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Page No

1. Apologies for Absence

2. Declarations of Interest

At this point Members must declare whether they have a disclosable
pecuniary interest, or other interest, in any of the items on the agenda,
unless it is already entered in the register of members’ interests or is a
“‘pending notification “ that has been disclosed to the Head of Legal
Services.

3. Minutes of the Meeting Held on 26 March 2018 5-12

4, Annual Governance Statement 2017/18 13 -36

To receive, consider and endorse the draft Annual Governance Statement
for the year ended 31 March 2018.

5. Annual Internal Audit Opinion 2017/18 37 -80

To receive, consider and endorse the annual Audit Opinion of Internal Audit
for the year ended 31 March 2018.

6. Fraud and Investigations Annual Report 2017/18 81-90
To receive, consider and endorse the annual report on the investigation of

fraud and irregularities for the year ended 31 March 2018.

7. Budget Outturn Report 2018/19 91 -124



To receive, consider and comment on the Budget Outturn report 2018/19.
8. Audit of Statement of Accounts to those Charged with Governance 125 - 298
(ISA260)
To receive the final Statement of Accounts for the year ended 31 March
2018 incorporating the Annual Governance Statement together with the
annual report to those charged with governance following their scrutiny by
External Audit.
9. Fees Report 299 - 304

To receive and consider the proposed Audit fees for auditing the 2018/19
accounts.

INFORMATION AND OTHER ITEMS

10. Quarter 2 Local Government Briefing 305 - 318
To receive an update on the Quarter 2 briefing from the external auditors.

1. Use of Regulation of Investigatory Powers Act 2000 (RIPA) 319 - 364
To receive and consider the updated RIPA Policy.

12. Approved Write-Offs Exceeding £10,000
The Committee is asked to NOTE that there have been no approved write-
off amounts to report since 26 March 2018, which exceed the Council’s
Financial Regulation threshold of £10,000.

13. Feedback Report 365 - 368

14. Work Programme 369 - 378

There is an induction hearing loop system available in all meeting rooms. Some of the
systems are infra-red operated, if you wish to use this system then please contact Dan
Kalley on 01733 296334 as soon as possible.

Did you know? All Peterborough City Council's meeting agendas are available
online or via the modern.gov app. Help us achieve our environmental protection
aspirations and view this agenda online instead of printing it.

Emergency Evacuation Procedure — Outside Normal Office Hours

In the event of the fire alarm sounding all persons should vacate the building by way of the nearest escape
route and proceed directly to the assembly point in front of the Cathedral. The duty Beadle will assume
overall control during any evacuation, however in the unlikely event the Beadle is unavailable, this
responsibility will be assumed by the Committee Chair. In the event of a continuous alarm sounding remain
seated and await instruction from the duty Beadle.



Recording of Council Meetings: Any member of the public may film, audio-record, take photographs and use
social media to report the proceedings of any meeting that is open to the public. Audio-recordings of
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PETERBOROUGH

‘e @ -

#CITY COUNCIL

MINUTES OF THE AUDIT COMMITTEE MEETING
HELD AT 7:00PM, ON
MONDAY, 26 MARCH 2018
BOURGES/VIERSEN ROOM, TOWN HALL, PETERBOROUGH

Councillors Aitken (Chairman), Mahabadi, King, Over, S Nawaz, Shaheed,
Sharp

Peter Carpenter, Service Director Financial Services

Steve Crabtree, Chief Internal Auditor

Pippa Turvey, Democratic and Constitutional Services Manager

Fiona McMillan, Interim Director Law and Governance

Dan Kalley, Senior Democratic Services Officer

Natalie Moult, Assistant Lawyer Project Delivery Team — Contracts and
Procurement

Kay McClennon, Manager, Governance & Public Sector Audit, Ernst & Young
Flo Barrett, Associate, Ernst & Young

APOLOGIES FOR ABSENCE

Apologies for absence were received from Councillor Bull. Councillor King
attended as substitute.

DECLARATIONS OF INTEREST
No declarations of interest were received.

MINUTES OF THE AUDIT COMMITTEE MEETING HELD ON 12 FEBRUARY
2018

The minutes of the meeting held on 12 February 2018 were agreed as a true
and accurate record.

EXTERNAL AUDIT PROGRESS REPORT

The Audit Committee received a report in relation to progress on the audit of
the Council’s 2017/18 statement of accounts.

The Manager, Government and Public Sector of Ernst & Young introduced the
report and requested the Committee to note the progress made on auditing the
Council’'s 2017/18 statement of accounts. Members were informed that



planning work had been completed and the first nine months of auditing the
income and expenditure accounts had also been completed.

The Audit Committee considered and RESOLVED (Unanimously) to note the
report.

55. SECTOR UPDATE (2018 Q1 AUDIT COMMITTEE BRIEFING)

The Audit Committee received a report in relation to sector briefing for Local
Authority Audit Committees on Quarter one 2018.

The Manager, Government and Public Sector, Ernst & Young introduced the
report. The purpose of the report was to help support the Committee in an
environment that was constantly changing. The report outlined issues that had
an impact on the Council. The report outlined technical issues as well as
potential matters that were of interest.

The Audit Committee debated the report and in summary, key points raised
and responses to questions included:

e A briefing note from the Compliance Manager (Governance) on GDPR
was to be circulated to members. Following the circulation of the
briefing note a training sessions for Members was to be arranged.

The Audit Committee considered and RESOLVED (Unanimously) to note the
report.

ACTION AGREED

1. A briefing note on GDPR and training session to be organised by the
Compliance Manager (Governance)

56. CHANGES TO THE CONSTITUTION

The Audit Committee received a report in relation to changes within the
Council’'s Constitution. Members of the Committee were informed that a
supplementary paper was produced following a meeting of the Governance
Board on Tuesday 20 March 2018.

The purpose of the report was for the Audit Committee to recommend to Full
Council a number of changes to the Constitution, including updating the petition
scheme, changes to the Standing Orders, an update to the Member Officer
Protocol and formalising Member training.

The Democratic and Constitutional Services Manager introduced the report and
informed Members that these changes had been discussed at Governance
Board. The key changes highlighted included alterations to the petition scheme,
member officer protocol and changes to the standing orders to reflect the
electronic voting system.
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It was agreed at Governance Board that questions in relation to the Combined
Authority would be allowed time to settle. With regards to the timings of motions
it was agreed at Governance Board that timings for Council meetings as a
whole would need to be looked at in greater detail and brought back to Audit
Committee.

In addition the constitution had been updated to formalise training requirements
for Members before being allowed to sit on committee’s of the Council.

