
reports are received and considered at EMT including the audit report recommendations
and responsible officers identified. The weekly meetings provide an opportunity for officers
to identify issues and review timelines for implementation of recommendations.

43. For school audits this also provides an opportunity for individual school issues to be
highlighted and feed into the Schools Causing Concern and all schools risk process. The
Director, Assistant Director of Education and Head of Services to Schools meet with a
Senior member of Internal Audit on a half termly basis to review the audit plan, any recent
audits and identify issues and concerns. The Director and Assistant Director follow up
systematically with individual schools and chairs of governors on outstanding audit
recommendations.

44.The Directorate assesses controls for fraud and corruption via the SMAS and evaluates
risk via the council’s risk management arrangements. The Directorate regularly monitors
and raises awareness of compliance for mandatory training including the Fraud and
Corruption module. It is noted that compliance needs to improve in this area.

45. Thematic audits of health and safety and asset management are underway in a sample of
audit schools at the time of reporting.

School CRSA Exercise

46.

47.

All school were engaged in a CRSA exercise, whereby they completed a comprehensive self-
assessment of their internal control environment, and submitted this with suppoirting evidence
to colleagues in Internal Audit. A large number of schools were sampled for a desktop audit
review, and from this exercise a summary of the assurance ratings and the position against
the recommendations raised is included in the table below

Details of audits received, the assurance rating and the management response are appended
to this report.

The Wider Control Environment

Major Project Governance — Schools Organisational Programme

48. The School Organisation Programme (SOP) structure was strengthened by aligning project

and programme governance and includes relevant service areas and teams across the
Council. The revised programme governance structure accommodates typical project
management lifecycle and decision making processes with appropriate risks considered at
project and programme level. In summary, the programme governance structure includes:

SOP Cabinet Review Group — advisory group that consists of directors and
Cabinet members.

SOP Board — responsible for taking all high level decisions about the Programme.
These decisions will be escalated from the SOP Project Boards or School Asset
Commissioning Group.

Page 23



49.

50.

51.

Project Boards — the forum whereby the project is managed at the operational
level. The Project Board will have decision making responsibility for decisions
within the scope of the project or up to agreed tolerances.

The SOP Board is the key decision making function and has directed the programme
appropriately since the outset. The Board is held every month, works effectively and
seeks to handle all business on a consistent basis including agreement of scope of
projects. The board receives a risk register at every meeting.

For any projects that require a school organisation change the 5 case business model
(including 3 Cabinet reports) is applied. It is also recommended that there are 8 gateway
reviews throughout a project lifecycle which are scheduled from the outset of the
programme. For projects that do not require statutory consultations and that are usually
smaller, it is proposed that there will be a streamlined 6 gateways reviews. It is expected
that the SOP Board approves the project at each stage. The 5 case business model tests
value for money at each stage of the business case cycle. These cases are submitted to
Welsh Government for approval.

The benefit of project gateways is that key decision makers will have sight of the project at
each key stage. It provides a consistent and structured approach to monitoring and
managing scope change and project costs. It also provides teams with clarity about when
to escalate issues.

Senior Management Assurance Statement

52. In completing the Senior Management Assurance Statement (SMAS) for the Directorate, the

53.

Director of Education receives individual assessments from each member of the EMT to cover
their area of the Directorate. The collated SMAS is then discussed and agreed at EMT before
being signed off. The SMAS is reviewed alongside the Risk Management review process of
the Directorate and influences the Directorate Delivery Plan.

In assessing the different areas of the SMAS, the EMT identifies any best practice supporting
evidence and key actions to improve performance.

. Risks

. Future Generations Act

. Compliance

. Project Initiaition

. Budget

. Planning — Decision Making
. Control

. Fraud

. Performance

54. Whilst governance systems are improving, there are a number of areas that will be developed

over the next year. These actions have been included within the Senior Management
Assurance Statement which is reported half yearly. Some key areas of focus for EMT:

Risk Management

- Improve the application of integrated risk assessments across the Directorate, including
partners, stakeholders, boards and staff at all levels.

- Review of risks associated with Business Continuity.
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55.

56.

57.

58.

59.

Compliance
- Improve the central assurance process for compliance and accountability including for

commissioning and procurement.
- Mapping of corporate policies to improve knowledge of requirements.
- Address ongoing audit recommendations.
- Improve compliance for mandatory training.

Control

- Ensure safeguards are in place for physical and information assets.

- Ensure strong processes are in place for more systematic internal control to provide
assurance.

- Improve knowledge of procurement policies for all staff.

- Continue to progress reviews of traded services.

- Ensure more consistent and regular budget monitoring at manager level.

- Improving information asset management and compliance with GDPR.

Performance

- Improve the quality of self-evaluation at service and team levels across the directorate

- Ensure clear strategic leadership and oversight of the development of Welsh-medium
education

- Improve information management — enable to manage peaks in demand for front line
service — education psychology service

Where an area has been rated as mixed application, actions have been identified to improve
performance within the SMAS. An overview of the SMAS is attached to the report.

School Balances

At the end of the 2020/21 financial year school balances stood at £21.118m. In advance of
the Welsh Government statistical bulletin on school balances for 20/21 being published
officers prepared a briefing note (copy attached) for the School Budget Forum which included,

» A full analysis of school balances at individual school level

» A description of the factors which attributed to the increase in balances

» A description of the relaxation in some of the school balance controls

» A description of the next steps in terms of the work officers would undertake with schools.

This briefing note was shared with the Governance and Audit Committee. Most of the factors
attributed to this increase in 20/21 have continued and indications are that the level of school
balances will not have decreased by the end of the 2021/22 financial year. Officers have
received a request from the School Budget Forum that the current set of control relaxations
are extended.

Officers will continue to work with schools to monitor the level and use of school balances
and this work will be supported by planned Thematic audit of school balances by the Council’s
Audit Team. There are sufficient oversight and control arrangements in place to ensure
appropriate governance of school balances.

External Assurance

The Council’s Education Service was inspected in November 2021, with the report published
in February 2022. All Education and training providers in Wales are inspected at least once
during the eight-year period from 15t September 2016. The Council received ten weeks notice
of inspection.
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Value for Money

60.

61.

62.

63.

64.

Estyn noted in the February 2022 report that in recent years, Cardiff Council has
demonstrated a sustained and incremental improvement in the quality and effectiveness of
its education services. Senior leaders share a bold and ambitious vision for all learners, which
they communicate clearly in the council’s ‘Capital Ambition’ document. The leader of the
council, cabinet member and chief executive set out high expectations for officers, schools
and other providers and the strong commitment of elected members and officers at all levels
to supporting young people and their families is highly evident.

The director of education supports fully the 'Cardiff 2030’ vision and strategic priorities and
the drive towards the Child Friendly City strategy. The Assistant Director for Education and
the Assistant Director, County Estates aligned their work effectively throughout the pandemic.
This support is well regarded by school and setting leaders.

In general, inspection outcomes between 2017 and March 2020 have been strong especially

in the primary sector. Out of the 43 primary schools inspected during this period, four had
excellent judgements for standards and 36 good. The outcomes for pupils across key stage
4 have been above or well above expectations in the majority of schools in the three years
up to the pandemic. Outcomes for pupils that are eligible for free-school meals (efsm) has
generally been above that of the same group nationally.

Officers across the education directorate work together productively to consider a range of
issues in schools. Their joined-up approach enables the local authority to gain a secure
understanding of the individual contexts of its schools. The local authority has established
strong working relationships with the regional consortium and there are robust processes for
the support and challenge to schools causing concern.

The School Organisation Programme continues to deliver targeted value for money
investment through Band B and investment in the existing estate. Through the SOP Board
and Asset Commissioning Group, governance processes are robust to ensure that projects
deliver against value for money business cases, underpinned by well established sufficiency,
condition and planning projection data.

Legal Implications

65.

There are no direct legal implications from this report.

Financial Implications

66.

The financial implications (if any) arising from this report have been contained within the body
of the report.
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RECOMMENDATIONS

67. That the Governance and Audit Committee considers and notes the content of the report.

Melanie Godfrey
Director, Education and Lifelong Learning

The following is attached:

Appendix A: Governance and Audit Committee Presentation Slides
Appendix B: Briefing Note on School Balances

Appendix B: Briefing Note on School Balances - Appendix 1

Appendix C: Directorate Risk Register Extract

Appendix D: Internal Audit Recommendations

Appendix E: Senior Management Assurance Statement 2021/22 Summary
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2.

Achievements & Priorities

Recent Positive EStyn |nSpeCti0n Inspection report Cardiff Council 2022 (gov.wales)

Priorities & Areas of Focus
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Cardiff 2030 — Retest and Refresh

School Provision (Buildings, general, ALN and NEET provision)
Governance (measured via Senior Management Assurance Statements)
Risk Management (via corporate and directorate risk registers)

Internal Control (Internal and external assurances)

Budget Management (inc. School Balances)
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3. SMAS Summary Position (Q2 2021/22)

Risk Management — 1 mixed application out 5

° More work needs to be done to improve the application of integrated risk
assessments across the Directorate including partners, stakeholders,
boards and all relevant managers.

Future Generations Act — 4 out of 7 are mixed application

° Participation of vulnerable groups needs to be more evident

Improved collaboration arrangements with Children’s Services needs to be
built on for all safeguarding arrangements. Work to develop Children and
Young Peoples partnership linked to Child Friendly Recovery

Map out all boards and arrangements, formalise escalation processes
Review of Child Friendly City governance is underway

Child Friendly impact assessment due to be launched

Build Issue Log into EMT arrangements

C@Inpliance — 2 out of 3 are mixed application
«Q

oD Improve operational governance arrangements to ensure compliance and
) support assurance and accountability. Including mapping of corporate

o policies etc. to improve knowledge of requirements. Central assurance
process.
° Internal and school Audit reports — address ongoing issues.
° Improving compliance for mandatory training.

Project Initiation — 1 out 3 are mixed application

° Supporting consultation and planning re proposed ALN provision
development. Year 1 roll out from January 2022.

° Further work to explore outcomes and benefits for School Organisation
Programme.

° Commence key projects including review of alternative curriculum and

uth Serv@.

e

review o‘

& -

Budget Management — 2 mixed application

° Ensure more consistent and regular budget monitoring at manager
level.
° Review of traded services.

Internal Control Environment — 2 out of 4 are mixed application

. Ensure strong processes are in place for more systematic internal
control to provide assurance.

Ensure safeguards are in place for physical and information assets.
Improve knowledge of procurement policies.

Continue to progress restructures in key areas.

Ensure more consistent and regular budget monitoring at manager
level.

Fraud & Financial Impropriety — 2 mixed application

. More work to be done to increase awareness of fraud prevention.
° Improve compliance to mandatory training.
. Drive improvements in other areas, e.g. control to assist in assurance

against fraud.

Performance Management — 2 mixed application

° Progress any upcoming Estyn recommendations and Cardiff 2030
priorities review.
. Improve operational governance arrangements to ensure compliance

and support assurance and accountability. Including mapping of
corporate policies etc. to improve knowledge of requirements. Central
assurance process.

° Internal and school Audit reports — address ongoing issues.
° Improving compliance for mandatory training.
° Support HR with establishment review.
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4. Directorate Risk Management (Q3 2021/22)

(Highest Directorate residual risks)

Ref. Risk Description Potential Impact Current Controls Proposed Actions

1. Discontinuation of grant funded posts. A Core services cannot be delivered, | A review of contracts is underway To manage the risk the Education
number on services delivered by the important staff are lost and there is | within key affected areas. Directorate will be undertaking a full review
education directorate are grant funded, significant financial and reputation of all staffing and provision funded by grant
some with over 50% of total budget cost to the council. Vulnerable during the 2022/23 financial year.
dependent on grant funding. young people lose vital support and

do not transfer into EET.
Recruitment to key posts is
negatively impacted due to
uncertain futures.

2. There are not sufficient secondary school Children not in education whilst There are ongoing communications | Longer term plans are needed to rebalance
places (year 7 and in-year) for pupils to meet | parents attempt to secure places of | regarding the need for families and | catchments following the delivery of Band B
the local requirements of parents, ahead of | choice. Financial impact of providing | carers to select multiple preferences | capacity.

T the delivery of additional places through temporary accommodation. and in time applications. 151 extra
Q Band B schemes and section 106 schools. secondary places added for
«Q September 2022.
®D
08
D
3. There are not sufficient ALN places. Increase in OOC spend. Children Proposals to Cabinet in October Continue to progress schemes for additional

However, the deficit will continue to impact
the out of county spend in the short to
medium term.

not in education pending
identification of suitable ALN
provision.

2021:

+ 136 additional Secondary and post
-16 EWHB places

+ 139 additional Secondary Complex
Learning and Autism Spectrum
Condition places

* 42 additional Age 3-19 Complex
Learning and Autism Spectrum
Condition places

+ 150 additional Primary Complex
Learning and Autism Spectrum
Condition places.

Ahead of the inception of Band B,
several ALN developments have
been delivered, such as extensions
of Ty Gwyn, and the expansion of
places in other Specialist Resource
Bases (SRBs).

ALN places. Develop further plans for
provision, particularly in secondary.




4. Directorate Risk Management (Q3 2021/22)

Ge abed

4.

Increasing numbers of children and
young people who are not in
receipt of appropriate full time
education that meets their
individual needs, often spending
prolonged periods in EOTAS
provision on a reduced timetable,
or 'out of education'.

Children and young people
who are not in an
environment where they can
be safeguarded could be at
risk of significant harm.
Young people with complex
mental health needs do not
receive psychological
support.

Strong referral processes
exist for EOTAS and quality
assurance and monitoring of
learners has improved and
is now strong. Destination
tracking of young people is
clear and works across
services. The fresh start
panel works well with good
contributions from most high
schools. Knowledge of
EOTAS needs and support
by youth mentors is strong.
Mentors in place for post 16,
ALN, EOTAS and LACE but
a gap exists in support for
sixth form learners EOTAS
lead officer appointed .

Plans for joint working with
YJS/LACE and EOTAS are
improving. ALN identification and
support/training requirements -
proposed ALN lead working across
Directorates will strengthen
knowledge of and therefore
support for YP. Too many learners
with ALN are placed in EOTAS in
lieu of special school places but
this is acknowledged in the
EOTAS plan and included in Band
B proposals. The Ensuring Access
Group has been re-established to
ensure that appropriate actions are
put in place around provision,
practice and process to ensure all
learners are accessing appropriate
education.

The number of children and young
people receiving face to face
counselling was very low
compared to the Welsh average.

Issues around capacity and
consistency could impact
the wellbeing of children and
young people

SBC service has been
brought in house and a
management post created
to strengthen capacity.

Work with schools and settings to
provide an effective counselling
space and to improve the referral
process; Improve the availability
and quality of clinical supervision;
Continue to assess and improve
capacity to provide counselling for
particular groups.
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5. Internal Audit Assurance

We work closely with colleagues in Internal Audit to:

» Discuss emerging risks, issues and assurance matters
* Discuss, understand and act upon recommendations raised
 Track and coordinate our response to recommendations raised

As a Management Team we have established:
Y

QO

% Weekly EMT Assurance with a standing item on Audit Reports

< A mechanism for Internal Audit assurances to feed into our Schools Causing
Concern Process — move to risk based approach for all schools

The timely response to school audit recommendations is a continued focus of
EMT.

Details of audits received, the assurance rating and the management response

are contained in my covering report.
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6. Value for Money

« Estyn noted in the February 2022 report that in recent years, Cardiff Council
has demonstrated a sustained and incremental improvement in the quality and
effectiveness of its education services.

* We fully support the 'Cardiff 2030’ vision and strategic priorities and the drive
towards the Child Friendly City strategy.

In general, inspection outcomes between 2017 and March 2020 have been
strong especially in the primary sector.

* )¢ ab¥d

We have established strong working relationships with the regional consortium
and there are robust processes for the support and challenge to schools
causing concern.

« The School Organisation Programme continues to deliver targeted value for
money investment through Band B and investment in the existing estate
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Item 4 — Appendix B
Briefing Note to School Budget Forum
School Balances 31 March 2021

Background

Since the introduction of Local Management to schools, following the Education
Reform Act in 1988, schools have been allowed to carry over from one financial year
to the next any surplus or deficit balances they incur from their delegated school
budget.