The Audit Committee debated the report and in summary, key points raised
and responses to questions included:

e Further amendments to the timings of the Council meeting in its
entirety needed to be looked at in further detail. Any recommendations
would be brought back to Audit Committee.

The Audit Committee considered and RESOLVED (Unanimously) to
recommend to Full Council for approval:

1. The updated Petitions Scheme set out in Appendix 1 to the original
report.

2. Changes to Council Standing Orders set out in Appendix 1 to the
supplementary report.

3. The insertion of the wording to the Member Officer Protocol:
“Members will normally, as a courtesy, keep Ward Councillors advised
of matters in the ward in which the resident they are dealing with lives.
There may be circumstances where urgent or immediate action needs
to be taken (such as safeguarding or health & safety issues) which
means this communication/information sharing is retrospective.”

4. The amendment of all Committee Terms of Reference to include:
For all Councillors to undertake training before being able to sit on
committee.
For all Councillors to undertake refresher training once every three
years, or yearly for the Planning and Environmental Protection
Committee and the Licensing Committee.

CONSULTANT, INTERIM AND AGENCY WORKER POLICY

The Audit Committee received a report in relation to the consultant, interim and
agency worker policy.

The purpose of the report was to review and approve the revised Consultant,
Interim and Agency Worker Policy in order for the Council to comply with
changes to tax legislation (IR35).

The Assistant Lawyer Project Delivery Team — Contracts and Procurement

introduced the report and commented that the report outline the need to change
the Consultants Policy to reflect changes to tax legislation. Officers also took
the opportunity to update the policy as this had not been done for seven years.
Members were made aware that there were now revised definitions of what
constituted an interim and consultant. It was important to note that interim and



58.

agency staff were different to consultants. The new policy had been streamlined
and made more user friendly. If officers did not follow this new process there
would be disciplinary action. All engagements of consultants needed to be
recorded and held centrally. This had been consulted on with all DMT’s to
progress to Cabinet and training would be offered to all staff.

The Audit Committee debated the report and in summary, key points raised and
responses to questions included:

e A quarterly report would be beneficial to the Audit Committee to see
how many staff were interims or consultants. This would be a standing
item on the agenda.

e A yearly report used to be on the Committee’s agenda, however this
was a narrow report and needed to be brought in line to show all
interim and consultants fees.

e The report would detail interims and consultants. A separate report on
agency staff could be brought on an annual basis.

The Audit Committee considered and RESOLVED (Unanimous) to recommend
for approval by the Cabinet, the revised Consultant, Interim and Agency Worker
Policy, drafted in consultation with key stakeholders and officers to reflect
compliance with procurement and HMRC regulations.

ACTION AGREED

1. A quarterly report on Consultants and Interims to be presented to Audit
Committee

RISK MANAGEMENT - STRATEGIC RISKS

The Audit Committee received a report in relation to risk management as part
of the routine report process to Audit Committee.

The purpose of the report was to receive an update on the role of the Risk
Management Board and proposed minor changes to the Risk Management
Policy.

The Service Director Financial Services introduced the report, the Committee
had received report on 20 November 2017 setting out changes to the Corporate
Risk register. The report in front of the Committee set out how this was to work
going forward. At the next meeting there will be the first set of risks coming out.
The first board meeting was held on 13 January 2018 and was chaired by the
Corporate Director Regeneration and Growth and each directorate was
represented by a senior officer. A second meeting was held on 7 March 2018
and the terms of reference were approved at that meeting, all amber and red
risks were reviewed at this meeting. Going forward the meetings were to take
place every second month.

The Audit Committee debated the report and in summary, key points raised and
responses to questions included:
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e The Combined Authority was still in its infancy, however it was important
that Peterborough had as much influence as possible on the
Committee’s being set up. At the moment not a lot of money had been
allocated to what the Combined Authority would deliver. There needed
to be as much discussion and communication with other authorities a
possible. The Cabinet Member for Resources confirmed that this issue
would be raised in a formal discussion with the leader of the Council to
make sure that Peterborough’s voice was heard as much as possible
within the Combined Authority setting.

e On Combined Authority it was reporrted to the Committee that they had
a first draft of their own strategic risk register that included Brexit,
however it was important to note that this had not yet been approved by
the Board. The remit of internal audit was to first get a strategy set up
for the Combined Authority before analysing the strategy in detail. In
terms of Peterborough, references had been made to Brexit in the
MTFS and this had been approved at Full Council.

e Although Brexit was in the MTFS officers did not want to speculate on
this as it was not possible to quantify.

e The new risk register had been split into quite a lot of detail divided by
department. The remit for the Committee was to look at initial risks and
to trust that officers were tackling those risks.

e Once departmental registers are reviewed the process was that those
risks identified as red would be referred through to the Corporate
Management Team to consider.

The Audit Committee considered and RESOLVED (Unanimously) to note the
latest Risk Management Report.

ACTION AGREED

1. The Cabinet Member for Resources to discuss with the Leader of the
Council the importance of Peterborough’s representation on all
Combined Authority Committees

INTERNAL AUDIT STRATEGY, CHARTER AND AUDIT PLAN

The Audit Committee received a report in relation to the Internal Audit Strategy,
Charter and Audit Plan.

The purpose of the report was to ensure the Committee reviewed and agreed
audit activity for the year ahead.

The Chief Internal Auditor in introducing report provided a number of documents
to the Committee to set out the internal audit process and how that Members
could challenge the audit approach. Committee were informed that each
internal audit service should be externally assessed every five years and this
was currently being undertaken at Peterborough. Feedback on this would be
provided to Committee at a future meeting.
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The Audit Committee debated the report and in summary, key points raised and
responses to questions included:

e The function of Scrutiny Committees was to evaluate spending on the
elderly rather than within the remit of Audit Committee. In addition this
was also part of the budget setting process which each Political Group
had the opportunity to be involved in this process.

e Adult Social Care Team could present to each political group a picture
of the expenditure in their area and how much cost pressure or volume
pressure there was in that area and how it achieved value for money..

The Audit Committee considered and RESOLVED (Unanimously) to agree:
1. The Internal Audit Charter for 2018/2019
2. The Internal Audit Code of Ethics
3. The Internal Audit Strategy and Plans for 2018/2019.

ACTION AGREED

. Adult Social Services to provide training to each Political Group how their

budget was spent and the pressures they faced.
REVIEW OF COMMITTEE EFFECTIVENESS

The Audit Committee received a report in relation the review of the Committees’
effectiveness.