Surplus balances

In Wales the School Funding (Wales) Regulations 2010 suggest that the Local
Authority Scheme for Financing Schools, drawn up by each LA also includes a limit to
the amount of surplus balance that any one school could carry forward of the higher of
£50,000 or a sum equivalent to 5% of their annual delegated budget for a Primary
School or £100,000 or a sum equivalent to 5% of their annual delegated budget for a
Special or Secondary School. In Cardiff the thresholds agreed with schools are:

e Primary Schools — the higher of £50,000 or 4% of their annual delegated
school’s budget

e Special and Secondary Schools — the higher of £100,000 or 4% of their annual
delegated school’s budget

Any schools exceeding these thresholds may, if determined by the LA, receive a
direction to spend funding in excess of the threshold or, ultimately, have excess
funding clawed back.

Relaxation of thresholds for 2021/22

During the Summer Term of 2021 Welsh Government wrote to all Welsh LA’s
informing them of a temporary relaxation of the 2010 regulations in respect of surplus
balances. In turn the Council’s Head of Finance wrote to all Cardiff schools outlining a
one-year relaxation of the local parameters for the management of surplus school
balances. For the 2021/22 financial year the following parameters will apply:

e Surplus balances held as at 315 March 2021 will be disregarded when
considering the issue of directions to spend or to seek clawback against excess
school balances.

e There will be no new directions to spend, or clawbacks issued during 2021/22.
This approach will be applied on the assumption and understanding that the
majority of school balances will be utilised during the 2021/22 financial year,
with balances returning to a more typical level by 315t March 2022.

e Individual letters will be provided to schools, where relevant, following the
closure of the 2021/22 financial accounts, however the paragraphs below
provide an overview of the approach that will be applied moving forward.
Schools will still be considered to hold an excess balance if their balance
exceeds 4% of their formula allocation or £50,000 (primary) /£100,000
(secondary/special), whichever is higher, at the end of the financial year in
question.
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e Schools that have not recently received a direction to spend but have held
excess balances for two consecutive years (ignoring 2020/21 — ie. 2019/20 and
2021/22), or just 2021/22, will be asked to provide information as to why the
excess balance is being held. Primary schools that have previously been
exempt from the process (as they were growing schools without pupils in all
year groups) will be included in the process from 315t March 2022.

e Schools that have not recently received a direction to spend but have held
excess balances for at least three consecutive years (ignoring 2020/21 — ie.
2018/19, 2019/20 and 2021/22) will be directed to spend their balance during
2022/23.

e Schools that have not previously received a clawback, but have been directed
to spend, and have held excess balances for five consecutive years (ignoring
2020/21 —ie. 2016/17, 2017/18, 2018/19, 2019/20 and 2021/22) will be met
with during 2022/23 with a view to implementing a clawback that year. Each
clawed back amount will remain available to the school until 315t August 2023.

e Schools that have previously received a clawback, and continue to exceed the
thresholds at 315t March 2022, will receive further clawbacks each financial
year until the point at which the balance reduces to a level below the threshold
for that particular school. Each future clawed back amount will remain available
to the school until 315t August in the year following the implementation of the
clawback. The balances clawed back during 2020/21, and currently being held
centrally, will remain available until 315t August 2022.

Deficit balances

Whilst schools may be allowed to incur and carry forward a deficit balance this should
only be with the permission of the LA. Each year a school is required to submit to the
LA a balanced budget or request the ability to set a deficit. That request is only agreed
if it is supported by a robust medium term business plan showing how the school will
return to a balanced budget position in the medium term — usually a term of no more
than 3 financial years.

Financial Reporting

School budgets and balances are part of the LA accounts and additionally must be
reported at an individual school level to Welsh Government. Annually Welsh
Government will publish a statistical analysis of both school budgets and balances.
The statistical return for school balances is usually published during the Autumn term
following the closure of the financial year in March.

Current school balances
At the end of the 2020/21 financial year the analysis of school balances at an LA level

can be found in the following table. An analysis of individual school balances can be
found at Appendix 1.
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Phase Bal Bal Grants - Adjusted Adjusted

31.03.20 31.03.21 March 21 balance increase
31.03.21 | 2020-2021

£000 £000 £000 £000 £000

Primary 4,704 12,904 5,884 7,020 2,316
Secondary 608 6,877 3,757 3,120 2,512
Special 504 1,338 155 1,183 679
Total 5,816 21,119 9,796 11,323 5,507

The significant increase in balances between the two financial years may be attributed
to the following:

During March 2021 WG distributed a number of additional revenue grants to
schools’ budgets totalling £9.8 million (as shown in the above table). These
grants covered areas of expenditure including revenue repairs and
maintenance and pupil catch-up. Whilst the grants were received too late in the
financial year to allow for new expenditure to take place, schools were able to
use these grants in-year to offset eligible expenditure already incurred. The
knock-on effect of this, however, was to reduce the level of spend against their
base funded budget, thereby increasing the balances carried forward into
2021/22. These balances brought forward have formed part of the budget
setting process within schools for 2022/23 and are reflected in the governor
approved budgets for each school.

The Covid-19 pandemic also meant that those schools that had planned to use
their previous surplus balances on any major works were unable to do so due
to covid restrictions in many cases.

During the 2020/21 financial year there were periods of time when schools
were closed, which meant some not insignificant savings against budgets held
for premises costs, and sickness absence/supply costs, in particular. In
addition, a considerable amount of specific costs associated with the pandemic
were supported through the WG Covid Hardship Fund. Whilst it is
acknowledged that there may be a perceived disconnect between claiming
hardship funding during a period where savings were made in certain areas of
the budget, it would have been imprudent not to claim eligible expenditure and
lost income at the point schools were entitled to do so. This is particularly so
given the uncertainty surrounding the trajectory of the pandemic and the
necessarily reactive nature of governmental controls and available support
which could not be relied upon to continue ad infinitum.

2021/22 financial year

An examination of school budgets for the 2021/22 financial year indicates that a
significant number of schools have budgeted to use their increased surpluses to
maintain a balanced budget position.

At the end of the 2019/20 financial year 18 Cardiff schools ended the year with a
deficit, by the end of the 2020/21 financial year this had reduced to 2.
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In the school budget setting process for the 2021/22 financial year four schools
applied to set a deficit budget.

Next steps

During October 2021 the Council’s Local Financial Management Team will work with
their allocated schools to confirm budget positions and projected school balances for
the financial year end in March 2022.

This information will be shared with the Education Management Team and School

Budget Forum and inform further discussions with individual schools and governing
bodies before the end of the financial year.
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EA001 Adamsdown Primary School
EA002 Albany Primary School

EA003 Allensbank Primary School
EA004 All Saints C.W. Primary School
EA005 Baden Powell Primary School
EAQ006 Birchgrove Primary School
EA007 Bishop Childs C.W. Primary School
EA008 Bryn Celyn Primary School
EA009 Bryn Deri Primary School

EA010 Bryn Hafod Primary School
EA014 Christ The King R.C. Primary School
EA015 Coed Glas Primary School

EA016 Coryton Primary School

EA017 Creigiau Primary School

EA020 Danescourt Primary School
EA023 Fairwater Primary School

EA024 Gabalfa Primary School

EA025 Gladstone Primary School

EA026 Glan Yr Afon Primary School
EA029 Grangetown Primary School
EA030 Grangetown Nursery School
EA031 Greenway Primary School

EA032 Gwaelod-y-Garth Primary School
EA034 Hawthorn Primary School

EA035 Herbert Thompson Primary School
EA036 Holy Family R.C. Primary School
EA038 Hywel Dda Primary School
EA039 Kitchener Primary School

EA040 Lakeside Primary School

EA041 Lansdowne Primary School
EA042 Llandaff C.W. Primary School
EA043 Llanedeyrn Primary School
EA044 Llanishen Fach Primary School
EA045 Llysfaen Primary School

EA048 Meadowlane Primary School
EA049 Millbank Primary School

EA050 Moorland Primary School

EA052 Mount Stuart Primary School
EA053 Ninian Park Primary School
EA054 Pontprennau Primary School
EA055 Oakfield Primary School

EA056 Pentrebane Primary School
EA057 Pentyrch Primary School

EA058 Pen-y-Bryn Primary School
EA059 Peter Lea Primary School

EA060 Radnor Primary School

EA061 Radyr Primary School

EA062 Rhiwbeina Primary School
EA063 Rhydypenau Primary School
EA064 Roath Park Primary School
EA065 Rumney Primary School

EA068 Severn Primary School

EA069 Springwood Primary School
EAQ070 Stacey Primary School

EAQ071 St Alban's R.C. Primary School
EAQ073 St Bernadette's R.C. Primary School
EA074 St Cadoc's R.C. Primary School
EAQ75 St Cuthbert's R.C. Primary School
EA076 St David's C.W. Primary School
EAQ77 St Fagan's C.W. Primary School
EAQ078 St Francis R.C. Primary School
EAQ079 St John Lloyd R.C. Primary School
EA080 St Joseph's R.C. Primary School
EA081 St Mary's R.C. Primary School
EA082 St Mary The Virgin C.W. Primary School
EA083 St Mellons C.W. Primary School
EA084 St Monica's C.W. Primary School
EA085 St Patrick's R.C. Primary School
EA086 St Paul's C.W. Primary School
EA087 St Peter's R.C. Primary School
EA088 St Philip Evans R.C. Primary School
EA089 Thornhill Primary School

EA090 Tongwynlais Primary School
EA091 Ton-yr-Ywen Primary School
EAQ092 Tredegarville C.W. Primary School
EAQ093 Trelai Primary School

EA094 Tremorfa Nursery School

EA098 Willowbrook Primary School
EA100 Windsor Clive Primary School

Total 2019/20
Balance

-62,541.98
-24,822.99
-33,916.35
52,377.15

43,052.08
-158,808.56
2,811.76
-18,186.50
-20,098.04
-91,170.69
-77,310.72
-54,726.40
-11,338.64
-61,993.19
13,910.38
-65,338.65
-38,943.44
-40,567.21
26,772.91
-55,862.59
-63,488.47
-118,845.57
1,445.01
-73,668.02
-50,362.82
-45,135.08
-83,483.43
-37,627.55
-79,778.46
-71,926.62
-57,107.91
2,474.28
-46,018.22
-63,228.44
-32,335.74
-18,353.34
-38,471.60
-103,733.45
-141,416.73
52,913.87

-112,340.76

-35,840.85

1,376.44
-50,595.20
-27,435.50
-59,732.51
-40,003.67
-88,419.63
-86,469.35
-113,520.21
41,183.22
-37,715.69
-44,885.81
-26,061.51
4,446.97
-82,089.56
-86,279.01
-39,115.66
-38,293.15
-31,289.74
47,374.19
-53,770.95
-60,267.80
-169.85
-11,818.42
-35,038.04
-42,507.49
-18.05
-25,482.71
-132,371.46
882.68
7,596.17
-14,830.63
-2,449.16
-48,668.05
-52,919.04
-16,693.80
-42,273.78
-61,612.20

Total 2020/21
Balance

-260,259.24
-153,815.29
-53,158.52
-73,913.32
-135,384.61
-199,803.92
-58,440.89
-32,577.33
-77,599.09
-246,080.38
-106,719.05
-137,621.07
-50,301.24
-110,943.65
-74,409.26
-96,432.22
-120,715.48
-87,878.34
-108,600.43
-172,589.12
-56,603.21
-109,147.66
-116,420.32
-95,359.11
-138,551.92
-76,179.72
-238,844.24
-166,424.56
-302,402.01
-105,696.98
-146,092.47
-132,932.56
-125,576.77
-128,934.27
-72,631.80
-69,640.11
-137,868.32
-124,873.68
-383,395.74
-105,439.84
-204,869.93
-112,105.01
-36,906.63
-104,262.78
-68,878.22
-102,457.39
-146,978.41
-230,005.97
-174,007.11
-244,191.17
-145,511.61
-156,514.40
-101,623.67
-116,800.68
-8,380.78
-93,351.46
-182,153.04
-100,641.84
-123,403.93
-100,650.56
-180,364.18
-120,934.36
-163,675.36
-51,118.21
-58,472.07
-45,138.80
-50,813.90
-81,196.19
-73,467.88
-201,352.11
-68,070.98
-102,509.05
-20,809.77
-98,688.57
-100,100.73
-243,325.40
-51,308.02
-176,407.73
-148,062.77
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Value of WG
Grants Issued

79,547.81
77,232.68
39,222.09
30,727.05
69,785.41
68,523.64
38,295.10
33,013.71
42,489.62
75,335.07
39,439.04
88,326.52
38,591.07
68,270.34
79,186.66
40,634.00
49,307.02
40,503.20
24,856.12
67,994.73
19,494.64
44,465.60
49,657.75
43,332.73
89,501.79
27,776.83
76,790.73
81,170.17
80,293.25
70,384.68
69,913.28
69,085.48
81,852.70
73,591.98
60,099.95
44,412.85
78,537.48
80,344.11
112,747.37
59,151.19
75,776.84
42,384.71
26,861.85
45,579.63
59,931.19
50,595.05
74,890.84
111,862.23
85,916.86
80,811.14
77,925.58
86,568.72
42,491.88
41,668.64
28,239.90
43,605.70
59,664.26
25,076.48
43,750.31
39,321.24
61,822.10
60,003.08
38,718.50
46,764.90
41,888.99
22,293.21
27,860.82
51,015.03
38,584.84
81,165.31
68,394.22
76,415.79
36,734.19
79,117.07
46,555.38
65,041.75
15,904.79
76,817.08
75,690.52

Adjusted Balance

-180,711.43
-76,582.61
-13,936.43
-43,186.27
-65,599.20

-131,280.28
-20,145.79

436.37
-35,109.47

-170,745.31
-67,280.01
-49,294.55
-11,710.17
-42,673.31

4,777.40
-55,798.21
-71,408.46
-47,375.14
-83,744.31

-104,594.39
-37,108.57
-64,682.07
-66,762.57
-52,026.37
-49,050.13
-48,402.89

-162,053.50
-85,254.39

-222,108.76
-35,312.31
-76,179.19
-63,847.08
-43,724.07
-55,342.29
-12,531.85
-25,227.25
-59,330.84
-44,529.57

-270,648.37
-46,288.65

-129,093.09
-69,720.30
-10,044.78
-58,683.15

-8,947.03
-51,862.34
-72,087.56

-118,143.74
-88,090.25

-163,380.03
-67,586.03
-69,945.68
-59,131.79
-75,132.04

19,859.12
-49,745.76

-122,488.78
-75,565.36
-79,653.62
-61,329.32

-118,542.08
-60,931.28

-124,956.86

-4,353.31
-16,583.08
-22,845.59
-22,953.08
-30,181.16
-34,883.04

-120,186.80

323.24
-26,093.26

15,924.42
-19,571.50
-53,545.35

-178,283.65
-35,403.23
-99,590.65
-72,372.25

APPENDIX 1

Increase on
2019/20

-197,717.26
-128,992.30
-19,242.17
-21,536.17
-178,436.69
-40,995.36
-61,252.65
-14,390.83
-57,501.05
-154,909.69
-29,408.33
-82,894.67
-38,962.60
-48,950.46
-88,319.64
-31,093.57
-81,772.04
-47,311.13
-135,373.34
-116,726.53
6,885.26
9,697.91
-117,865.33
-21,691.09
-88,189.10
-31,044.64
-155,360.81
-128,797.01
-222,623.55
-33,770.36
-88,984.56
-135,406.84
-79,558.55
-65,705.83
-40,296.06
-51,286.77
-99,396.72
-21,140.23
-241,979.01
-158,353.71
-92,529.17
-76,264.16
-38,283.07
-53,667.58
-41,442.72
-42,724.88
-106,974.74
-141,586.34
-87,537.76
-130,670.96
-186,694.83
-118,798.71
-56,737.86
-90,739.17
-12,827.75
-11,261.90
-95,874.03
-61,526.18
-85,110.78
-69,360.82
-227,738.37
-67,163.41
-103,407.56
-50,948.36
-46,653.65
-10,100.76
-8,306.41
-81,178.14
-47,985.17
-68,980.65
-68,953.66
-110,105.22
-5,979.14
-96,239.41
-51,432.68
-190,406.36
-34,614.22
-134,133.95
-86,450.57