The purpose of the report was to provide Members with details of an internal
assessment of the operations of the Audit Committee against best practice.

The Chief Internal Auditor introduced the report - it was important that the
Committee viewed how they operated and how the Committee was able to self-
assess their performance. There were a number of best practice guidelines that
were available and the assessment had highlighted those areas of best practice
in the report and appendices.

The Audit Committee debated the report and in summary, key points raised and
responses to questions included:

e |t was important that training was given to new Members of the
Committee and what gets presented to the Committee.

e New Councillors would be given training on the roles of all Committee’s
of the Council. This was also to be extended to all existing Councillors.

The Audit Committee considered and RESOLVED (Unanimously) to agree:

. The draft response to the CIPFA Toolkit checklist for Audit Committees, which

records that the Committee meets all of the good practice statements;

. The draft responses to the CIPFA Knowledge and Skills Framework for local

authority audit committees; and

10
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3. Any actions which the Committee considers appropriate to amend or enhance

the Committee’s arrangements in light of the completed Knowledge and Skills
Framework assessment and the CIPFA Audit Committee Toolkit checklist.

COUNTER FRAUD POLICIES

The Audit Committee received a report in relation to it's Counter Fraud Policies
and future approach in tackling fraud.

The purpose of the report was to provide Members with the Council’s approach
to tackling fraud and corruption.

The Chief Internal Auditor introduced the report. The Chief Internal Auditor had
undertaken to review the Councils anti-fraud policies and to implement new
strategies to take this forward so that they became embedded. Overall the
Council could make improvements in reporting fraud. It was important to raise
awareness further across the organisation and our partners.

The Audit Committee debated the report and in summary, key points raised and
responses to questions included:

e It was seen as best practice across the sector that £10,000 was the limit
for cash deposits which could trigger money laundering. The closure of
the cash office would not impact on this as there were other avenues
where cash could be received.

e Since the cash office had now closed any cash deposits would have to
be made at a financial institution that would comply with financial
regulations.

The Audit Committee considered and RESOLVED (Unanimously) to agree:

1. Approve the updated counter fraud policies (Appendices A - E); and
2. Noted national studies produced in relation to fraud and corruption in local
government (Appendices F - G).

ANNUAL AUDIT COMMITTEE REPORT

The Audit Committee received a report in relation to the Audit Committee’s
Annual Report that was to be submitted to Council.

The purpose of the report was to provide Members with the work of the
Committee over the past 12 months and to reflect this to Full Council.

The Interim Director Law and Governance introduced the report and stated that
the report outlined the key work areas of the Committee and plans going
forward.

The Audit Committee considered and RESOLVED (Unanimously) to agree to
recommend the submission of the Annual Audit Committee Report to Full
Council for approval.

11



INFORMATION AND OTHER ITEMS

63.

64.

65.

USE OF REGULATION OF INVESTIGATORY POWERS ACT 2000 (RIPA)

The Audit Committee considered and RESOLVED (Unanimously) to note the
report.

APPROVED WRITE-OFFS EXCEEDING £10,000

The Cabinet Member for Resources confirmed that 0.3% of income that had
been written off in the report presented to the Committee in the previous cycle,
the majority of this was down to businesses failing.

The Audit Committee considered and RESOLVED (Unanimously) to note the
report.

FEEDBACK REPORT

The Audit Committee considered and RESOLVED (Unanimously) to note the
report.

7:00pm — 8.00pm
Chairman

12



AUDIT COMMITTEE AGENDA ITEM No. 4

16 JULY 2018 PUBLIC REPORT

Report of: Pete Carpenter, Acting Director of Corporate Resources

Fiona McMillan, Interim Director of Law and Governance

Cabinet Member responsible: Councillor David Seaton, Cabinet Member for Resources

Contact Officer(s): Steve Crabtree, Chief Internal Auditor

Tel. 384 557

ANNUAL GOVERNANCE STATEMENT 2017 / 2018

RECOMMENDATIONS

FROM : Acting Director of Corporate Resources Deadline date : N/A

Interim Director of Law and Governance

The Audit Committee is asked to:

Statement;

be amended; and

Executive and Leader of the Council for inclusion in the statement of accounts.

1. Note the arrangements for compiling, reporting on and signing the Annual Governance
2. Review and comment on the Annual Governance Statement including any areas which should

3. Subject to changes identified above, agree and approve the statement for signature by the Chief

1. ORIGIN OF REPORT

1.1 This report is submitted to Audit Committee following referral from the s151 Finance Officer
as part of the annual closure of accounts process and is included in the Audit Committee

annual work programme.

2. PURPOSE AND REASON FOR REPORT

21 The production of the Annual Governance Statement (AGS) forms part of the annual closure
of accounts process. It is not a financial exercise, but represents a corporate overview of the

processes and procedures adopted by Peterborough to manage its affairs.

2.2 The Terms of Reference for the Audit Committee (agreed at Full Council) set out the key

roles of the Committee including the following:

e 221.14: To oversee the production of the authority’s Annual
Statement and to recommend its adoption; and

Governance

e 2.2.1.15: To consider the Councils arrangements for corporate governance and

agreeing necessary actions to ensure compliance with best practice.

13




4.1

4.2

4.3

5.1

6.1

6.2

6.2.1

TIMESCALE
Is this a Major Policy Iltem / NO If Yes, date for relevant -
Statutory Plan? Cabinet Meeting

BACKGROUND

The preparation of an AGS is necessary to meet the statutory requirements as set out in the
Accounts and Audit (England) Regulations 2015. The AGS covers the Council’s governance
arrangements for the 2017 / 2018 reporting year.

This report includes the AGS for Audit Committee to review, challenge and advise the Leader
and Chief Executive upon accordingly.

Internal control and risk management are recognised as important elements of good
corporate governance. The scope of governance, as covered in the AGS, spans the whole
range of the Council’s activities and includes those designed to ensure that:

The Council’s policies are implemented in practice;

High quality services are delivered efficiently and effectively;

The Council’s values and ethical standards are met;

Laws and regulations are complied with;

Required processes are adhered to;

Its financial statements and published information are accurate and reliable; and
Human, financial and other resources are managed efficiently and effectively.

ARRANGEMENTS FOR COMPILING THE ANNUAL GOVERNANCE STATEMENT

The Council has established governance arrangements which are consistent with the seven
principles of the Chartered Institute of Public Finance and Accountancy (CIPFA) and Society
of Local Authority Chief Executives (SOLACE) Framework — Delivering Good Governance in
Local Government. The assurance gathering process to support the AGS is set out in
Appendix A.

SUPPORTING EVIDENCE

Evidence has been compiled to confirm the governance arrangements in operation across
the Council for the period concerned. This sets out how the City Council demonstrates
compliance with the principles of good governance and highlights where action is needed to
address any weaknesses in the Council’s governance arrangements.

Internal Audit: Annual Internal Audit Opinion 2017 / 2018

The annual report from Internal Audit is elsewhere on this agenda. The key issues are:

e Internal Audit progress reports are included as part of the Committees’ Work
Programme and any significant control and governance issues or material to the
overall control environment of the Council are highlighted:;

e The Annual Audit Opinion highlighted some gaps which needed to be addressed;

e Despite some weaknesses, there remains a sound internal control environment.
Reasonable assurance is provided and an unqualified opinion put in place;

e There is overall compliance with the CIPFA publication on the Role of the Head
of Internal Audit together with the Public Sector Internal Audit Standards; and

e Overall, positive assurance can be provided on the service.

14



6.2.2

6.3

6.3.1

6.3.2

External Audit

In conclusion, the Annual Audit Opinion to the Audit Committee provides a reasonable
assurance on the overall standard of effective of the internal control framework. In addition,
there is an effective Internal Audit in place when measured against the defined criteria as
listed above.

Throughout the year, Ernst and Young (EY) have undertaken works reviewing the activities
of the Council. EY provides an Annual Audit Letter giving an overall evaluation of the Council.
The content of the letter was reported to Cabinet and Audit Committee (November 2017) and
overall is positive and states that the Council is performing well. The key messages are:

EXTRACT FROM ANNUAL AUDIT LETTER: NOVEMBER 2017

Review Area

Commentary

Opinion on the Councils: Financial Statements

Unqualified — The financial statements give a
true and fair view of the financial position of
the Council as at 31 March 2017 and of its
expenditure and income for the year then
ended.

Opinion on the Councils: Consistency of the
information published with the financial statements

Other information published with the financial
statements was consistent with the Annual
Accounts.

Concluding on the Council’'s arrangements for
securing economy, efficiency and effectiveness

We concluded that you have put in place
proper arrangements to secure value for
money in your use of resources.

Reports by Exception: Consistency of Governance
Statement

The Governance Statement was consistent
with our understanding of the Council

Reports by Exception: Public interest report

We had no matters to report in the public
interest.

Reports by Exception: Written recommendations to
the Council, which should be copied to the
Secretary of State

We had no matters to report.

Reports by Exception: Other actions taken in
relation to our responsibilities under the Local Audit
and Accountability Act 2014

We had no matters to report.

Reporting to the National Audit Office (NAO) on our
review of the Council's Whole of Government
Accounts return (WGA).

We had no matters to report.

Issued a report to those charged with governance
of the Council communicating significant findings
resulting from our audit.

Our Audit Results Report was issued on 13
September 2017 and presented to the Audit
Committee on 25 September 2017.

Issued a certificate that we have completed the
audit in accordance with the requirements of the
Local Audit and Accountability Act 2014 and the
National Audit Office’s 2015 Code of Audit
Practice.

Our certificate was issued on 27 September
2017.

15

In conclusion, from a Peterborough City Council perspective, the Annual Audit Letter gives
assurance in respect of 2016 / 2017 Financial Accounts and confirms an effective system of
internal control.




6.4

6.4.1

6.4.2

6.5

6.5.1

6.5.2

6.6

6.6.1

6.6.2

Internal Control and Governance Self-Assessment

Internal Audit issued each Directorate with the Internal Control and Governance Self-
Assessment in February 2018 and this assessment provides a considered overview of the
controls in place in order to come to an opinion on the governance arrangements and internal
control environment within their service. The areas covered within the assessment were:

Management Arrangements;

Health and Safety;

Business Continuity and Emergency Resilience;
Equality and Diversity;

Financial Management;

Procurement Arrangements;

Risk Management (including Project Management);
Performance Management and Data Quality;
Information Governance;

Management of People;

Governance Arrangements, Laws, Regulations, Policies and Procedures;
Anti-Fraud and Corruption;

Partnership Governance;

Communications and Customer Services; and
Public Health.

Sample testing was undertaken to ensure the robustness of the data supplied. While no
adverse comments were received in relation to the controls in place, a number of areas have
been identified as requiring attention and these have been reflected in the Action Plan within
the AGS.

Risk Management

Risk management encompasses a number of areas such as projects, performance and
partnerships. In addition, there is a corporate risk register which incorporates significant
issues which could have a major impact on the strategic delivery of the Council’s objectives
(the latest update to Audit Committee being in March 2018).

Internal changes to the monitoring and challenge of risk have been made which has
increased its profile across the organisation. This positive step will take time to embed but
will enable officers and the Audit Committee to place greater reliance on the arrangement to
manage and mitigate risk.

Corporate Governance

Regular updates on governance arrangements are reported through Corporate Management
Team, Cabinet, Audit Committee and ultimately to Full Council. This covers all aspects of
governance — from constitutional changes, operational procedures such as Financial or
Contract regulations or standards issues. Significant governance issues established in the
AGS are reported to Audit Committee. With the ongoing changes across the organisation,
there is a pressing need to ensure that corporate governance responsibilities are
communicated to all.

Following analysis and verification, the AGS (Appendix B) reflects the key issues of the
Council.

CONSULTATION

One of the key messages coming out of the CIPFA / SOLACE guidance is that good
governance relates to the whole organisation and there should be corporate ownership of the

AGS and governance arrangements. Following drafting, the AGS was presented to
Corporate Management Team for comment, challenge and update on 18 April 2018.

16



10

11

12.

13.

Following a number of amendments the attached AGS was agreed with the Acting Director
of Corporate Resources and the Chief Executive on 20 May 2018. The AGS has then been
included within the published draft Statement of Accounts on 29 May 2018.

ANTICIPATED OUTCOMES OR IMPACT

The documents are presented to the Audit Committee for review and to then advise the
Leader and Chief Executive upon for sign off by the Leader and the Chief Executive for
inclusion in the Statement of Accounts.

REASONS FOR RECOMMENDATIONS

The AGS sets out the framework for the Council and identifies some issues where action is
planned to improve the level of governance.

ALTERNATIVE OPTIONS CONSIDERED

In line with accounting requirements the Council has to publish an Annual Governance
Statement based on a prescribed format.

IMPLICATIONS

This report contains no specific financial implications. The agreement of the AGS does not
have any direct financial implications, however, in order to maintain financial control and
address risks as identified within the Statement, Directorates may need to allocate resources
from within their existing budgets.