Adjusted
Increase on
2019/20

-118,169.45
-51,759.62
19,979.92
9,190.88
-108,651.28
27,528.28
-22,957.55
18,622.87
-15,011.43
-79,574.62
10,030.71
5,431.85
-371.53
19,319.88
-9,132.98
9,540.44
-32,465.02
-6,807.93
-110,517.22
-48,731.80
26,379.90
54,163.50
-68,207.58
21,641.65
1,312.69
-3,267.81
-78,570.07
-47,626.84
-142,330.30
36,614.31
-19,071.28
-66,321.36
2,294.15
7,886.15
19,803.89
-6,873.91
-20,859.24
59,203.88
-129,231.64
-99,202.52
-16,752.33
-33,879.45
-11,421.22
-8,087.95
18,488.47
7,870.17
-32,083.89
-29,724.11
-1,620.90
-49,859.82
-108,769.25
-32,229.99
-14,245.98
-49,070.53
15,412.15
32,343.80
-36,209.77
-36,449.70
-41,360.47
-30,039.58
-165,916.27
-7,160.33
-64,689.06
-4,183.46
-4,764.66
12,192.45
19,554.41
-30,163.11
-9,400.33
12,184.66
-559.44
-33,689.43
30,755.05
-17,122.34
-4,877.30
-125,364.61
-18,709.43
-57,316.87
-10,760.05



EA101 Ysgol Bro Eirwg

EA102 Ysgol Gymraeg Coed-y-Gof
EA103 Ysgol Melin Gruffydd
EA104 Ysgol Pencae

EA105 Ysgol Pwll Coch

EA106 Ysgol-y-Berllan Deg

EA107 Ysgol Mynydd Bychan
EA108 Ysgol Gymraeg Treganna
EA109 Ysgol-y-Wern

EA110 Ysgol Glan Morfa

EA111 Ysgol Gymraeg Nant Caerau

EA113 Ysgol Gynradd Gymraeg Pen Y Groes

EA114 Ysgol Pen Y Pil

EA115 Ysgol Glan Ceubal

EA116 Pencaerau Primary

EA117 Trowbridge Primary

EA246 ICC Ely

EA247 Glyncoed Primary School
EA248 Marlborough Primary School
EA249 Whitchurch Primary School
EA250 Howardian Primary School
EA251 Ysgol Hamadryad

Total Primary & Nusery
EA120 Corpus Christi R.C. High School

EA121 Mary Immaculate High School
EA122 St llityd's R.C. High School

EA123 Bishop Of Llandaff C.W. High School

EA125 Cantonian High School
EA126 Cardiff High School

EA127 Cathays High School

EA128 Fitzalan High School

EA132 Llanishen High School

EA134 Radyr Comprehensive
EA136 St Teilo's C.W. High School
EA137 Whitchurch High School
EA138 Willows High School

EA139 Ysgol Gyfun Gymraeg Glantaf
EA140 Ysgol Gyfun Gymraeg Plasmawr
EA141 Ysgol Gyfun Bro Edern

EA142 Eastern HS

EA143 Cardiff West Comm HS

Total Secondary

EA150 The Court School
EA151 Riverbank School
EA152 Ty Gwyn School

EA153 Woodlands High School
EA154 Greenhill School
EA155 Meadowbank School
EA156 The Hollies School

Total Special

GRAND TOTAL ALL SCHOOLS

-66,873.16 -120,350.08 76,311.71 -44,038.37 -53,476.92 22,834.79
-81,654.04 -175,973.76 57,806.57 -118,167.20 -94,319.72 -36,513.16
-74,164.83 -203,706.88 79,852.92 -123,853.96 -129,542.05 -49,689.13
-76,609.12 -129,824.61 39,234.56 -90,590.05 -53,215.49 -13,980.93
-31,730.02 -85,857.91 71,286.14 -14,571.77 -54,127.89 17,158.25
-20,943.38 -115,022.93 77,880.70 -37,142.23 -94,079.55 -16,198.85
-32,513.73 -117,820.31 46,640.09 -71,180.22 -85,306.58 -38,666.49
-69,800.25 -185,426.98 118,539.89 -66,887.09 -115,626.73 2,913.16
-135,514.27 -329,835.78 111,136.30 -218,699.49 -194,321.51 -83,185.22
-38,384.62 -137,946.96 46,662.08 -91,284.88 -99,562.34 -52,900.26
-29,747.92 -103,343.87 43,502.94 -59,840.93 -73,595.95 -30,093.01
-43,175.27 -88,136.86 24,341.68 -63,795.18 -44,961.59 -20,619.91
-10,553.01 -52,730.33 41,474.02 -11,256.31 -42,177.32 -703.30
-875.88 -63,963.19 34,382.92 -29,580.28 -63,087.31 -28,704.40
-44,305.50 -97,889.31 45,124.45 -52,764.86 -53,583.81 -8,459.36
-55,908.89 -133,096.97 36,967.15 -96,129.81 -77,188.08 -40,220.92
-64,874.67 -214,436.45 18,720.23 -195,716.22 -149,561.78 -130,841.55
-75,883.23 -210,790.76 66,772.43 -144,018.33 -134,907.53 -68,135.10
-52,389.59 -222,555.66 85,753.88 -136,801.78 -170,166.07 -84,412.19
-248,202.89 -179,688.68 113,175.76 -66,512.93 68,514.21 181,689.96
-73,312.79 -117,982.68 58,808.75 -59,173.93 -44,669.89 14,138.86
-28,865.48 -37,665.16 32,276.91 -5,388.24 -8,799.68 23,477.24
-4,704,006.37 -12,903,814.54  5,884,248.14 -7,019,566.40 -8,199,808.17  -2,315,560.03
-196,015.55 -320,293.75 183,905.35 -136,388.40 -124,278.20 59,627.15
-262,688.42 -380,206.47 138,824.46 -241,382.01 -117,518.05 21,306.41
-34,442.10 -346,005.29 158,904.27 -187,101.02 -311,563.19 -152,658.92
-18,648.76 -256,866.35 211,230.22 -45,636.13 -238,217.59 -26,987.37
749,500.82 260,142.38 133,722.57 393,864.95 -489,358.44 -355,635.87
-634,606.91 -1,156,657.87 291,411.72 -865,246.15 -522,050.96 -230,639.24
-39,235.59 -345,045.62 166,492.04 -178,553.58 -305,810.03 -139,317.99
-32,671.28 -301,240.28 311,788.73 10,548.45 -268,569.00 43,219.73
-7,732.30 -604,599.56 273,934.02 -330,665.54 -596,867.26 -322,933.24
-38,717.68 -465,520.09 218,874.40 -246,645.69 -426,802.41 -207,928.01
-219,878.97 -709,647.44 244,905.18 -464,742.26 -489,768.47 -244,863.29
111,968.02 -636,602.30 403,335.36 -233,266.94 -748,570.32 -345,234.96
-51,272.69 -330,526.65 125,690.02 -204,836.63 -279,253.96 -153,563.94
120,446.39 -384,633.00 230,529.65 -154,103.35 -505,079.39 -274,549.74
98.85 -309,064.12 201,489.20 -107,574.92 -309,162.97 -107,673.77
-177,066.73 -475,407.35 150,068.09 -325,339.26 -298,340.62 -148,272.53
-186,789.57 -608,636.14 172,410.65 -436,225.49 -421,846.57 -249,435.92
310,318.00 494,204.51 139,409.83 633,614.34 183,886.51 323,296.34
-607,434.47 -6,876,605.39  3,756,925.76 -3,119,679.63 -6,269,170.92 -2,512,245.16
-17,087.38 -62,325.27 13,504.21 -48,821.06 -45,237.89 -31,733.68
-52,431.31 -126,700.29 18,809.34 -107,890.95 -74,268.98 -55,459.64
-166,487.94 -346,760.67 42,620.36 -304,140.31 -180,272.73 -137,652.37
-76,393.60 -163,140.74 27,452.58 -135,688.16 -86,747.14 -59,294.56
-76,272.97 -190,378.19 15,839.68 -174,538.51 -114,105.22 -98,265.54
-66,735.09 -152,513.11 11,036.37 -141,476.74 -85,778.02 -74,741.65
-49,068.11 -296,488.46 25,759.72 -270,728.74 -247,420.35 -221,660.63
-504,476.40 -1,338,306.73 155,022.25 -1,183,284.48 -833,830.33 -678,808.08
-5,815,917.24 -21,118,726.66  9,796,196.15 -11,322,530.51 -15,302,809.42 -5,506,613.27
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Directorate Risk Register Template

Appendix C

Inherent Risk

Ref |Risk Description Potential Impact
Kl
o a
=|E
3|
—
1 Grant funded posts Core services cannotbe |A |1
discontinued. A number on |delivered, important staff
services delivered by the are lost and there is
education directorate are significant financial and
grant funded, some with reputation cost to the
over 50% of total budget council.Vulnerable young
dependent on grant funding.|people lose vital support
and do not transfer into
EET. Recruitment to key
posts is negatively
impacted due to uncertain
futures.
2 There are not sufficient Children not in education [A |2
secondary school places whilst parents attempt to
u |[(year 7 and in-year) for secure places of choice.
Q |pupils to meet the local Financial impact of
% requirements of parents, providing temporary
A |ahead of the delivery of accomodation.
O1  |additional places through Reputational risk due to

Band B schemes and
section 106 schools. Cardiff
will experience peak intakes
to secondary schools in
2022/23 and 2023/24. In
some areas of the city,
catchments will have
demand that exceeds
supply and whilst there are
places in other parts of the
city, there is a risk that
parents will refuse to accept
these.

public interest groups
protesting about available
places.

Priority

Current Controls

Alerting SMT to the risk to
the council financially but
also reputationally and
actually (vulnerable young
people support
withdrawn).

There are onoging
communications about the
need for families and
carers to select multiple
preferences and in time
applications. 151 extra
places added for
September 2022 (30
Eastern, 30 Radyr, 30
Corpus Christi, 31 Mary
Immaculate High School,
30 St.Teilo’s).

Residual Risk [Proposed Management Target Risk Risk Owner Key Indicators /
S| G|Priority  |Actions © |5 |Priority |Reduction Measures
gl g R Target Dat
c| = 2 la arget Date
=| £ = | £
(O} Q -
X X
| |
A |2 Alert funding streams to the |A |2 3-6 months Phil Norton
potential impact, seek
clarification on alternative
sources.
A |3 Longer term plans are B |3 12 months + [Richard Pupils getting 1 of 3
needed to rebalance Portas choices of school

catchments following the
delivery of Band B capacity.

place




Ref

Risk Description

Potential Impact

Inherent Risk

Current Controls

Likelihood

Priority

Impact

o obed

There are not sufficient ALN

Increase in OOC spend.

places. Plans are in place to|Children not in education
address this over the next 3-|pending identification of

5 years. However, the
deficit will continue to
impact the out of county
spend in the short to
medium term.

suitable ALN provision.

Residual Risk

Priority

Likelihood
Impact

Proposals to Cabinet in
October 2021: « 136
additional Secondary and
post-16 EWHB places °
139 additional Secondary
Complex Learning and
Autism Spectrum
Condition places * 42
additional Age 3-19
Complex Learning and
Autism Spectrum
Condition places * 150
additional Primary
Complex Learning and
Autism Spectrum
Condition places.

Ahead of the inception of
Band B, several ALN
developments have been
delivered, such as
extensions of Ty Gwyn,
and the expansion of
places in other Specialist
Resource Bases (SRBs).

A |2

Proposed Management
Actions

Target Risk

Risk

Likelihood

Impact

Priority

Continue to progress
schemes for additional ALN
places. Develop further
plans for provision,
particularly in secondary

Reduction
Target Date

Owner

Key Indicators /
Measures

12 months

Richard
Portas/
Jennie

Hughes

Numbers of
children in
specialist EOTAS
provision, OOC
spend




Ref

Risk Description

Potential Impact

Inherent Risk

Current Controls

young people receiving
face to face counselling was
very low compared to the
Welsh average

consistency could impact
the wellbeing of children
and young people

HE
Ol a
=|E
S| =
=<
4
4 Increasing numbers of Children and young people |A |1
children and young people |who are not in an
who are not in receipt of environment where they
appropriate full time can be safeguarded could
education that meets their |be at risk of significant
individual needs, often harm. Outcomes for young
spending prolonged periods |people who are EOTAS do
in EOTAS provision on a not improve. EOTAS
reduced timetable, or 'out of |learners face difficulties in
education'. There is arisk |making a positive transition
that young people out of full |Post 16. Young people with
time education are not in an |complex mental health
environment where they can|needs do not receive
be safeguarded, and that  [psychological support.
we are not meeting our
statutory responsibilities to
provide an Education.
o
Q
«Q
)
»
\l
5 The number of children and |Issues around capacity and |A |2

Priority

Residual Risk

Likelihood

Impact

Strong referral processes
exist for EOTAS and
guality assurance and
monitoring of learners has
improved and is now
strong. Destination
tracking of young people
is clear and works across
services. The fresh start
panel works well with good
contributions from most
high schools. Knowledge
of EOTAS needs and
support by youth mentors
is strong. Mentors in place
for post 16, ALN, EOTAS
and LACE but a gap exists
in support for sixth form
learners EOTAS lead
officer appointed .

B

SBC service has been
brought in house and a
management post created
to strengthen capacity

Priority

Proposed Management
Actions

Plans for joint working with
YJS/LACE and EOTAS are
improving. ALN identification
and support/training
requirements - proposed
ALN lead working across
Directorates will strengthen
knowledge of and therefore
support for YP. Too many
learners with ALN are placed
in EOTAS in lieu of special
school places but this is
acknowledged in the EOTAS
plan and included in Band B
proposals. The Ensuring
Access Group has been re-
established to ensure that
appropriate actions are put
in place around provision,
practice and process to
ensure all learners are
accessing appropriate
education.

Work with schools and
settings to provide an
effective counselling space
and to improve the referral
process; Improve the
availability and quality of
clinical supervision;
Continue to assess and
improve capacity to provide
counselling for particular
groups.

Target Risk Risk Owner Key Indicators /

S |5 [Priority Reduction | |Measures

co |8 Target Date

= |E

E —

=%

p

B |2 12 months + |Phil Norton

C [3 [Medium -|12 months Chris The number of
Amber / Alders children and young
Green people accessing

face to face
counselling
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The Position Against Internal Audit Recommendations

i Report Assurance Outstanding Completed Total .
Audit X i . . Implementation Status
Status Rating Actions Actions Actions
2021/22 (to date)
. . Effective  with . .
Follow up - British Council Final opportunity for 3 5 5 All recommendations will
grants 2021-22 ) PP y be delivered by 31/08/22
improvement
All recommendations will
be delivered by 31/08/22.
C?rsiﬁ hWTSt Community | o al Unsatisfactory 19 3 22 12 overdue actions -
High Schoo evidence is required for
Internal Audit to close
these actions.
Insufficient with
Pre-Contract Assurance - . . .
Education & Lifelon Final major 4 0 4 All recommendations will
ucati i i
. & improvement be delivered by 30/08/22
Learning
needed
Effective  with
Marlborough Primary Final o orltunit flor 5 3 13 All recommendations will
School . PP y be delivered by 08/02/22.
improvement
Effecti ith
Mary Immaculate R.C. High Final o lelt\Lenit Wflor 3 13 16 All recommendations will
School 2021/22 opp Y be delivered by 06/04/22
improvement
Effective  with
SOP Band B Final opportunity for 0 6 6 All Actions Completed
improvement
2020/21
Insufficient with .
St Cuthbert's R.C. Primar major Al recommendations
school o Y| Final imjrovement 9 13 22 were due to be delivered
P by 30/11/21.
needed
St. Peter's RC Primary | Eﬁecnve. with All reconnnend?uons
school Follow up Audit Final opportunity for 12 4 16 were due to be delivered
P improvement by 17/12/21.
s - Unsatisfactory
British  Council  grants . .
2020/21 Final 0 19 19 Actions Completed
Effecti ith
Follow Up Income in School Final o ezgﬁ;n Mgor 1 4 5 Recommendation will be
Kitchens . PP ¥ delivered by 31/03/22
improvement
Income & Debtors - Final Effeg?'c\ijenit w;:)f; 5 5 4 All recommendations will
Education . PP y be delivered by 30/08/22
improvement
All recommendations
Follow-up audit - Effective  with were due to be delivered
Pontprennau Primary | Final opportunity for 2 9 11 by 30/11/21
School improvement
Effecti ith
Commissioning and Final o ecc)rl'zjenit W;or 3 4 7 All recommendations will
Procurement - Education . PP y be delivered by 30/08/22
improvement