BACKGROUND DOCUMENTS
Used to prepare this report, in accordance with the Local Government (Access to Information) Act
1985)

1. Delivering Good Governance in Local Government (CIPFA / SOLACE)
2. Accounts and Audit (England) Regulations 2015

3. Directors: Internal Control and Governance Self-Assessment templates
APPENDICES

Appendix A:  Framework for the Annual Governance Statement
Appendix B:  Annual Governance Statement
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APPENDIX A

PETERBOROUGH CITY COUNCIL FRAMEWORK FOR THE ANNUAL GOVERNANCE STATEMENT

ANNUAL GOVERNANCE STATEMENT
Which meets the requirements of the Accounts and Audit Regulations and is published with the Statement of Accounts and signed by Chief Executive and Leader of the Council

A

DRAFT ANNUAL GOVERNANCE STATEMENT
Audit Committee and Corporate Management Team examine the draft governance statement and supporting evidence recommends its approval.

Chief Internal Auditor, supported by works of an independent party e.g. peer review, external organisation etc.,
reviews the effectiveness of the system of Internal Audit

CORPORATE GOVERNANCE
Sets out commitment to good governance based on seven core principles of CIPFA / SOLACE framework

A: Integrity, Ethical B: Openness and C: Economic, D: Achievement of E: Capacity and F: Risks and G: Transparency,
Values and Rules Stakeholder Social and Intended Outcomes Capability Performance Audit and
of Law Engagement Environmental Accountability
Benefits

f 1 t ! t f f

KEY DOCUMENTS, POLICIES AND PROCESSES

Sustainability Community Strategy Constitution Code of Conduct Complaints Policy Equalities Scheme Communications Strategy
Budget and Budgetary Control Employee Policies Financial Regulations Contract Regulations Project Management
Performance Management Business Planning  Risk Management and Business Continuity Anti Fraud and Corruption Ethical Governance Partnership Protocols
T T A A A T T A
Performance Risk Legal and Members Directors/Heads External inspection Committee / Financial Internal Audit
Management Management Regulatory Assurance of Service results Scrutiny Work Control
and Data Qualitv Assurance Assurance External Audit
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Annual Governance Statement

Scope of Responsibility

Peterborough City Council (the Council) is responsible for ensuring that its business is conducted in accordance with the law and proper
standards, and that public money is safeguarded and properly accounted for, and provides value for money. The Council also has a duty under
the Local Government Act 1999 to make arrangements to secure continuous improvement in the way in which its functions are exercised, having
regard to a combination of economy, efficiency and effectiveness. That duty has grown in importance with the reduction in resources being made
available for Local Authorities as part of the Government’s on-going austerity programme.

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

The Council has established governance arrangements which are consistent with the seven principles of the Chartered Institute of Public Finance
and Accountancy (CIPFA) and Society of Local Authority Chief Executives (SOLACE) Framework — Delivering Good Governance in Local
Government. It has adopted a Local Code of Corporate Governance. The Annual Governance Statement sets out how the Council has complied
with the Code and also meets with the regulation 4(2) of the Accounts and Audit Regulations 2015.

The Council meets the requirements of Regulation 6(1)b of the Accounts and Audit (England) Regulations 2015 in relation to the preparation and
publication of an annual governance statement. It is subject to review by the Audit Committee when they consider both the draft and final
Statements of Account and is approved by the Audit Committee in advance of them agreeing the Statement of Accounts.

The Council’s financial management arrangements are consistent with the governance requirements of the Statement on the Role of the Chief
Financial Officer in Local Government (2010). The principles being that the Chief Financial Officer (Acting Director of Corporate Resources):

- Is actively involved and is able to bring influence on the Authority’s financial strategy;
- Leads the whole Council in the delivery of good financial management;

- Directs a fit for purpose finance function;

- Is professionally qualified and suitably experienced; and

- Is a key member of the Corporate Management Team.

All Statutory Officers have regular 1:1 sessions with the Chief Executive.
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The issues identified as a significant governance issue and the progress made by management throughout the future financial year 2018 / 2019
to address these issues will be reported regularly to Audit Committee with an assessment made in reducing the risk as part of their governance
role within the Council.

The Purpose of the Governance Framework

The governance framework comprises the systems and processes, culture and values by which the Council is directed and controlled and its
activities through which it accounts to, engages with and leads its communities. It enables the authority to monitor the achievement of its strategic
objectives and to consider whether those objectives have led to the delivery of appropriate services and value for money. It also enables the
Council to demonstrate to the public that it has effective stewardship of the public funds it is entrusted to spend.

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

The governance framework has been in place at the Council for the year ended 31 March 2018 and up to the date of approval of the statement
of accounts.

The Governance Framework
The Council is a unitary authority which was set up in 1998. Its strategic vision and corporate priorities are set out in the Peterborough Sustainable

Community Strategy 2008-2021. The control environment encompasses the strategies, policies, plans, procedures, processes, structures,
attitudes and behaviours required to deliver good governance to all.
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Key Elements of the Governance Framework

The key elements of the Councils governance framework are detailed against each principle in the CIPFA / SOLACE Framework — Delivering
Good Governance in Local Government as follows:

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

In order to ensure Members and Officers behave with integrity to lead its culture of acting in the public interest there are appropriate
processes in place to avoid conflicts of interest and gifts and hospitality. Regular monitoring has identified no concerns.

Staff behaviour is covered by the Code of Conduct.

Third party challenge to the Councils operations is through a publicised complaints procedure.

Confidential concerns can be raised through a Whistleblowing Policy.

A Counter Fraud Strategy has been established to deliver raise awareness of fraudulent activities and to provide proactive solutions to
minimise the risks of fraud. Our policies have been reworked to reflect this.

The scrutiny process as detailed in the Constitution enables those who are not Cabinet members to call in key decisions.

The Council is managed by a Cabinet system as set out in the agreed Council Constitution which sets out the scheme of delegation
between elected Members and Officers.

Procurement arrangements recognise the importance of ethics and sustainability with appropriate evaluation of suppliers proposals for
Social Value which includes sustainability issues supported by appropriate contract clauses and monitoring.

Member and Officer relationships are mutually supportive and based on openness, honesty, trust and appropriate challenge. The latter is
vital in making service changes and more self-sufficiency from citizens into reality.

The Chief Executive is the Head of Paid Service and is supported by the Corporate Management Team. Cabinet portfolios are assigned
on a function basis rather than directorate and subject to appropriate officer support.

The Acting Director of Corporate Resources is the nominated Chief Financial Officer in accordance with Section 151 of the Local
Government Act 1972. Internal Audit are provided direct and work towards Public Sector Internal Audit Standards.

The system of internal control is based upon a framework of comprehensive financial regulations and procedures. Control is based on
regular management information, management supervision, and a structure of delegation and accountability.

The Interim Director of Law and Governance is the Monitoring Officer and is responsible for ensuring the Council acts in accordance with
the Constitution.

Principle B: Ensuring openness and comprehensive stakeholder engagement

The Council has established clear vision and values linked to its strategic objectives.
Council meetings are open to every citizen.
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Community liaison schemes are in place to discuss major developments which will impact on the community, for example, Fletton Quays
residential proposals.

The Council is now a constituent Council of the Cambridgeshire and Peterborough Combined Authority which is responsible for a number
of new powers devolved from central government.

In order to demonstrate its openness, the Council also publishes its Pay Policy Statement; its Constitution; Council, Cabinet and
Committee reports; and Payments over £500.

Consideration of the budget took place at Full Council on 7 March 2018. Due to increasing cost pressures on Adult Social Care the Council
Tax recommendation again resulted in a specific 3% increase to be implemented to finance expenditure in this area.

Principle C: Defining outcomes in terms of sustainable economic, social and environmental benefits

Risk management is integral to the governance arrangements and the risk register is considered by the Audit Committee and the
Corporate Management Team. The risk management framework consists of a policy statement; risk register; systems for mitigating and
controlling risks; and systems for monitoring and reviewing. Effective risk management needs to be embedded and this has been
enhanced by the creation of a Risk Management Board to ensure consistent treatment and action.

Our Efficiency Strategy 2016/17 — 2019/20 sets out how we are delivering innovative solutions to provide environmental and economic
benefits to the citizens of Peterborough.

Significant changes to services are supported by an Equality Impact Assessment.

Principle D: Determining the interventions necessary to optimise the achievement of the intended outcome

Decisions are based on rigorous and transparent scrutiny and a relationship of trust between Members and Officers.

In order to achieve long term financial targets the Council has set a budget for the year 2018 / 2019 supported by an appropriate
Robustness Statement setting out an assessment of risk which sets out future savings required by the Council.

All meetings are included in the Councils Forward Plan which is published and available to the public.

The Audit Committee is an essential part of good governance and is regularly assessed against best practice.

The Council in order to discharge its functions on Health operates a dedicated Health Scrutiny Committee.

Educational attainment is acknowledged as a particular priority and plans are set up to improve results in this area for the longer term.
Performance management is undertaken across all areas, whether relating to individuals, processes or projects. Lessons learnt from
mistakes are acted upon.
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Principle E: Developing the entity’s capacity including the capability of its leadership and the individuals within it

Performance management framework is in place which covers all officers including an appraisal system with targeted, relevant training.
Human Resources procedures set out the appointment process which is transparent.

Regular meetings and 1:1’s are held.

The national agreement on pay and conditions of service is implemented as is the commitment to pay the Living Wage for its entire staff
and is seeking to also achieve this through its contractual arrangements.

To ensure independent reviews of its systems, the Council operates an Internal Audit service, complying with best practice. Findings are
reported to Audit Committee.

Certain key partners who provide essential council services are subject to independent oversight by Committees.

The Constitution is reviewed on an annual basis.

Principle F: Managing risks and performance through robust internal control and strong public management

The Councils Risk Management Framework has been set out under Principle C. This ensures there is continuous monitoring and reporting
of risk.

New Members are inducted prior to the Annual Meeting.

All Cabinet meetings consider key matters including those on risk and performance and these are detailed in the Forward Plan.

The Annual Budget is supported by commentary detailing its deliverability and is supported by an appropriate reserves policy. The final
accounts are prepared in accordance with professional standards and subject to external audit.

Information governance and compliance with the various policies, for example General Data Protection Regulation are regularly monitored
through mandatory training.

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

As part of the Transparency Agenda the Council agreed to publish senior officer salaries over £50,000 and invoices over £500 on its web
site.

The Council is proactive in engaging with citizens and other key stakeholders.

Clear protocols and robust processes are in place to allow Internal Audit and External Audit to undertake their activities to look to scrutinise
and protect the authorities interests.
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Review of Effectiveness

The Council has responsibility for conducting, at least annually, a review of the effectiveness of its governance framework including the system
of internal control. The review of effectiveness is informed by the work of the Directors and Heads of Service within the Council who have
responsibility for the development and maintenance of the governance environment, the Annual Internal Audit Opinion, and also by comments
made by the external auditors and other review agencies and inspectorates. During 2017 / 2018, the works undertaken by the Internal Audit team
was sufficient to be able to form the view for the Annual Internal Audit Opinion that there was a sound governance framework from which those
charged with governance could gain reasonable assurance. It should be noted, as per table 2, that one of the new issues to be addressed is a
full review of existing governance processes. This is required in particular as more services are delivered with Cambridgeshire County Council
to ensure both Council’s Governance requirements and present best practice is taken account of.

The Council’'s Constitution details Directors’ responsibilities for the maintenance of controls within their departments. The system of internal
control is subject to regular review by Internal Audit. The work of the service is informed by the Council’s risk register, with the allocation of audit
resources controlled through an annual risk- based operational plan, which is agreed, by Audit Committee.

In addition to these arrangements the Council receives and responds to reports from other review and assurance mechanisms.

An External Audit of the accounts year ended 31 March 2017 undertaken by Ernst and Young was reported to the Audit Committee which
concluded the accounts and working papers were of high quality.

Significant Governance Issues
The Annual Governance Statement identifies governance issues and risks for the Council to address.

Table 1 below sets out the governance issues which were reported on in 2016 / 2017 and the progress in addressing them.
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Table 1: 2016 / 2017 Progress on Previous Actions

Area of Assurance

Assurance Gap / Proposal to Mitigate

Progress / Residual Status

Lead: Director of Governance

Changes in statutory duties; ongoing changes in
the work of local government and the role in
relation to other agencies means that the Council
needs to monitor the scope of duties, powers and
expectations.

Proposal:

Regular reviews will continue of the business of
the Council; and the Constitution which drives it.
Reports through Corporate Management Team
to Cabinet and various Committee will ensure that
legal implications are fully appraised.