2019/20

Page 49




The Position Against Internal Audit Recommendations

Insufficient with
Music Service - follow up Final major 4 All recommendations will
2019/20 improvement be delivered by 30/08/22
needed
Counter-fraud
arrangements in schools — | Final Effective 0 Action Completed
Willows High School
Insufficient with
Education - Asset Final major 3 All recommendations will
Management improvement be delivered by 31/08/22
needed
Income collection in Effective  with
schools inc. lettings and | Final opportunity for 0 All Actions Completed
banking - Cardiff High improvement
Effective  with
Pentyrch Primary Final opportunity for 0 All Actions Completed
improvement
Counter-fraud
arrangements in schools - Effective  with
Radyr Comprehensive Final opportunity for 0 All Actions Completed
improvement
Counter-fraud Effective  with
arrangements in schools - | Final opportunity for 0 All Actions Completed
Hawthorn Primary School improvement
Counter-fraud Effective  with
arrangements in schools - | Final opportunity for 0 All Actions Completed
Allensbank Primary School improvement
Counter-fraud Effective  with
arrangements in schools - | Final opportunity for 0 All Actions Completed
Corpus Christi improvement
Counter-fraud
arrangements in schools - | Final Effective 0 All Actions Completed
Eastern
Counter-fraud Effective  with
arrangements in schools - | Final opportunity for 0 All Actions Completed
Kitchener Primary School improvement
Counter-fraud Effective  with
arrangements in schools - | Final opportunity for 0 All Actions Completed
The Hollies improvement
Income collection in Effective  with
schools inc. lettings and | Final opportunity for 0 All Actions Completed
banking - Coryton Primary improvement
Income collection in . .
. . Effective  with
schools inc. lettings and Final opportunity for 0 All Actions Completed
banking - Greenhill Special ) PP y P
improvement
School
Income collection in . .
. . Effective  with
schools inc. lettings and | _, . .
. Final opportunity for 0 All Actions Completed
banking - Herbert )
. improvement
Thompson Primary
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The Position Against Internal Audit Recommendations

Income collection in . .
. . Effective  with
schools inc. lettings and Final opportunity for 0 8 8 All Actions Completed
banking - Meadowlane ) PP ¥ P
. improvement
Primary
| - -
ncome . coIIect_lon in Effective  with _ _
schools inc. lettings and Final opportunity for 1 8 9 Recommendation will be
banking - Cardiff West ) PP y delivered by 18/02/22
- improvement
Community High
Insufficient with
major
St. Francis Final . ! 0 19 19 All Actions Completed
improvement
needed
Effective  with
St llityd's R.C. High Final opportunity for 0 6 6 All Actions Completed
improvement
Insufficient with All recommendations
. . major were due to be delivered
Roath Park Primary School Final 4 22 26
! ¥ ! improvement by 17/12/21. The school is
needed liaising with Audit.
ICT governance in schools - Insufficient with
Cantonian Final !”najor 0 15 15 All Actions Completed
improvement
needed
Effective ith
Commissioning of Final o orlt\imit Wllor 1 5 6 Recommendation will be
independent investigations ) PP v delivered by 31/07/22
improvement
Insufficient with
major
Windsor Clive Final . ) 0 16 16 All Actions Completed
improvement
needed
ICT governance in schools Effective ~ with
] & Final opportunity for 0 6 6 All Actions Completed
Bishop of Llandaff .
improvement
Effecti ith
ICT governance in schools - Final o ezrl':Jenit W;or 4 10 14 All recommendations will
Ysgol Plasmawr . PP y be delivered by 22/07/22
improvement
ICT governance in schools Effective ~ with
Car(;giff Final opportunity for 0 8 8 All Actions Completed
improvement
. Effective  with
ICT governance in schools - | _ . .
Fitzalan Final opportunity for 0 10 10 All Actions Completed
improvement
. Effective  with
ICT governance in schools - | _ . .
I Final opportunity for 0 11 11 All Actions Completed
St. Teilo's )
improvement
. Effective  with . .
ICT governance in schools - Final opportunity for 1 10 1 All recommendations will
Cathays . PP y be delivered by 31/08/22
improvement
ICT governance in schools - Effective  with
Radyr Final opportunity for 0 9 9 All Actions Completed
improvement
[ WP el |
Fadyt ol




The Position Against Internal Audit Recommendations

ICT governance in schools -

Effective  with

All recommendations will

Llanishen Final f)pportunlty for ! be delivered by 29/07/22
improvement
One recommendation will
Effective  with be delivered by 31/03/22.
Storey Arms Final opportunity for 2 One action overdue -
improvement evidence under review, in

order to close.

Older — Longstanding Recommendations

Education - Budgeting &

Effective  with

Recommendation will be

Final opportunity for 1
Forecasting ) PP y delivered by 31/08/22
improvement
Recommendations are
Effective  with covered in tPI1e current
Education C&P - Llanedeyrn | Final opportunity for 2
y .pp y audit, and will be closed
improvement . .
when final report issued.
Effective  with
Catering in opted out Final obportunity for 1 Recommendation will be
schools . PP y delivered by 31/03/22
improvement

Schools CRSA Exercise
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The Position Against Internal Audit Recommendations

Audit Report Assurance Rating Outsta:\nding Com;?leted Total Actions
Status Actions Actions
Rhiwbeina Primary - CRSA 0 5 5
Rumney Primary - CRSA 0 5 5
Bryn Deri - CRSA Final Effective 1 4 5
Radnor Primary - CRSA 1 1 2
The Hollies - CRSA 1 2 3
Albany Primary - CRSA 0 4 4
Eastern High - CRSA 0 4 4
Marlborough - CRSA 2 5 7
Pencaerau - CRSA 3 2 5
Tredegarville Primary - CRSA 4 4 8
Birchgrove Primary - CRSA 1 2 3
Bishop Childs - CRSA 4 2 6
Bishop of Llandaff - CRSA 1 3 4
Greenway Primary - CRSA 2 7 9
Lansdowne Primary - CRSA 1 2 3
Oakfield Primary - CRSA 1 4 5
Final Effective with
Radyr Comprehensive - CRSA opportunity for 2 4 6
Springwood - CRSA Improvement 1 1 2
St Mary's RC Primary - CRSA 3 4 7
St Paul's Primary - CRSA 3 10 13
St Teilo's - CRSA 2 7 9
Stacey Primary - CRSA 2 4 6
Trowbridge Primary - CRSA 2 8 10
Whitchurch Primary - CRSA 1 4 5
Ysgol Bro Eirwg - CRSA 5 3 8
Ysgol Pen y Pill - CRSA 5 3 8
Cantonian - CRSA 7 0 7
Ysgol Hamadryad - CRSA 4 2 6
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The Position Against Internal Audit Recommendations

Audit Report Assurance Rating Outsta'mdlng Com;?leted Total Actions
Status Actions Actions
Coed Glas - CRSA
Fairwater - CRSA Effective with
. opportunity for
St Fagan's - CRSA Draft improvement

The Court School - CRSA

Llanedeyrn Primary - CRSA
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Education and Lifelong Learning Directorate - Senior Management Assurance Statement 2021 / 22 Summary

Assurance Area

Risk Management

Risk Identification

Risk Assessment

Risk Review

Directorate Risk Response

Corporate Risk Response

Future Generations Act

Future Generations Consideration

Future Generations preventative actions identified, prioritised and resourced
Future Generations Partnership Collaboration
Future Generations Governance

Future Generations Reporting (goverance, risk management, control)
Future Generations Engagement

Future Generations Stakeholder Involvement
Compliance

Compliance

Compliance Improvement

Project and Programme Initiation

Project and Programme Initiation

Project and Programme Governance

Project and Programme Monitoring and Management
Budget

Budget Delivery

Savings/Income Target Delivery

Planning Decision

Business Planning

Business Cases

Control

Internal Controls

Accountability

Safeguarding Assets

Fraud

Fraud Prevention and Detection

Fraud Policy Compliance

Performance

Performance Measurement

Performance Reviews

Rating

A B b~ w b

w w A W W WwWpks~ pPpw

w

Not in place

2 3 4
Limited Mixed Strong
Application | Application Application

Embedded

Iltem 4: Appendix E
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Financial Resilience Update
Governance & Audit Committee
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COVID19 - Current Year Context and WG Support

* The COVID-19 pandemic has had significant financial implications for the Council - additional costs and loss of income.

* During 2020/21, the Welsh Government put in place a COVID-19 Hardship Fund to support Local Authorities in managing
additional costs and income loss directly resulting from the pandemic.

* The table below summarises the level of support the Council has required from the Fund to date.

Additional Income Loss Total
Expenditure
£000 £000 £000

2020/21 47,704 38,155 85,859
2021/22 (M1-9) 21,235 12,955 34,190

65 abed

TOTAL 68,939 51,110 120,049

* Including sums pending approval

* The fund has been extended until the end of the 2021/22 financial year, but will not be in place during 2022/23.

* This represents a significant financial risk to the Council and the 2022/23 Budget will need to be sufficiently robust to ensure that
the Council can continue to cope with COVID-10 related financial pressures.
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Month 9 2021/22 Position

* Month 9 Monitoring Report considered by Cabinet 24t
February 2022
* Projected Overspend £0.101M

— £2.701M Directorate overspend, Capital Financing £0.400M
overspend, offset by £3.000M contingency budget

— Improved position from Month 6 and expected to improve
further at year end

* Variance of £26.402M reported in capital programme

(mainly slippage)
N
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Revenue Budget 2022/23 (Council approval 34 March 2022)
ResourcesRequired | 000 |Notes

Base Budget Brought Forward 686,734
Employee Costs 6,034 Assumed 3% NJC award, VLW
Price Inflation 10,664 Commissioned Care including RLW impact, Energy, Out of County Education, ICT
Financial Pressures 4,413 Social Services staffing, support for organisational change, committee services & elections
COVID Recovery Budget 10,000 No Hardship Fund Supportin 2022/23
Policy Growth 5,500 Young People, Community Improvement, Cleaner Streets, One Planet and City recovery /
infrastructure
Commitments, Realighments & Capital Financing 10,471 £3.338m Capital Financing, Realignments & Commitments
g-? Demographic Pressures 8,318 Adult Services, Children’s Services, School Transport, Waste Streams
% Schools Growth 9,309 Employee costs & changes in pupil numbers
8 Savings (7,708) Efficiency, Corporate savings

(544,715) Per Provisional Settlement (note £11k increase at Final)
Council Tax (199,020) 2022/23 tax base and 1.9% rate increase

UCHELGAIS
PRIFDDINAS
CAPITAL

AMBITION CARDIFF
CAERDYDD




Capital Investment Programme 2022/23 —2026/27 (Council approval 3™
March 2022)

2022/23 Indicative Indicative Indicative Indicative

Capital Programme Expenditure 'gﬁ;‘:’:;g 2023/24  2024/25  2025/26  2026/27

£000 £000 £000 £000 £000
Annual Sums 24,275 26,500 23,515 22,915 19,715| 116,920
Ongoing Schemes | 45216|  32712|  20981| 20050 6,336 125,205
New Schemes / Additional Annual Sums | 125 175| 10| 250  225| 875

Invest to Save 63,601 158,922 90,270 10,500 12,240 335,533

ISBTotal General Fund 188,771 262,225 212,456 791,048

Public Housing ; 111,250 106,135 415,300

Total Capital Programme Expenditure 263,381 373,475 318,591 158,021 92,880 1,206,348
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Capital Programme Funding
Capital Funding 2022/23 - 2026/27

Indicative Indicative Indicative Indicative
2022i23 2023724 2024125 2025/26 2026727 Total
£000 £000 £000 £000 £000 £000 %
General Fund
WG Unhypothecated Supported Borrowing (8,901) (10,630) (10,630) (8,901) (8,901) (47,963) 6.1
WG General Capital Grant (6,135) (7,326) (7,326) (6,135} (6,135) (33,05T7) 4.2
Additional Borrowing to balance existing capital programme (34,953) (33,901) (17,690 (25,719) (10,805} (123,068) 1586
Addlltmnf'sl EI!iorr{}wu)g - Invest t{.} save/eamn schemes to be repaid from revenue (63,601) (158,922) (90,270) (10,500) (12,240) (335,533) 424
savings/incidental income or directorate budgets
Earmarked Capital Receipts (14,242) (2,000) (5,000) (2,000) 0 (23,242) 2.9
Mon Earmarked Capital Receipts assumption (5,000} (5,000) (3,640) 0 0 (13,640) 1.7
U Direct Revenue Financing (210} {210) (2107 (210) (210) (1,050) 0.1
g Earmarked Reserves (175) (320) (1007 (250) (225) (1,070) 0.1
o External funding estimates and contributions (55,554) (43,916) (77,590) (34,701) (664) (212,425) 269
(o))
W Total General Fund (188,771) (262,225) (212,456) (88,416) {39,180) (791,048) 100.0
Public Housing (HRA)
Major Repairs Allowance WG Grant (9,550) (9,550) (9,550) (9,550) (9,550) (47,750) 115
Additional Borrowing (44 415) (81,595) (81,685) (46,615) (39,650} (293,960) 7TO08
Direct Revenue Financing / Earmarked Reserves (5,500) (2,400) (2,400) (2,400) (2,400) (13,100) 36
External funding estimates and contributions (10,545) (12,705) (9,000) (6,040) (2,100) (40,390) 9.7
Capital Receipts (4,600) (5,000) (3,500) (5,000) 0 (18,100) 4.4
Total Public Housing (74,610) {111,250) (106,135) (69,605) (53,700) (415,300) 100.0
Total Capital Programme Resources Required 63,381 373,475 318,591 151-5,021 92,880 1,iﬂﬁ,348
UCHELGAIS
PRIFDDINAS
‘AMBITION e

CAERDYDD




Medium Term Financial Plan 2023/24 — 2026/27

Modelling of Budget Gap 2023/24 - 2026/27 2023/24 | 2024/25 | 2025/26 | 2026/27 | TOTAL
£000 £000 £000 £000 £000

140

Total Pressures 43,496 27,331 30,260 30,434 131,521

120 Funding Assumptions (19,565)  (13,531) (14,433) (14,794) (62,323)

100 Budget Requirement Reduction 23,931 13,800 15,827 15,640 69,198

e 0 Council Tax Assumptions - at 3% 4,931 5,079 5,232 5,388 20,630

Q‘? 60 Total Savings 19,000 8,721 10,595 10,252 48,568

‘8 20 Budget Requirement Strategy 23,931 13,800 15,827 15,640 69,198
o
NS

20

2023/24  2024/25  2025/26  2026/27 * (CTax assumptions are used for modelling purposes only
* Need to continue work on identifying savings and opportunities for
transformation beyond the one-year budget cycle

Growth e Funding Assumptions
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Future Work

 Accounts Closure 2021/22
 Update of MTFP to Council in the Summer

* Budget preparation / review part of a continuous process
— not an annual event

* Continued development of closer links between Financial
and Performance Management

 Continued focus on the robustness of our financial
monitoring and management arrangements
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Agenda Item 5.2

¥
CARDIFF COUNCIL S

CARDIFF
CYNGOR CAERDYDD SARDIEE,
GOVERNANCE & AUDIT COMMITTEE: 15 March 2022

STATEMENT OF ACCOUNTS 2021/22 — TIMESCALES, ACCOUNTING
POLICIES AND FUTURE REGULATORY CHANGES

REPORT OF CORPORATE DIRECTOR RESOURCES
AGENDA ITEM: 5.2

Reason for this Report

1. The Governance & Audit Committee terms of reference set out the responsibility for
reviewing the financial statements prepared by the authority.

2. This report has been prepared to provide Governance & Audit Committee Members
with:-

A. Proposed timescales for the 2021/22 statements

B. The draft accounting policies on which the Statement of Accounts for 2021/22
will be based, along with the key areas in the accounts where estimates and
assumptions are used in preparation of the accounts.

C. The key changes expected to be implemented for the 2021/22 accounts arising
from the 2021/22 CIPFA Code of Practice (the Code)

D. Additional items with implications for the Statement of Accounts

Background

3. Councils are required to prepare the Accounts using a Code of Practice developed
by the Chartered Institute of Public Finance and Accountancy (CIPFA). The Code
is based on International Financial Reporting Standards (IFRSs) and sets out the
minimum requirements for financial statements.