171 INNOVATION AND GOVERNANCE | Gap: Arrangements have been redefined to encompass
Our desire to explore more innovative and | workstream leads from key areas of the business to
Lead: Director of Governance commercial ways of working requires a flexible | drive forward new ways of working. The agile working
and agile approach, but also a clear framework | group sits under the Programme Manager with
for governing arrangements. accountable leads responsible for the move to Sand
Martin House. Arrangements have been put in place
Proposal: to strengthen the Programme Management Office to

An Organisation Change Board has been created | oversee corporate change.

to drive forward the transformation programme

with representatives from all departments Building blocks have been put in place but outcomes
cannot be fully quantified at present. Work will

continue throughout 2018.
17.2 OPERATING POWERS Gap: The Council's Constitution is kept under close review

and amended where required, with reports on
significant changes being made are reported through
to the Governance Board, Audit Committee and Full
Council and then implemented.

(ACTION COMPLETE)
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Lead: Corporate Director: People and
Communities

Demographic changes and new developments
are placing increased strains on the schools
places available.

Proposal:
Work is undertaken to model availability and
reports are referred to Scrutiny and Cabinet for
decisions.

17.3 NEW ARRANGEMENTS Gap: CPCA has been operational since March 2017.
Establishing and maintaining the Combined | Regular feedback / briefings are provided to the
Lead: Director of Governance Authority (CPCA). Council on its work / deliverables etc.
Proposal: (ACTION COMPLETE)
Separate arrangements have been set up for the
governance and constitutional arrangements.
The Council will look to develop effective
partnership relationships with the new authority.
The Leader of the Council is a member of the
Combined Authority. Council officers  will
contribute to appropriate projects and working
groups.
17.4 SCHOOL ATTAINMENT Gap: The improvement programme is now in delivery
Damage to reputation through poor performance | phase. A new Service Director has been appointed.
Lead: Corporate Director: People and | in published league tables compared to the | Early analysis predictions suggest improved
Communities national average. attainment again for the 2018 academic year results at
KS2.
Proposal:
Improvement plans and a programme of training | However, any increases in attainment levels are too
has been developed and there is ongoing | early to fully quantify so the action will continue to be
monitoring to look at the effectiveness of this in | monitored throughout 2018.
raising attainment in Peterborough schools.
17.5 SCHOOL PLACES Gap: An updated school organisation was presented to

Children and Young People Scrutiny Committee in
March 2018. All demand has been met but there
remains an ongoing pressure in Infant year groups
and a longer term challenge in Secondary schools. A
full plan allows for these challenges.

(ACTION COMPLETE)
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17.6 WORKFORCE PLANNING

Lead: Director of Governance

Gap:

The Council is wundergoing tremendous
organisational change. This will create significant
workforce issues around having the right skills,
people and employee capacity. The Council will
require employees to have different skill sets that
underpin a transformed business model.

Proposal:

Human Resources have developed a series of
training and workforce development schemes to
ensure that the organisation is future proof. This
is closely linked in with 1 above.

Sharing of officers and services between
Peterborough City Council and Cambridgeshire
County Council has been developed and
implemented. Other services are also linked with other
Councils.

During the course of the year additional support has
been explored and provided via the Workforce
Training and Development model Cambridgeshire
County Council utilise. This has been scaled and
adapted to PCC’s immediate requirements. This
continues to be reviewed & developed especially as
we revise our workforce strategy in light of the
exploration of wider shared service arrangements with
CCC.

Ongoing works in this area will be delivered
throughout 2018.

17.7 NEW WAYS OF WORKING

Lead: Corporate Director: Resources

Gap:

Linked to 6 above, as the Council gears up to
move to new accommodation, it is critical that the
appropriate tools are in place to cope with
smarter ways of working.

Proposal:

Close partnership working is in place to ensure
that accommodation; technological requirements;
business, staff and stakeholder needs are met to
deliver practical solutions in a leaner manner.
Regular reports on progress are referred to
Corporate Management Team.

Governance remains in place with a senior project
Board which overseas progress of the Fletton Quays
Programme. Responsible officers are held
accountable for progress in respect of their
workstreams. Agile working group continues to be a
workstream attached to this project and is closely
aligned to the HR workstream which encompasses a
whole policy review.

Development of policies are on track. Regular updates
provided to managers / briefings etc. as we move
towards relocation during 2018.
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17.8

INFORMATION

Lead: Director of Governance

Gap:

The Council is increasingly managing, storing
and maintaining personal data and information as
part of the delivery of services. With data held in
a vast array of places and transferring between
supply chain partners, it becomes susceptible to
loss, protection and privacy risks.

Proposal:

Information is paramount to the successful
delivery of all services. Regular reviews of
sharing protocols are in place.

The Council has undertaken a review of each service
in terms of what personal information they collect,
store and use as well as share. This review is line with
the type of information needed to aid with GDPR
compliance as well as the UK forthcoming Data
Protection Act. This also ties into the Council's work
on retention of information, system security,
capabilities of those systems and the continuing
development of the information asset register. The
Information Governance team has issued factsheets
and different media format guidance to staff on topics
such as being secure, being aware of what data
protection means to them. Senior managers have had
briefings on the changes and the importance of being
data protection aware. The Council has also now
embedded privacy impact assessments in Verto
project management and are preparing guidance on
the completion of a Privacy Impact Assessment for
officers.

A members toolkit is under development to aid our
Members with understanding their roles and how Data
Protection affects them. It is expected to be available
in July 2018. The Council continues to monitor and
manage data incidents to minimise impact on the
affected user as well as the business and reputation
of the Council.

Deadline for compliance with GDPR is 25 May 2018.
Ongoing monitoring will be provided to CMT with
further briefings to Members and officers.
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17.9

CYBER SECURITY

Lead: Corporate Director, Resources

Gap:

It is important that the Council continues to keep
data security high on the agenda to ensure that
it is effectively managed, particularly with the
introduction of new  service delivery
arrangements for ICT and information
management. The risk of a cyber-attack is a very
real one and all organisations, including those in
the public sector, should consider cyber security
as an organisational risk. To mitigate this risk, it
is essential to raise awareness and commit to
implementing a cyber security, risk averse
culture.

Proposal:

Regular system monitoring and reporting is in
place throughout the Council on the threats and
actions to mitigate.

Our ICT partner, Serco, commissioned an external review
of the ICT security arrangements and a report was
received in Autumn 2017. The Council and Serco will look
to address issues identified during 2018 in line with the
draft action plan.