4. The Council’s Statement of Accounts is a technical document, which relies on
information received from many Directorates; relies on technical expertise and
capacity in order to meet tight timescales for preparation and makes previously
recommended improvements. Attached for information, in Appendix 1, is a
document introducing the contents and thorough governance process involved in
preparing the Council’s financial statements. A guide produced by CIPFA on
Understanding Local Authority Financial Statements, which may be useful
information to members of the Committee to support their role is attached at
Appendix 2.
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5. Preparation and audit of the accounts needs to consider the significant assumptions
required and materiality of their impact to users of the accounts.

6. The Council continues to work closely with Audit Wales (AW) on a process of
continual improvement, including considering materiality of transactions, simplifying
wording, removing or adding narrative where this better explains the Councils
performance or figures included in the accounts.

A - Proposed timescales for the 2021/22 statements

7. The 2021/22 statutory deadlines are shown in the table below. In the last two years,
Welsh Government has recognised that as the pandemic continues there is an
ongoing impact on local authority and external audit staff resources. In recognition
of this an extension to the deadlines was introduced and it is assumed that these
will continue for 2021/22.

Item Statutory Deadline Extended Deadlines
Draft Statement of Accounts 31 May 2022 31 August 2022
Audited Statement of Accounts | 31 July 2022 30 November 2022

The proposed timescales in relation to the 2021/22 accounts are shown in the table below:

Date (Last Working Day) Item

15 — 30 June 2022 Draft Statement of Accounts signed off by Corporate
Director Resources and submitted for external audit.

11 July 2022 (TBC) Draft Statement of Accounts available for Governance &

Audit Committee review and public inspection for 20
working days

19 July 2022 (TBC) Draft Statement of Accounts presented to Governance
& Audit Committee meeting
31 August 2022 Receipt of all external audit queries — although

completion of the external audit is subject to further
information coming to light prior to approval by Council

September / October 2022 Audited accounts presented to Governance & Audit
(subject to audit progress) Committee
20 October 2022 (TBC) Final audited accounts and accompanying disclosures
presented to Full Council for approval
28 October 2022 (TBC) Publication of Statement of Accounts
8. As well as the current process where Governance & Audit Committee can raise

gueries with officers on receipt of the accounts at Governance & Audit Committee,

it is proposed:

e to continue the process whereby Committee would have the opportunity to
scrutinise the accounts over a longer period, in line with the period of public
inspection.
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e that officers would consider any comments and questions in relation to the
committee’s terms of reference in relation to the accounts and provide a
response to Governance & Audit Committee as to the outcome of the issues
raised.

e In line with best practice the Finance function is continuing to review its
approach and resilience to achieving timescales set out above and this will
continue to be closely monitored.

B - Draft Accounting Policies 2021/22 and significant assumptions used in the

Accounts

9.

10.

11.

The Council’s draft 2021/22 accounting policies are included, at Appendix 3. CIPFA
continues to encourage Councils to streamline wording and the content of
accounting policies, some of which may have been in place for a number of years.
We continue to do so in the draft however there are no changes made that would
impact on the reporting of financial performance historically or in the future. Other
than minor changes, the accounting policies remain the same as previous years.

The Council is also required to highlight areas of the accounts where assumptions
and estimates have to be made e.g. in the valuation of fixed assets. The proposed
significant assumptions used in 2021/22 for disclosure in the accounts are included
in Appendix 4 and the 2021/22 Cardiff & Vale of Glamorgan Pension Fund
accounting policies and assumptions are included in Appendix 5. Changes in some
assumptions could have a significant impact on the values included in the accounts
but are often purely an accounting exercise and have no impact on the level of
council tax and rent payable, as they are required to be reversed.

Amendments to the draft accounting policies and assumptions have been
considered and shared with Audit Wales. However, it should be noted that there
may be further changes following the audit and as there is further guidance issued
by CIPFA.

C — Key changes in the 2021/22 Code

12.

13.

The main changes in the 2021/22 code issued by CIPFA relate to the treatment of:
¢ Interest Rate Benchmark Reform

The London Interbank Offered Rate (“LIBOR”) was phased out on 31st December
2021 and replaced by various alternative risk-free rates (“RFRs”) across the
financial markets, e.g. Sterling Overnight Index Average (SONIA). The impact for
local authorities could be in any agreements and documents where LIBOR may be
referenced such as loan agreements, deposit facilities, discount rates used in
valuations, PFI type agreements and investment benchmarking. This change is not
deemed to impact on Cardiff Council or Cardiff & Vale of Glamorgan Pension Fund
accounts.
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D - Additional items with implications for the Statement of Accounts

14.

15.

16.

17.

18.

19.

20.

CIPFA Financial Management Code

The preparation and publication of financial information is one of the primary ways
in which the authority demonstrates accountability to service users, taxpayers, to
citizens and to other organisations across the public sector. External reporting is
one of the key elements of CIPFA’s Financial Management Code (FM Code)
introduced in 2020, requiring local authorities to undertake a self-assessment
against suggested standards.

CIPFA’s Statement on The Role of the Chief Financial Officer (CFO) in Local
Government states that it is the responsibility of the authority’s CFO to publish
annual financial statements on a timely basis, in order to communicate the
authority’s activities and achievements, its financial position, financial performance
and cash flows.

In order to demonstrate compliance with the requirement of the FM Code that the
authority’s CFO has both personal and statutory responsibilities for ensuring that its
financial statements comply with the local authority accounting Code. The authority
should, however, also ensure that the CFO is provided with sufficient resources to
fulfil their personal and statutory responsibilities under this element of the FM Code.

CIPFA Consultation — Emergency Changes to the 2021/22 and 2022/23 Code

At the end of January 2022, CIPFA commenced a very short consultation period in
respect to exceptional changes in the 2021/22 Local Authority Code of Accounting
Practice. This was in response to feedback that three months after the 30
September 2021 statutory deadline more local bodies had failed to meet the
statutory deadline than had met it for the completed audit and publication of the
accounts.

After considering a wide range of options CIPFA LASAAC decided to explore two

approaches:

e an adaptation to the Code to allow local authorities to pause professional
valuations for operational property, plant and equipment for a period of up to
two years (though the initial proposal is for the 2021/22 financial year); this
approach also explores the use of an index to be used to increase or reduce
that valuation

e deferring the implementation of IFRS 16 Leases for a further year and reversing
the planned changes to the 2022/23 code to implement that standard.

It is also clearly indicated in the consultation that the proposed changes would be
‘reversed’ in two to three years’ time meaning they are aimed at buying time to
address the current UK wide poor performance. Whilst the Council supports the
proposals, this should not be at the expense of undermining confidence in local
authority accounting. Where flexibilities were provided, to support the meeting of
deadlines and new requirements, a supportive approach is requested to ensure a
return to the current Code requirements.

In respect to new standards on leasing to be implemented from 01 April 2022

(2022/23), the exceptional circumstances of the response to the pandemic and the
impact on finance teams has warranted recent delays. Whilst the benefits of IFRS16
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are clear, there are also practical and costs benefit issues in compliance, which may
be part of the rationale for reasons for delay.

21. Itis also important that the local government and audit community make tangible
steps towards the simplification of local authority accounts and audit process to
support the understanding and timeliness of the accounts process.

22. The Council awaits the outcome of the consultation, the subject area of which
continue to highlight the challenges being faced by practitioners and auditors in
respect to local authority accounts.

Accounts and Audit Regulations

23. The approach to the 2022/23 statutory deadlines for the Statement of Accounts
remains unclear. The Council has remained well within the extended deadlines, but
it has paused its approach to meeting the statutory closing deadlines until further
clarification is received. In the event that the existing statutory deadlines remain in
place, the Council and any other bodies charged with governance will need to
consider carefully the timing of meetings and potentially the responsibility for
approving them in the short term and longer term. This includes the timing of Council
meetings to approve the accounts and also Governance & Audit Committee for
scrutiny of the accounts.

Reason for Recommendations

24. To inform Governance & Audit Committee of the key changes impacting on the
Council’s Statement of Accounts for 2021/22 and changes expected in the medium
term.

Legal Implications

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

Financial Implications

26. The changes outlined in this report particularly beyond 2021/22 will continue to
require additional workload on the part of the local authority finance function and
directorates. Consideration of the cost and benefit of changes will need to be
undertaken as part of a continuous process of improvement and implementation
particularly in respect of materiality of requirements.

Recommendations
Governance & Audit Committee are requested to note:-
e the timescales proposed for the 2021/22 accounts

o the draft accounting policies and assumptions to be used in preparing the statement
of accounts for 2021/22
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« the key changes in the Code of Practice for 2021/22 and changes in the medium
term

CHRISTOPHER LEE
CORPORATE DIRECTOR RESOURCES
15 MARCH 2022

The following Appendices are attached:

Appendix 1 — Introduction to Financial Statements

Appendix 2 — CIPFA Guide — Understanding Local Authority Financial Statements

Appendix 3 — Draft Accounting Policies 2021/22 - Cardiff Council

Appendix 4 — Draft significant assumptions and estimates used in preparing the Accounts

Appendix 5 — Draft Accounting Policies and Assumptions — Cardiff & Vale of Glamorgan
Pension Fund
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5.2 - Appendix 1

Introduction to the Financial
Statements
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What is the Statement Of ACCOUNTS? ....coouiiiiiiiiiee et st be e sbee e 2
The core fiNanCial StatEMENTS.......ii ittt s re e s sabe e sbeeenanes 3
DiSCIOSUINE INOTES ....teetieitte ettt ettt ettt b e bt sa et st e e bt e b e e bt e sheesaeesateeab e et e ebeesbeeabeesneesateentean 4
SUPPIEMENTANY SEATEMENTS....eitiiitieeiie ettt sb e sttt et e b e sbe e sat e s it e ebeesbeesaeesaeenas 5
GOoVErnance and ASSUIANCE PrOCESS .......cecvieuierieenieeriteniteete et et e st e sieesre e bt bt e b e sbeesatesaeeereenbeesbeesane e 5
External audit of the financial StateMENTS........cocuiiiiiiii e 6
TIMETADIE ...ttt et ettt st b e r e e re s 7
POTENTIAL QUESTIONS ...ttt e et e e e et e e e e bt e e e e ebaeeeeeaeeeasebeseeeesteeeeassaeeeasreeenanses 8

N

,.LS% Page 73

CARDIFF Page 10f9

CAERDYDD



5.2 - Appendix 1

What is the Statement of Accounts?

Pension Fund

—

e e e

P

Statement of Accounts
2020/21
Statement of Accounts 2020/21

The County Council of the City and County of Cardiff

The Statement of Accounts should answer the following questions:

e What did the authority’s services cost in the year of account?
e  Where did the money come from?
e What were the authority’s assets and liabilities at the year end?

Why are the Statements important?

e Preparation and publication of the Statement of Accounts is a statutory requirement

e They must provide a true and fair view of the Council’s financial position

e Provides accountability to electors, tax and rent payers, those charged with governance,
funders, employees etc.

e Allows comparison and benchmarking with other organisations

e Allows comparison across financial years

e Allows for consolidation for Whole of Government Accounts

e Public display of accounts allows interested parties to review and raise questions to Council
and its auditor

N
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The core financial statements

2. Movement in Reserves Statement

Shows the changes to the Council’s reserves over the year:
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Disclosure Notes

5.2 - Appendix 1

The Statement of Accounts also contains:

A Narrative Report

A user friendly description of performance, identifying key events
and the impact on the financial statements

Accounting Policies

Sets out the accounting rules the authority has followed when
compiling the financial statements

Critical Judgements

Shows the key areas where officers have made judgements about
the application of the accounting policies

Statement of Responsibilities

Responsibilities of those charged with governance and S151 officer
in preparing the statements

Notes to the Accounts

Provide further details on the accounts e.g. related parties,
liabilities, Joint Committees, provisions and earmarked reserves

Property, Plant and
Equipment

Accounting valuation of assets, such as dwellings, property, art.
Capital expenditure and how it is paid for. Sale of assets

Employee Remuneration

A note providing details of the pay of the most senior officers, all
officers’ remuneration disclosed in bands and the cost of
redundancies

Financial Instruments

A note identifying the monetary contracts between entities e.g.
investments, borrowings

Related Party Disclosures

Identifies any transactions with the Council’s related parties (bodies
or individuals that have the potential to control or influence the
Council or to be controlled or influenced by the Council)
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Supplementary statements

The Statement of Accounts also contains additional statements to meet specific reporting
requirements:

Housing Revenue Account Where income from rents and related expenditure is required to be

(HRA) ring fenced by statute

Trust Funds Where the Council is a trustee or administers a charity

Cardiff Harbour Authority To meet requirements of the Harbours Act 1964

Group Accounts Shows the combined statements where the council has material
interests in subsidiaries, associates and joint ventures e.g. Cardiff Bus

Governance and Assurance Process

Prepared in accordance Reviewed by Governance & Audit
Prepared in accordance with CIPFA Code of Practice Committee / Signed by S151 /
Accounting Standards Approved by Council

Prepared in line with CIPFA

Public dlsr.)lay of acco.unts disclosure checklist and toolkits
and questions of auditor

Governance
Arra ngements Prepared in accordance with
. . Accounts and Audit Regulations
Subject to an external audit
(Wales)
Produced by a team with Published in Welsh and Completed in line with
strong, technical English statutory deadlines
accounting expertise
N
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External audit of the financial statements

Audit Wales Role re Financial Statements

Archwilio Cyrmru
Audit Wales

To determine if the accounts are prepared in accordance with the
relevant legislation and accounting standards

2021 Awudit Plan — Cardiff Council

Concept of Materiality

*  Not seek to obtain absolute assurance on the truth and
fairness of the financial statements and related notes, but
adopt a concept of materiality

* The objective is to identify material misstatements, that is,
those that might result in a reader of the accounts being
misled

*  Materiality level is reported to Governance & Audit Committee prior to completion of the
audit

Audit of Financial Statements Report

Details the results of financial audit — Received by Governance & Audit Committee and Council
*  Provides our proposed opinion on the truth and fairness of the Financial Statements

* Summarises the extent of any corrected / uncorrected errors identified from our audit work

Council approves the final audited Statement of Accounts

\
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Timetable

2021/22 Accounts Timescales

Existing statutory timescales currently under review
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Potential questions

to support review of public reporting and accountability

* Is the narrative report:
* consistent with financial challenges and risks facing the authority?
* readable and understandable by a lay person?
* Is there a better way information could be communicated or presented?
* Have significant changes been adequately explained?
* Are there references to additional notes where additional information is available?

* Are the statements consistent with what is known about financial performance over the
year?

* Are accounting policies and treatments applied suitable and for material transactions?

*  Are movements in borrowing and investments in line with the Treasury Management
Strategy?

* Are there clear reasons for the creation of provisions and earmarked reserves?
* Are the accounts clear, concise, and easy to follow?

* Do the accounts or supporting information present any concerns about the Council’s
financial liabilities, resilience, or sustainability?

* Do officers have the resources, skills, and systems to comply with standards and challenges?
* Does the audit report identify any material weaknesses or risks?
e |sthere a cost/benefit assessment to be made?

« different judgements

* areas where estimation techniques are required

*  minimum levels / thresholds to which policies should be applied

* level of disclosure

* Do these transactions or adjustments have any implications for in year performance and
council tax or rent payable? Or are they just technical accountancy adjustments?

*  What is an acceptable level of materiality given the size and complexity of the Council?

* Should all audit issues identified require amendment or can a level of materiality be applied?

N
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Where to find further information

e CIPFA Guide to Understanding Local Authority Financial Statements
e Role of Auditor General / Audit Wales — Member introduction slides
e Published Statement of Accounts 2020/21:-

o Cardiff Council

o Cardiff and Vale of Glamorgan Pension Fund
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https://www.cardiff.gov.uk/ENG/Your-Council/Council-finance/Managing-the-Councils-Finances/Documents/2020-21/2%20Statement%20of%20Accounts%202020-21.pdf
https://www.cardiff.gov.uk/ENG/Your-Council/Council-finance/Managing-the-Councils-Finances/Documents/2020-21/3%20Cardiff%20%26%20Vale%20of%20Glamorgan%20Pension%20Fund%20SOA%202020-21.pdf
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\ introduction

Local authority financial statements have a key part to play in accountability to taxpayers and other
stakeholders as to how public money is used. However, the complexity of the financial statements
has not always helped this accountability, particularly allowing the amounts in the statements to be
easily reconciled to management accounting and in-year monitoring of budgets.

The introduction of the Expenditure and Funding Analysis to the 2016/17 Code is intended to allow a clear link to be
made between in-year monitoring and General Fund information and final outturn as set out in the audited financial
statements, thus closing the accountability loop from budgets through to outturn.

A key to achieving the aims of the changes will be to use the information not just in the narrative section of the financial
statements to explain performance during the year, but more widely to all stakeholders, including elected members as
citizens’ representatives, in a range of formats and media to provide a definitive position on financial performance. Local
authorities are also urged to look to their balance sheets as a part of this explanation and the key messages that can be
drawn out.

At the same time it is important that opportunities are taken to cut the clutter and remove immaterial disclosures or
through the use of technical appendices to separate out the more complex disclosures. Working in partnership CIPFA/
LASAAC will itself continue to review opportunities for improvement and explore links with other published information to
ensure that the definitive position remains clear.

This briefing note is intended to help chief financial officers and other senior staff to present the financial statements

to members and other stakeholders by explaining how the formats can be used to convey key information. It is also
designed to give elected members and stakeholders an introduction to the format of the accounts and provide them with
key questions on the financial statements.

An important element of financial reporting which will assist local authorities to tell the story of their financial
performance is the narrative report (management commentary in Scotland). This report accompanies the financial
statements and should provide a commentary on how the authority has used its resources to achieve desired outcomes
in line with its objectives and strategies. It should provide an explanation of the main messages of financial performance,
financial position and cash flows in the financial statements.

This publication includes extract financial statements to demonstrate key issues. It is important to note that the Code
sets out the minimum requirements for the financial statements of the authority, but authorities are free to include more
detail if they think it will help them to explain the accounts to members and other stakeholders.

This publication also highlights the opportunities to simplify presentation and make the messages clearer in a number
of areas:

B comparisons with budgets (General Fund and Housing Revenue Account performance)
B reserves position, and

B cash flows.
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comparisons
with budgets

For members, probably the most important issue will be whether the authority has a surplus or deficit
on General Fund or Housing Revenue Account (HRA) balances against its budget for the year.

The financial statements will enable individual authorities to demonstrate performance both in
the way in which they organise themselves and, more importantly, in how they budget against the
General Fund to provide services.

The introduction of the new expenditure and funding analysis

The financial statements primarily follow accounting standards rather than local government legislation. Although some
information is provided on General Fund and HRA balances this hasn’t always been easy to identify in the past. However,
the new Expenditure and Funding Analysis provides users of the financial statements with more information to make that
analysis (for example, by comparison with their budget reports).

The Expenditure and Funding Analysis brings together local authority performance reported on the basis of expenditure
measured under proper accounting practices with statutorily defined charges to the General Fund (including the HRA).

Proper accounting practices measure the resources that have been generated and consumed in the year including such
things as the use of property (depreciation) and the value of pensions benefits earned by the employees. Statutory
provisions determine how much of the authority’s expenditure needs to be met from council tax each year.

The Expenditure and Funding Analysis:

B shows for each of the authority’s services or directorates a comparison of the net resources applied and the net charge
against council tax, and

B provides an opportunity to explain significant differences between the two within the authority’s framework
for accountability.

The Expenditure and Funding Analysis promotes accountability and stewardship by providing a more direct link with the
annual decision making process of the authority and its budget ie the General Fund. The changes are more transparent
and follow the performance framework of the authority.

The Expenditure and Funding Analysis takes the net expenditure that is chargeable to taxation and rents and reconciles
it to the Comprehensive Income and Expenditure Statement. To demonstrate accountability and to meet segmental
reporting requirements it is necessary to reconcile to the statutory position on the General Fund balance. The service
analysis for both the Expenditure and Funding Analysis and the Comprehensive Income and Expenditure Statement are
now both provided in the way in which an authority organises itself and manages financial performance.

The Expenditure and Funding Analysis needs to be positioned in the financial statements where it is most accessible and
relevant to its users. This means it could be placed before the main statements, to accompany the Comprehensive Income
and Expenditure Statement, or even included as the first note. An authority will be able to decide for itself.
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Expenditure and Funding Analysis (extract)
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The Expenditure and Funding Analysis analysis shows how annual expenditure is used and funded from resources
(government grants, rents, council tax and business rates) by local authorities in comparison with those resources
consumed or earned by authorities in accordance with generally accepted accounting practices. It also shows how
this expenditure is allocated for decision making purposes between the council’s directorates/services/departments.
Income and expenditure accounted for under generally accepted accounting practices is presented more fully in the

Comprehensive Income and Expenditure Statement.

Net Expenditure Adjustments Net Expenditure in

Chargeable to the between the the Comprehensive

General Fund and Funding and Income and

HRA Balances Accounting Basis Expenditure Statement

20X0/20X1 £000 £000 £000

People Directorate 47,385 898 48,283

Neighbourhoods 5,929 13,608 19,537

Business Change 30 224 254

Corporate and Central Services 19,358 833 20,191

Net Cost of Services 72,702 15,563 88,265

Other Income and Expenditure (72,658) (1,019) (73,677)

Surplus or Deficit 44 14,544 14,588
Opening General Fund and HRA Balance at 31 March 20X0 (25,247)
Less Deficit on General Fund and HRA Balance in Year A
Closing General Fund and HRA Balance at 31 March 20x1* (25,203)

*for a split of this balance between the General Fund and the HRA — see the Movement in Reserves Statement
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comprehensive income and
expenditure statement

The Comprehensive Income and Expenditure Statement shows how resources have been generated
and expended in accordance with International Financial Reporting Standards. It shows whether the
authority’s operations resulted in a surplus or deficit. The key lines that summarise performance are
highlighted below.

Comprehensive Income and Expenditure Statement (extract)

The Comprehensive Income and Expenditure Statement shows the accounting cost in the year of providing services in
accordance with generally accepted accounting practices, rather than the amount to be funded from taxation [or rents].
Authorities raise taxation [and rents] to cover expenditure in accordance with statutory requirements; this may be
different from the accounting cost. The taxation position is shown in both the Expenditure and Funding Analysis and the
Movement in Reserves Statement.

. Gross Gross Net
Comprehensive Income and Expenditure Income Expenditure
Expenditure Statement 20X0/X1 £000 £000 £000
A Expenditure of
People Directorate 74,297 (26,014) 48,283 —

continuing operations,
Neighbourhoods 58,225 (38,688) 19,537 analysed by service
segment, these lines
are reconciled to
Corporate and Central Services 24,021 (3,830) 20,191 the General Fund in
the Expenditure and
Funding Analysis

Business Change 11,624 (11,370) 254

Cost of Services 168,167 (79,902) 88,265 ——

Other Operating Expenditure (Note 9) 2,218 - 2,218

R Operational costs of
Financing and Investment Income o )
and Expenditure (Note 10) 11,340 (2,359) 8,981 providing the services

of the authority.

Taxation and Non-specific Grant Income

and Expenditure (Note 11) - (84,876) (84,876) ——
(Surplus) or Deficit on Provision of Services 14,588 Total income and
expenditure of the
(Surplus) or Deficit on Revaluation of authoritg for the
Property, Plant and Equipment Assets (36,597) o .
year, this line is also
(Surplus) or Deficit on Revaluation of reconciled to the
Available-for-Sale Financial Assets (101) General Fund in the
Remeasurement of the Net Defined Expenditure and
Benefit Liability (Asset) (8,444) Funding Analysis
Other Comprehensive Income and Expenditure (45,142)
Total Comprehensive Income and Expenditure (30,554)
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From 2016/17 local authorities are required to report their service segments based on the way in which they operate and
manage services. There is no longer a requirement for that service analysis to be based on the definition of total cost or
the service expenditure analysis in the Service Reporting Code of Practice in the financial statements. This new format
means that the service section of the Comprehensive Income and Expenditure Statement supports accountability and
transparency as it reflects the way in which services operate and performance is managed.

Where an authority uses alternative service reporting formats it will need to select the presentation most commonly used
by the individual or group within the authority who has the most significant role in allocating resources and assessing
performance of services when considering the allocation of resources.

This format of the Comprehensive Income and Expenditure Statement is also more meaningful for both local authority
members and users of the financial statements as it follows their budget and performance monitoring and other key
documents such as their council tax leaflets.

Treatment of overheads will depend on an authority’s arrangements for accountability. If an authority operates and
manages some or all of its corporate and support services separately then these service segments would be shown
separately on the face of the Comprehensive Income and Expenditure Statement and not apportioned.

The test is whether the expenditure relating to these activities is reported to key decision makers as separate activities or
spread across services as overheads for the financial statements. Therefore, there is no longer an absolute requirement to
apportion support service overheads to services. However, local authorities will not need to change any of their financial
reporting requirements for internal management processes. Whatever you are doing internally determines the structure
for external reporting statements.

The Comprehensive Income and Expenditure Statement is then split into two parts.

The first part reflects the full economic cost of providing the services of the authority with the results summarised at the
Surplus or Deficit on the Provision of Services line, highlighted above. It represents the operating costs of providing the
services of the authority in the year. In the private sector this would be equivalent to the profit or loss of a company.

The second part, other comprehensive income and expenditure, shows the gains or losses in the measurement of the
assets and liabilities of the authority. These gains or losses arise as a result of changes in market valuations, interest rates
or changes in measurement assumptions in relation to pensions assets and liabilities.
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movement in
reserves statement

The Comprehensive Income and Expenditure Statement shows the income and expenditure on the
authority’s services in the year in accordance with International Financial Reporting Standards as
adopted by the Code. However, the amount chargeable to council tax and an authority’s General
Fund is limited by statutory requirements and requires a number of adjustments. The statutory
adjustments largely relate to arrangements for funding local authority capital expenditure or the
timing with which some items are charged to council tax. The reserves of the authority represent its
net worth; the usable reserves show the resources currently available to spend on services.

The movements in the financial position of the authority are summarised in the Movement in Reserves Statement.

The Movement in Reserves Statement shows how:
B the authority has generated and expended resources in the year; and

B the resourcing position is adjusted under statutory rules to show the funds available to be spent at year end.

The Movement in Reserves Statement prescriptions have been reduced to the absolute minimum in the Code. Authorities
can provide additional rows to these minimum requirements if they consider that they need to do so to provide a true and
fair presentation of their reserves.

Movement in Reserves Statement (extract)

The Movement in Reserves Statement shows the movement from the start of the year to the end on the different reserves
held by the authority, analysed into ‘usable reserves’ (ie those that can currently be used to fund expenditure or reduce
local taxation) and other ‘unusable’ reserves. It shows how the movements in year of the authority’s reserves are broken
down between gains and losses incurred in accordance with generally accepted accounting practices and the statutory
adjustments required to return to the amounts chargeable to council tax [or rents] for the year. The Net Increase/Decrease
line shows the statutory General Fund balance and Housing Revenue Account balance movements in the year following
those adjustments.

Capital
General Housing Capital Major Grants Total Total
Fund Revenue Receipts Repairs  Unapplied Usable Unusable Authority
Balance Account Reserve* Reserve** Account Reserves Reserves Reserves
£000 £000 £000 £000 £000 £000 £000 £000
Balance at 31 March 20X0 22,118 3,129 10,065 1,600 450 37,362 1,350,567 1,387,929
Movement in reserves during 20X0/X1
Total Comprehensive Income and Expenditure (14,983) 395 - - - (14,588) 45,142 30,554
Adjustments from income & expenditure
charged under the accounting basis to
the funding basis 14,835 (291) (750) - - 13,794 (13,794) =
Increase or (decrease) in 20X0/X1 (148) 104 (750) - - (794) 31,348 30,554
Balance at 31 March 20X1 carried forward 21,970 3,233 9,315 1,600 450 36,568 1,381,915 1,418,483

* Capital Fund Scotland
** Applicable in England Only
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An overall increase in usable reserves can arise despite a loss being shown in the Comprehensive Income and Expenditure
Statement where statutory provisions allow a different charge to revenue from the authority expenditure incurred (eg
replacement of depreciation by minimum revenue provision (MRP)). The adjustment to usable reserves is balanced by a
movement in unusable reserves.

Unusable reserves such as the Capital Adjustment Account and the Pensions Reserve with debit balances will need to
be funded in the future, even if it is over a long period, so increases in these balances show an increasing burden on
future taxpayers.
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balance
sheet

The balance sheet in local authorities is very similar to other public sector or private sector balance
sheets. The balance sheet presents an authority’s financial position, ie its net resources at the
financial year end. The balance sheet is composed of two main balancing parts: its net assets and its
total reserves. The net assets part shows the assets the authority would have control of after settling
all its liabilities. The balance of these assets and liabilities is then shown as being attributable to the
various reserves of the authority.

For local authorities balance sheet presentation is split between the usable reserves and unusable reserves. Usable
reserves are those which the authority can utilise to support future service provision. Unusable reserves cannot be used to
support services and include gains and losses where amounts can only become available to support services if the assets
are sold. These gains and losses are referred to as unrealised.
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Balance sheet (extract)

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised by the authority.
The net assets of the authority (assets less liabilities) are matched by the reserves held by the authority. Reserves are
reported in two categories. The first category of reserves are usable reserves, ie those reserves that the authority may use
to provide services, subject to the need to maintain a prudent level of reserves and any statutory limitations on their use
(for example the Capital Receipts Reserve that may only be used to fund capital expenditure or repay debt). The second
category of reserves represents those that the authority is not able to use to provide services. This category of reserves
includes reserves that hold unrealised gains and losses (for example the Revaluation Reserve), where amounts would
only become available to provide services if the assets are sold; and reserves that hold timing differences shown in the
Movement in Reserves Statement line ‘Adjustments between accounting basis and funding basis under regulations’.

31 March 20X1

Balance Sheet Notes £000 The authority’s property portfolio

Property, plant and equipment 12 628,924

Highways Network Asset 13 1,028,700 The nghwags NetWOTk Asse.t (not .
applicable to district councils). This

Heritage assets 14 3,379

will be the largest asset balance
Investment property 15 4,020 in a local highways authority

_ balance sheet
Intangible assets 16 709

Long-term investments 1 948 Long term assets ie those expected

Long-term debtors 17 3,798 to provide benefits to the authority
beyond 12 months

Long-term assets 1,670,478

short-term investments 17 24,060 Current assets ie those anticipated

Assets held for sale 22 1,409 to be consumed in 12 months —
the normal operating cycle for

Inventories 18 1,769 .
the authority

Short-term debtors 20 15,351

Current assets 42,589 Reconciles to the cash and

Bank overdraft 13767) cash equivalents balance in the
cash flow statement

Short-term borrowing 17 (9,500)

Short-term creditors 23 (21,960) Current liabilities ie those liabilities

. anticipated to be settled within

Current liabilities (45,227)
12 months

Provisions 24 (4,297)

Long-term borrowing 17 (89,733) Long-term liabilities ie those liabilities

Other long-term liabilities 17 (155,327) Lt Gt i fepriedl 19 e G2l
beyond 12 months

Long-term liabilities (249,357)

Net assets 1,418,483 —— Total assets less total liabilities
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\ reserves

Reserves —including the General Fund and (where relevant) the Housing Revenue Account — are an
indication of the resources available to an authority to deliver services at the balance sheet date. The
key messages that members will be looking for in terms of reserves — especially the General Fund and
the HRA — are how the balances have changed over the year, whether the balances are still adequate,
and what the balances mean in terms of future budgets and services.

Information on the level of reserves can be found in the balance sheet and related notes, and in the Movement in Reserves
Statement (and related notes). This latter statement will be more useful in explaining the changes that have taken place
during the year.

The minimum requirement in presenting
resources is to include only two lines — usable
reserves (such as General Fund) and unusable
reserves (such as the Revaluation Reserve and
Unusable Reserves 25 1,381,915 the Capital Adjustment Account).

31 March 20X1
£°000

Usable reserves 36,568

1,418,483 If there are some reserves you do want to show
on the balance sheet, that’s fine, as long as

these totals are shown.

L While the balance sheet aims to show those reserves over
which members have control, don’t forget that some of
the unusable reserves will become a charge against the
revenue account — or usable reserves — over time. And in
some cases, such as the Unequal Pay Back Pay Account,
this might be within a year or two.

As indicated above, not all reserves can be used to deliver services, and the Code reflects this by reporting reserves in
two groups — ‘usable’ and ‘unusable’ reserves. Usable reserves such as the General Fund are those where members will be
involved in deciding on the levels maintained, and their use. Unusable reserves such as the Revaluation Reserve and the
Capital Adjustment Account are not subject to such member influence.
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The final statement required by the Code is the cash flow statement.! The cash flow statement shows
changes in cash flows of the authority during the financial year. It shows net cash flows split into
three activities: operating, investing and financing. The cash flow statement shows the resulting
movement in the authority’s cash and cash equivalents. Cash and cash equivalents include short term
investments that are readily convertible and which are subject to only insignificant risk of changes

in value.

Cash Flow Statement (extract)

The Cash Flow Statement shows the changes in cash and cash equivalents of the authority during the reporting period.
The statement shows how the authority generates and uses cash and cash equivalents by classifying cash flows as
operating, investing and financing activities. The amount of net cash flows arising from operating activities is a key
indicator of the extent to which the operations of the authority are funded by way of taxation and grant income or from
the recipients of services provided by the authority. Investing activities represent the extent to which cash outflows have
been made for resources which are intended to contribute to the authority’s future service delivery. Cash flows arising
from financing activities are useful in predicting claims on future cash flows by providers of capital (ie borrowing) to

the authority.

20X0/X1
£000

Surplus or deficit taken from

Net (surplus) or deficit on the provision of services 14,588 the Comprehensive Income and

. - . Expenditure Statement
Adjustments to net surplus or deficit on the provision
of services for non-cash movements (36,267)

Adjustments for items included in the net surplus or
deficit on the provision of services that are investing

and financing activities 11,523
Three groups of transactions:
Net cash flows from Operating Activities (Note 26) (10,156)
B Operating
Investing Activities (Note 27) (24,585)
W Investing
Financing Activities (Note 28) 35,140 . .
W Financing
Net increase or decrease in cash and cash equivalents 399

Cash and cash equivalents at the beginning
of the reporting period (14,166)

Cash and cash equivalents at the end of the Cash and cash equivalents figure
reporting period (Note 19) in the balance sheet

1 Note the format of the cash flow statement shown is produced under the indirect method.
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a checklist of questions to

ask about a local authority’s
financial statements

To assist with the understanding of local authority financial statements a checklist about the core
financial statements and the Expenditure and Funding Analysis has been included below.

Expenditure and Funding Analysis

1 Have any significant differences between budget reports and net expenditure chargeable to General Fund and
Housing Revenue Account balances been explained?
2 Are the major statutory adjustments clearly explained and easily understood?

Comprehensive Income and Expenditure Statement

3 Is the purpose of the Comprehensive Income and Expenditure Statement clear (ie does it show actual financial
performance under accounting standards before fiscal adjustments)?

4 | Do the service net expenditure figures clearly demonstrate the financial performance of the services on the face
of the Comprehensive Income and Expenditure Statement during the year?

5 Are the material items of income and expenditure in the Comprehensive Income and Expenditure Statement
presented separately on the face of the Statement or explained in the notes?

6 | Do the notes to the Comprehensive Income and Expenditure Statement provide easily understandable
information relating to the Statement (or lines within the Statement)?

7 | Are there any unexplained significant variances between current and previous year information?

Movement in Reserves Statement

8 Can the major movements in net worth that occur within the Movement in Reserves Statement be easily
identified? Are these explained within the financial statements or Narrative Report?

9 | Do the opening balances in the Movement in Reserves Statement match with the closing balances of the
preceding year? Are any adjustments to opening balances explained on the face of the Statement and/or in
the notes?

10 | Isthere a clear explanation of the statutory adjustments in the adjustments from income and expenditure
charged under the accounting basis to the funding basis line in the Movement in Reserves Statement? (Note this
may be linked with the Expenditure and Funding Analysis.)

11 | Do the entries on the statutory adjustment line net to nil?

12 | Do the related notes on reserves clearly explain the line or columnar items not explained in the Statement?
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13 | Does the Total Comprehensive Income and Expenditure line in the Movement in Reserves Statement agree with
the information in the Comprehensive Income and Expenditure Statement?

14 | How have the balances of usable reserves moved during the year? Are these balances sufficient to support an
authority’s financial plans in the immediate future and over the medium term?

Balance Sheet

15 | Does the property, plant and equipment information tell the story of the authority’s property portfolio during the
year (including the major movements in that portfolio ie major disposals and acquisitions)? Do these balances
reflect the authority’s asset management strategy?

(Note the same question can be asked for local authorities with substantial portfolios of investment properties.)

16 | For highways authorities — do the movements in the Highways Network Asset represent the transport
management/investment decisions of the authority?

17 | Has there been any substantial movement in the pension asset or liability? If yes, has the reason for such a
movement been explained and the subsequent consequences described in the financial statements or the
Narrative Report?

18 | Have there been any new provisions or significant movements in provisions in the year? If yes, have the
reasons for making these provisions been set out in the financial statements or any material movements
been explained?

19 | Have there been any significant movements in the authority’s borrowings during the year? Are these movements
reflected in your council’s borrowing strategy and what impact will this have on the prudential indicators or
future investment plans?

20 | Are there any significant movements in an authority’s investment portfolio? Do these agree with the plans in the
authority’s treasury management strategies and statutory investment plans?

21 | Are there any other significant movements in balances in the balance sheet that are not clearly explained?

22 | Do the balance sheet reserves agree with the totals in the Movement in Reserves Statement?

Cash Flow Statement

23 | Do the cash balances in the cash flow statement agree with the relevant balances in the balance sheet?

24 | Are the council’s cash balances reflected adequately in the council’s treasury management strategies?
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reminders and questions
raised on the IFRS-based code

IFRS - what is it?

International Financial Reporting Standards (IFRSs) are a suite of accounting standards used across the world.
The Code of Practice on Local Authority Accounting is based on IFRS standards as adapted or interpreted for local
authority circumstances.

The pension deficit is meaningless — why do we have to show it?

The deficit doesn’t have to be funded from this year’s budget, but it’s still a true cost estimated by actuaries — it represents
the amount that will need to be found from future budgets to pay for pension entitlements already incurred in delivering
services. So it’s a real call on future funding arising from past activity. Not showing this would hide the liability that the
authority has incurred.

This also applies to other reserves. Like the Pension Reserve, the Capital Adjustment Account, the Unequal Pay Back Pay
Account and similar reserves all do one thing: they hold expenditure that the authority has incurred but not yet financed.
Think of them as being a bit like a credit card balance — these amounts will have to be funded in future, either from
taxation or from usable reserves.

Concerns have been expressed that all these reserves make the balance sheet incomprehensible. But all that needs to be
shown on the balance sheet itself are ‘usable reserves’ and ‘unusable reserves’ — the details can all go in a note. This will
help to declutter the balance sheet.

The financial statements do not clearly demonstrate traditional measures of local authority
performance ie General Fund and HRA balances

The IFRS-based Code sets out that local authority financial statements are intended to be used for assessing the
stewardship of local authority resources and for making economic decisions. Thus the information is intended for two
purposes. The Comprehensive Income and Expenditure Statement presents information on the real economic cost of
providing services in the year and it does not show the movement in General Fund and HRA balances. This reconciliation
is provided in the Movement in Reserves Statement, whose bottom line shows the General Fund and HRA resources
available at year end. CIPFA has reviewed options for making this even clearer. The new Expenditure and Funding Analysis
brings together both the accounting measures of performance and the performance against General Fund for council tax
setting purposes.

The accounts are too long!

Yes, the accounts can be long, but local authorities have a complex story to tell. But notes only need to be produced if they
are material — leaving out notes that aren’t material or required by legislation is a good start. CIPFA/LASAAC as standard
setter is continuously challenging the need to introduce disclosures and reporting requirements for local government.

Pag.%Fﬂ anerstanding Local Authority Financial Statements 2016 15



5.2 - Appendix 2

What changes were made to the 2016/17 Code?

CIPFA and CIPFA/LASAAC consulted widely in preparation for these changes, particularly the Telling the Story consultation
in the summer of 2015. CIPFA also engaged a working group to consider a wide range of proposals for change. Following
feedback from consultations from local authority accounts preparers and the work of the Working Group, the Telling the
Story consultation set out proposals for change that CIPFA/LASAAC considers will reconnect the financial statements of
local authorities with the way those authorities are both organised and funded.

The changes to the 2016/17 Code therefore have two main strands:

W to allow local authorities to report on the same basis as they are organised by breaking the formal link between the
Service Reporting Code of Practice (SeRCOP) and the Comprehensive Income and Expenditure Statement

B to introduce a new Expenditure and Funding Analysis which provides a direct reconciliation between the way local
authorities are funded and prepare their budget and the Comprehensive Income and Expenditure Statement in a way
that is accessible to the lay reader. This analysis is supported by a streamlined Movement in Reserves Statement and
replaces the current segmental reporting note.

The changes to the Code will for the first time allow local authorities to bring together the funding framework and the
accounting framework in one analysis.
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further
reading

Financial Statements: A Good Practice Guide for Local Authorities (CIPFA, 2013)

Clear out the Clutter (Public Finance, April 2014)

Simplified Accounts: Small Isn’t Always Beautiful (Public Finance, September 2015)

Code of Practice on Local Authority Accounting in the United Kingdom (CIPFA, issued annually)

Code of Practice on Local Authority Accounting in the United Kingdom: Guidance Notes for Practitioners
(CIPFA, issued annually)
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Accounting Policies

Accounting policies used when formulating the accounts

The Statement of Accounts summarises the Council’s income and expenditure for the year ended 31 March
2022 and its financial position at that date. The accounts are prepared in accordance with the Code of
Practice on Local Authority Accounting in the United Kingdom 2021/22 (the Code).

The accounts have been prepared on a going concern basis. The accounting convention adopted is principally
historic cost, modified by the revaluation of certain categories of non-current assets and financial
instruments.

1.  Accounting Standards issued but not yet adopted

The main change to the Code will be the requirements of International Financial Reporting Standard 16 —
Leases adopted in the 2022/23 Code. The required date of application and the date that the Council will
adopt IFRS 16 is 1 April 2022. IFRS 16 introduces a single lessee accounting model and requires a lessee to
recognise assets and liabilities for most leases with a term of more than 12 months, unless the underlying
asset is of low value. A lessee is required to recognise a right-of-use asset representing its right to use the
underlying leased asset and a lease liability representing its obligation to make lease payments

Whilst this is expected to have no impact on the Council Tax or Rent payer, work has been undertaken during
2021/22 to be continued in 2022/23 to ensure significant lease type arrangements in respect of property
and vehicles are identified and recorded. This will include a review of existing and creation of new processes
for managing and recording lease arrangements.

2. Accruals of Income and Expenditure

Activity is accounted for in the year that it takes place, not when the cash payments are made or received.
In particular:

e Revenue from contracts with service recipients, whether for services or the provision of goods, is
recognised when (or as) the goods or services are transferred to the service recipient in accordance
with the performance obligations in the contract.

e supplies are recorded as expenditure when they are consumed

e services received are recorded as expenditure when the services are received, rather than when the
payments are made

e there is a de minimis threshold of £500, under which income and expenditure may not be accrued

e interest receivable on investments and payable on borrowings is accounted for respectively as
income and expenditure on the basis of the effective interest rate for the relevant financial
instrument, rather than the cash flows fixed or determined by the contract

e where revenue and expenditure have been recognised but cash has not been received or paid, a
debtor or creditor for the relevant amount is recorded in the Balance Sheet. Where debtors are not
considered to be collectable the balance is reduced by a provision for doubtful debt.

3.  Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be recovered, principally through a sale
transaction rather than through its continuing use, it is reclassified as an Asset Held for Sale if it meets the
following criteria:
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e be available for immediate sale in its present condition

e sale must be highly probable

e be actively marketed or have identified prospective purchasers
e the sale expected to be completed within one year.

The asset is revalued immediately before reclassification and then carried at the lower of this amount and
fair value less costs to sell. Where this results in a loss, this is posted to the Other Operating Expenditure line
in the Comprehensive Income and Expenditure Statement. Gains in fair value are recognised only up to the
amount of any previous losses recognised in the Surplus or Deficit on Provision of Services. Depreciation is
not charged on Assets Held for Sale. Regular reviews are undertaken as to whether assets still meet the
criteria for Assets Held for Sale and where this is not the case they are reclassified and revalued in accordance
with the appropriate class.

4.  Cash and Cash Equivalents

Cash is represented by cash in hand, the net balance on all of the Council’s bank accounts including balances
of cheque book schools. It includes deposits with financial institutions that are repayable on notice of not
more than 24 hours without significant penalty. It also includes investments maturing and interest received
on the first working day of April.

5.  Contingent Assets and Liabilities

These are potential benefits or obligations that arise from past events and whose existence will be confirmed
only by the occurrence of one or more uncertain future events not wholly within the Council’s control.
Contingent assets and liabilities are not recognised in the accounting statements but are disclosed in the
notes to the accounts where deemed material.

6. Deferred Liabilities
Where the Council receives income in advance from developers and other organisations in respect of

revenue expenditure, such as the future maintenance of assets, the amounts are held in the Balance Sheet
as deferred liabilities until such time that the expenditure takes place.

7. Disposals and Capital Receipts

When assets are disposed of or decommissioned, the value of those assets included in the Balance Sheet
along with any proceeds from disposal are used to calculate a gain or loss on disposal.

Disposals greater than £10,000 are treated as capital receipts and are credited to the Capital Receipts
Reserve.

8.  Employee Benefits

Benefits Payable during Employment

Short-term employee benefits such as wages and salaries, paid annual leave, sick leave and expenses are
paid on a monthly basis and reflected as expenditure on an accruals basis in the relevant service line in the
Comprehensive Income and Expenditure Statement.
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Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Council to terminate an officer’s
employment before the normal retirement date or an officer’s decision to accept voluntary redundancy, and
are charged on an accruals basis to the Comprehensive Income and Expenditure Statement.

Post-Employment Benefits

Employees of the Council are members of two separate pension schemes:
e the Teachers’ Pension Scheme, administered by the Teachers Pensions Agency
e the Local Government Pension Scheme, via membership of the Cardiff and Vale of Glamorgan
Pension Fund administered by the Council.
The Council is also the principal employer and sole statutory employer of the Cardiff City Transport Services
Pension Schemes.

The Council accounts for pension costs in the main accounting statements in accordance with International
Accounting Standard 19 (IAS19). This requires recognition of the fact that although retirement benefits are
not actually payable until an employee retires, the Council’s commitment to make those payments arises at
the time that employees earn their future entitlements. Accounting treatment depends on whether they are
in respect of a defined benefit scheme or a defined contribution scheme.

Defined Contribution Schemes

Centralised arrangements for the Teachers’ Pension Scheme mean that liabilities for these benefits cannot
ordinarily be identified specifically to the Council and is therefore accounted for as if it were a defined
contribution scheme and no liability for future payments of benefits is recognised in the Balance Sheet.
Cardiff City Transport Services has a defined contribution scheme which carries a guaranteed minimum
return for its members, which is closed to new members. The assets and liabilities of the scheme is shown
in the Balance Sheet.

Defined Benefit Schemes

The Cardiff and Vale of Glamorgan Pension Fund is a defined benefit scheme. There is also a Cardiff Transport
Services Defined Benefit Scheme which is closed to new members. The net pension liability, which represents
the Council’s attributable share of the Pension Fund’s assets and liabilities, is shown in the Balance Sheet
where:

e liabilities for the scheme attributable to the Council are included on an actuarial basis using the
projected unit method (an assessment of the future payments that will be made in relation to
retirement benefits earned to date by employees, based on assumptions about mortality rates,
employee turnover rates and projections earnings for current employees)

e assets of the scheme attributable to the Council are included at their fair value:

o quoted and unitised securities — current bid price
o unquoted securities — professional estimate
o property — market value.

The change in the net pension liability is analysed into the following components:
e current service costs: increase in the liability as a result of pension earned by employees in the year
is charged to net cost of services.
e past service costs: increase in the liability arising from current year decisions which affect pension
earned by employees in earlier years is charged to Corporate Management.
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e gains/losses on settlements and curtailments: result of actions to relieve the Council of liabilities or
events that reduce expected future service or accrual of benefits are charged to Corporate
Management.

e netinterest on the net defined benefit liability: net interest expense for the period that arises from
the passage of time and is shown within the Financing and Investment Income and Expenditure line
of the Comprehensive Income and Expenditure Statement.

e re-measurements: return on plan assets (excluding amounts included in net interest) and actuarial
gains/losses as a result of updated actuarial assumptions. These are both charged to the Pensions
Reserve as Other Income and Expenditure.

In relation to retirement benefits, statutory provisions require the Council Fund balance to be charged with
the amount payable by the Council to the Pension Fund or directly to pensioners in the year, not the amount
calculated according to the relevant accounting standards. In the Movement in Reserves Statement, this
means that there are appropriations to and from the Pensions Reserve to remove the notional debits and
credits for retirement benefits and replace them with debits for the cash paid to the Pension Fund and
pensioners and any such amounts payable but unpaid at the year-end. The negative balance that arises on
the Pensions Reserve thereby measures the beneficial impact to the Council Fund of being required to
account for retirement benefits on the basis of cash flows rather than as benefits are earned by employees.

9. Financial Assets

Financial assets are classified based on a classification and measurement approach that reflects the Council’s
business model for holding financial assets and their cash flow characteristics.

There are three main classes of financial assets measured at:
e amortised cost - Achieve objectives by collecting contractual cash flows e.g. principal and interest
e fair value through profit or loss (FVPL) - Achieve objectives by both collecting contractual cash flows
and selling assets
e fair value through other comprehensive income (FVOCI) - Achieve objectives by any other means
than collecting contractual cash flows and where the Council has designated that this is the case.

In terms of value of financial assets recognised in the accounts, the authority’s primary business model is to
hold investments to collect contractual cash flows, however loans and equity instruments may be provided
as capital expenditure in the approved Capital Programme to achieve service objectives. Depending on the
rationale for holding such financial assets, primarily equity, the Council may designate such items to be
measured at fair value through other comprehensive income.

Fair value measurement techniques are defined within the final section of this policy.

Financial Assets Measured at Amortised Cost

Financial assets measured at amortised cost are recognised on the Balance Sheet when the authority
becomes a party to the contractual provisions of a financial instrument and are initially measured at fair
value. They are subsequently measured at their amortised cost. Annual credits to the Comprehensive Income
and Expenditure Statement for interest receivable are based on the carrying amount of the asset multiplied
by the effective rate of interest for the instrument in accordance with any investment or loan agreement.
The amount presented in the Balance Sheet is the outstanding principal receivable (plus accrued interest).

Any gains or losses that arise on derecognition of an asset are credited/debited to the CIES.
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Expected Credit Loss Model

Impairment losses are calculated to reflect the expectation that future cash flows might not take place
because the borrower could default on their obligations. Such a review would take place on an individual
financial asset or collective basis, based on materiality and cost benefit of individual assessment.

The Council undertakes a review of expected credit losses on all financial assets held at amortised cost either
on a 12-month or lifetime basis. Where provision for such losses is not already undertaken e.g. as part of a
provision for bad debts, adjustments to the value of financial assets disclosed in the accounts would be
made. Credit risk plays a crucial part in assessing expected credit loss. Where risk has increased significantly
since a financial asset was initially recognised, provision for losses are assessed on a lifetime basis. Where
risk has not increased significantly or remains low, provision for losses are assessed on the basis of 12-month
expected loss.

Financial Assets Measured at Fair Value through Profit or Loss (FVPL)

Financial assets that are measured at FVPL are recognised on the Balance Sheet when the Council becomes
a party to the contractual provisions of a financial instrument and are initially measured and carried at fair
value. Fair value gains and losses are recognised in the Surplus or Deficit on the Provision of Services.

Any gains or losses that arise on the derecognition of the asset are credited/debited to the Comprehensive
Income and Expenditure Statement.

Financial Assets Measured at Fair Value through other comprehensive income (FVOCI)

Financial assets that are measured as FVOCI are initially measured and carried at fair value on the Balance
Sheet. Treating such assets under this category will require a ‘Designation’ by the Council. These are likely
to be equity holdings held as part of a service objective.

Fair value gains and losses are recognised in Other Comprehensive Income and the change in the amount of
the investment in the balance sheet is matched with an entry in the Financial Instruments Revaluation
Reserve.

Upon derecognition, any balance on the Financial Instruments Revaluation Reserve is recycled through the
Surplus or Deficit on the Provision of Services.

Fair Value Measurement of Financial Assets

Fair value measurements for the above financial asset classes measured at fair value are based on the
following techniques:

e instruments with quoted market prices —the market price

e other instruments with fixed and determinable payments — discounted cash flow analysis

The inputs to the measurement techniques are categorised in accordance with the following levels:
o Level 1 — quoted prices (unadjusted) in active markets for identical assets that the authority
can access at the measurement date.
o Level 2 —inputs other than quoted prices included within Level 1 that are observable for the
asset, either directly or indirectly.
o Level 3 —unobservable inputs for the asset.

10. Financial Liabilities
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Financial liabilities are recognised on the Balance Sheet when the Council becomes a party to the contractual
provisions of a financial instrument. They are initially measured at fair value and carried at their amortised
cost. Annual charges to the Comprehensive Income and Expenditure Statement for interest payable are
based on the carrying amount of the liability, multiplied by the effective rate of interest for the instrument.
Interest that is due but is unpaid at the end of the year is recognised in the Balance Sheet as a current liability.

Where a fair value price which is paid to transfer a liability, is estimated and disclosed, inputs to the valuation
techniques used to determine fair value are attributed to the same levels as stated under the Financial Assets
accounting policy.

Transaction costs, such as brokers’ fees and commission in relation to managing the Council’s Financial
Instruments, which are not considered material, are charged immediately to the Comprehensive Income and
Expenditure Statement.

11. Grants and Contributions

Grants and other contributions are accounted for on an accruals basis and recognised when:
e thereis reasonable assurance that the Council will comply with the conditions for their receipt and
e there is reasonable assurance that the grant or contribution will be received.

Revenue

Grants, for which conditions have not yet been satisfied, are carried in the Balance Sheet as Revenue Grants
Receipts in Advance. When conditions have been satisfied, the grant or contribution is credited to the
relevant service line (specific revenue grants and contributions) or Taxation and Non-Specific Grant Income
(non-specific revenue grants) in the Comprehensive Income and Expenditure Statement. Where there is no
longer any reasonable assurance that the conditions will be met, sums received will not be recognised as a
receipt of grant but as a repayment due to the awarding body and held on the Balance Sheet as a liability if
it remains unpaid.

Where the conditions of a revenue grant or contribution have been complied with but it is yet to be used to
fund expenditure for the purpose stipulated in the grant agreement, it is set aside in an Earmarked Reserve.

Capital

Grants and contributions that are applied in the year to fund capital schemes that are Revenue Expenditure
Funded by Capital under Statute (REFCUS) are treated as revenue income and credited to the Comprehensive
Income and Expenditure Statement to the relevant service line.

Capital Grants and Contributions applied in paying for other capital works are credited to the Taxation and
Non-Specific Grant Income line in the Comprehensive Income and Expenditure Statement. Where a specific
capital grant or contribution has been received but remains unapplied, this is shown as a creditor, as the
unused element could be returned to the funder. Where a non-specific grant such as the General Capital
Grant or Major Repair Allowance were to remain unapplied, it would be held as Capital Grants Unapplied
Reserve.

Capital grants and contributions are identified separately on the Balance Sheet.

12. Heritage Assets
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The Council recognises heritage assets where it may have incurred separately identifiable expenditure on
their acquisition or preservation or where it has information on the value of the asset.

Heritage assets are included at historic cost if included in the accounts and only measured at fair value where
the benefits of doing so outweigh the costs. No depreciation charge is made on heritage assets.

The unique nature of heritage assets makes reliable valuation complex. These difficulties are recognised by
the Code and therefore many individual assets are not recorded in the accounts, but additional narrative
disclosures are made about the nature and scale of such assets within the notes to the accounts. A valuation
is undertaken every 3 years by an external expert for insurance purposes. A valuation of paintings, artefacts
and civic regalia took place as at 31 March 2020.

13. Intangible Non-Current Assets

Expenditure on assets that do not have physical substance but are identifiable and controlled by the Council
is capitalised. In the case of computer software and licences, this will be capitalised where it relates to the
enhancement or development of systems, expenditure on which is deemed to generate long-term economic
benefits to the Council in the form of savings and improvements in service delivery. Intangible assets are
included in the Balance Sheet at historic cost net of amortisation and are reviewed for impairment and re-
valued only where they have a readily ascertainable market value.

The assets are amortised to the relevant service line over the economic life of the investment initially set
between 3-5 years, and reversed in the Movement in Reserves Statement via transfer to the Capital
Adjustment Account. Once intangible assets are fully amortised, they are reviewed in terms of materiality
and if necessary, disposed of with the carrying value removed from the asset register.

Gains or losses arising from disposal are recognised in the surplus or deficit on the provision of services.

14. Interests in Companies and Other Entities

The Council has interests in companies and other entities. Subject to the level of materiality and exposure
to risk, these are consolidated to produce Group Accounts.

15. Inventories

Inventories are measured and held at the lower of cost or net realisable value. When such inventories are
sold, exchanged or distributed, the carrying amount is recognised as expenditure.

The balance of inventories that have been donated rather than purchased are held in the Donated Inventory
Account.

16. Investment Property
Investment properties are those held solely to earn rentals and/or for capital appreciation such as; ground
leases, land held for future development as strategic sites and other land and buildings that meet investment

property criteria.

Investment properties are measured at fair value, based on the market value that would be received to sell
an asset in an orderly transaction between market participants at the measurement date, reflecting the
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asset’s highest and best use. A full valuation is undertaken every two years, the most recent of which took
place in 2021/22 and Jones Lang LaSalle were appointed for the task.

Investment properties are not depreciated. Gains and losses on revaluation and disposal are posted to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement. Rentals received in relation to investment properties are credited to the relevant service line and
result in a gain for the Council Fund Balance. However, revaluation and disposal gains and losses are not
permitted to have an impact on the Council Fund Balance. The gains and losses are therefore reversed out
of the Council Fund Balance in the Movement in Reserves Statement and posted to the Capital Adjustment
Account.

17. Joint Committees

Subject to materiality and exposure to risk, the relevant proportion of Joint Committees are included within
the Council’s accounts reflecting the transactions and balances for those Joint Committees.

18. Leases

Leases are classified as finance leases where the terms of the lease transfer substantially all the risks and
rewards, incidental to ownership, of the property, plant or equipment from the lessor to the lessee. All other
leases are classified as operating leases. Where a lease covers both land and buildings, the land and buildings
elements are considered separately for classification.

The Council as Lessee

Finance Leases
For plant and equipment, the Council has set a de-minimis level of £75,000 for leases to be recognised as
finance leases. The Council does not recognise any leases of this type.

Operating Leases
Payments for operating leases are charged to the relevant service line on an accruals basis.

The Council as Lessor

Finance Leases
The Council does not recognise any leases of this type.

Operating Leases

Where the Council grants an operating lease over a property or an item of plant or equipment, the asset is
retained in the Balance Sheet. Rental income is credited to the Comprehensive Income and Expenditure
Statement.

19. Local Authority Maintained Schools

The Code confirms that the balance of control for local authority maintained schools (i.e. those categories
of school identified in the School Standards and Framework Act 1998, as amended) lies with the local
authority. The Code also stipulates that those schools’ assets, liabilities, reserves and cash flows are
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recognised in the local authority financial statements. Therefore schools’ transactions, cash flows and
balances are recognised in each of the financial statements of the authority as if they were the transactions,
cash flows and balances of the authority.

20. Property, Plant, Equipment

These assets are those that have physical substance used in the production or supply of goods or services,
those intended to be held indefinitely, those used for the promotion of culture and knowledge and those
expected to be used during more than one financial year.

Recognition
Expenditure on the acquisition, creation or enhancement of such assets is capitalised on an accruals basis.

All expenditure incurred on existing assets is assumed to result in enhancement of the asset and will be
shown in the accounts as an addition to the asset.

Expenditure that maintains but does not add to an asset’s potential to deliver benefits or service potential
(i.e. repairs and maintenance) is charged to revenue as it is incurred.

The Council has a de-minimis policy of £1,000 with regards to capitalisation of expenditure in connection
with Council dwellings.

Once assets have fully depreciated, they are reviewed in terms of materiality and if necessary, disposed of
with the carrying value removed from the asset register.

Measurement

Assets are initially measured at cost, comprising all expenditure that is directly attributable to bringing the
specific asset into working condition for its intended use, excluding borrowing costs which are not
capitalised. A full year’s depreciation is charged on capital expenditure incurred in the year. No depreciation
is charged in the year of disposal. Assets are subsequently carried on the balance sheet as per the following:

Asset Type Measurement Valuation Last Surveyor for Next Depreciation*
Frequency | Valuation Last Valuation | Valuation
Assets under Depreciated n/a n/a n/a n/a n/a
Construction Historical Cost
Community Depreciated n/a n/a n/a n/a n/a
Assets Historical Cost
Council Existing Use Value for | Every 2 2002/21 Savills 2022/23 Land: n/a
Dwellings Social Housing years Buildings: 50
years
Infrastructure | Depreciated n/a n/a n/a n/a 7-120 years**
Historical Cost
Other Existing Use Value or | Every 3 2021/22 Cooke & 2024/25 Land: n/a
Operational Depreciated years Arkwright Buildings: 3-65
Land & Replacement Cost if years
Buildings specialist nature
without market-
based evidence
School Assets | Detailed Depreciated | Every 3 2019/20 Cooke & 2022/23 Land: n/a
Replacement Cost years Arkwright Buildings: 3-54
(Modern Equivalent years
Asset)
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Surplus Assets | Fair Value Annual 2021/22 Jones Lang 2022/23 n/a
Fair Value LaSalle
Check
Vehicles, Depreciated n/a n/a n/a n/a 5-15 years
Plant, Historical Cost
Furniture &
Equipment

* Calculated on a straight-line basis over the below estimated useful lives, unless there is not a determinable finite useful life.
** Included within Infrastructure is the Cardiff Bay Barrage, which is being depreciated over the design life of 120 years.

Revaluations

Council dwellings, other land and buildings including schools, are required to be valued periodically. Asset
valuations take place with an effective date of 1 April of the financial year and are undertaken by professional
valuers.

The Council must balance the requirement to ensure carrying amounts are not materially different from
their fair or current value at the year-end, with the time, costs and resources involved in providing valuation
services for accountancy purposes. It does this by:

e undertaking an annual impairment review of property with the Council’s in-house valuation team to
identify significant changes,

e using the experience and local knowledge of the in-house valuation team to provide or source any
external valuation services. This ensures finance are made aware of all property issues affecting the
Council,

e having an agreed rolling revaluation programme which is shorter than the minimum 5 year cycle
required by the Code in order to ensure there is sufficient, regular and consistent coverage of all
classes of assets.

Revaluations of the Council’s property assets are undertaken on a minimum three yearly rolling programme
basis, or where there is a major refurbishment of an asset, a new valuation will be sought in the year of
completion and a revision is made to the useful life.

The Revaluation Reserve contains revaluation gains recognised since 1 April 2007 only; the date of its formal
implementation. Gains arising before that date have been consolidated into the Capital Adjustment Account.

Impairment and Downward Revaluation

Assets are assessed at each year-end as to whether there is any indication that an asset may be impaired in
value, either due to a significant reduction in service potential or significant permanent market value
reduction. Where a material change in value is identified, the accounting treatment is as follows:

e where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying
amount of the asset is written down against that balance, up to the amount of the accumulated gains

e thereafter, or if there is no balance in the Revaluation Reserve, the carrying amount of the asset is
written down against the relevant service line(s) in the Comprehensive Income and Expenditure
Statement.

Where an impairment loss is reversed subsequently, the reversal is credited to the relevant service line(s) in

the Comprehensive Income and Expenditure Statement, up to the amount of the original loss, adjusted for
depreciation that would have been charged if the loss had not been recognised.
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Component Accounting

Where a single asset may have a number of different components, each having a different useful life, three
factors are taken into account to determine whether a separate valuation of components is to be recognised
in the accounts in order to provide an accurate figure for depreciation.

These factors are:

e materiality with regards to the Council’s financial statements. Componentisation will only be
considered for individual non-land assets that have a net book value of more than £1.5 million at the
end of the financial year

e significance of component. For individual assets meeting the above threshold, where services within
a building (boilers / heating / lighting / ventilation etc.), or items of fixed equipment (kitchens /
cupboards) is a material component of the cost of that asset (> 30%), then those services/equipment
will be valued separately on a component basis

e difference in rate or method of depreciation compared to the overall asset. Only those elements that
normally depreciate at a significantly different rate from the non-land element as a whole, or that
require a different method of depreciation will be identified for componentisation.

Assets that do not meet the tests above can be disregarded for componentisation on the basis that any
adjustment to depreciation charges would not result 