17.10

FRAUD, CORRUPTION AND
SERIOUS ORGANISED CRIME

Lead: Corporate Director, Resources

Gap:

Pilot studies have been undertaken in a number
of regions which has resulted in a best practice
checklist being established to ensure that local
authorities have sound and robust procedures to
reduce the threat of Serious Organised Crime
impacting on Council activities

Proposal:

Internal Audit will liaise with Police and other
Councils to ensure that appropriate
arrangements have been developed. Internal
Audit has incorporated a number of reviews
within its Audit Plan to follow the best practice
checklists to look to provide assurance to the
Council.

Internal Audit have undertaken a risk assessment against
the Serious Organised Crime checklist. An initial focus
has been on gifts and hospitality and will be reported on
as part of Annual Audit Opinion.

Limited frauds have been identified in year and Counter
Fraud policies have been revisited, updated, referred to
and approved by Audit Committee in March 2018.

Works will now focus on raising awareness etc. through
training and briefings in 2018 / 2019 and steps taken to
review impact and existence of fraud.
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17.11 SCHOOL STATUTORY TESTING

Lead: Corporate Director, Resources

Gap:
There are statutory requirements under several
sets of regulations which require regular

inspections and tests of systems and equipment.
These can include lifts, hoists, air conditioning
units, pressure systems, local exhaust ventilation
systems and gas or electrical installations. An
Internal Audit review of schools identified limited
evidence that the programme of work was being
managed or monitored.

Proposal:

As part of its work protocols, Internal Audit are
following up on the issues identified which will be
reported through to the appropriate channels.

There are ongoing meetings reviewing delivery of
improvements. Separate reviews are in ftrain
covering Health and Safety across the Council
estate to ensure consistence of approach.

It is anticipated that actions will not have been
completed until early summer.

As part of regular reviews of the governance, processes and procedures across the Council, a number of new issues to be addressed have been
identified during 2017 / 2018. These are documented in Table 2 below.
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Table 2: 2017 / 2018 NEW ISSUES TO BE RESOLVED

Area of Assurance

Gap

Proposal to Mitigate

Leads:
e Chief Executive;
e Interim Director of Law and
Governance;
e Acting Director of Corporate
Resources

provide opportunity for decisions to be made
through a variety of routes.

There is a requirement to simplify the
arrangements so as to close off any ambiguity or
other avenues which could be used if a decision
has already been made to reject.

18.1 FINANCIAL MANAGEMENT The budget for the Council is underpinned by a | Budgets will be developed to enable an ability to flex
number of transformation projects and savings | the budget so that savings / proposals can be moved
Lead: targets. between years if they cannot deliver early enough.
e Acting Director of Corporate Savings initiatives are now logged on Verto and will
Resources There is a requirement to ensure that there is | be reviewed as part of the monthly monitoring
appropriate monitoring of these to ensure that | process.
these remain on track or alternatives options put in
place to ensure the budget remains balanced. This will be linked with the establishment of quarterly
budgets. This will give the Council the ability for
earlier delivery of budget initiatives.
Delivery Target:
Budget Preparation:
e Tranche 1- June 2018
e Tranche 2 — Autumn 2018
e Tranche 3 — Spring 2019
Budget Monitoring
e To each Cabinet meeting (most up to date
information.
e Officers — Monthly review.
18.2 COUNCIL GOVERNANCE Council processes can be cumbersome which | An overarching review of governance arrangements

will be commissioned. This should include as a
minimum all decision making processes, contract
rules, financial rules etc. Comparisons will be made
with Cambridgeshire County Council so as to ensure
consistency as joint arrangements are extended.

Delivery Target:
e Completion — December 2018
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Lead:

Resources

18.3 PROCUREMENT AND PROJECTS

e Acting Director of Corporate

Linked with 2 above, there is a need to ensure that
consistent approaches and used to develop
business cases for each project. Furthermore, as
part of the delivery phase, appropriate
arrangements are required to ensure compliance
with contract rules.

Development of the Programme Management
Office.

In addition, the review of Financial Regulations will
reflect these requirements.

Delivery Target:
e Linksto 18.1 and 18.2

18.4 CORPORATE FRAUD

Lead:

e Chief Internal Auditor

With finite resources across the Council, there is a
need to ensure that funds are used for their
intended purpose and are not being misused or
misappropriated. There are limited levels of fraud
reported on across the Council. The Council will
look to raise awareness across all departments, its
contractors, suppliers and partners.

Corporate Fraud policies have been updated and
reported to Audit Committee in March 2018.

Appropriate training and raising awareness will be
delivered to officers, Members and our key partners.
A detailed Action Plan will be produced and reported
through CMT and Audit Committee.

Proactive works will be undertaken during the year.
The Council will continue to take part in the National
Fraud Initiative.

Delivery Target:
e September 2018 onwards

18.5 IT GOVERNANCE

Lead:

Governance

e Interim Director of Law and

Imminent deadline for compliance with GDPR.
Robust plans will be followed to ensure PCC meets
the deadline

Regular reporting on progress on compliance will be
made to CMT and any areas of concern will be
addressed.

Delivery Target:
e Monthly reports to CMT April and May 2018
and then by exception thereafter.
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18.6

EMERGENCY PLANNING AND
BUSINESS CONTINUITY

Lead:

ALL Directors

The Council recognises the importance of putting
in place robust arrangements for disaster recovery
etc. This will mitigate the risk to the Council that
major incidents could potentially result in an
inability to provide critical services to residents,
customers, partners and key stakeholders.

Ensure that all Business Continuity Plans /
Emergency Plans are reviewed reflecting any
organisational structure and officer contact changes.
These will need updating on the move to Fletton
Quays.

Provide training to officers involved in the reviewing
and activation of Business Continuity Plans. Recent
training at Cambridgeshire County Council will be
explored for relevance and potential roll out.

Activate a number of scenarios which could impact
on service delivery (through a test environment).
Evaluate their success in bringing back systems etc.
in line with planned timescales and expectations.

Quotes are being obtained to ensure that the Council
has Terrorism insurance cover which was previously
removed.

Delivery Target:
e Existing arrangements reviewed by end of
July 2018
e All arrangements reviewed 100% in October
2018 following move to Fletton Quays.

18.7

PARTNERSHIPS

Leads:
[ ]

Interim Director of Law and
Governance

Acting Director of Corporate
Resources

The Council has working relationships with a range
of organisations and providers. There is a need to
ensure there is effective oversight of each by
Members and ongoing monitoring of delivery by
officers.

An annual review of all alternative delivery models
will be wundertaken (e.g. LLPs, partnerships,
significant contracts etc.)

Delivery Target:

e Review of arrangements of oversight for
LLPs, partnerships and significant contracts
and alternative delivery models — December
2018
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18.8 EQUALITY AND DIVERSITY While the Council has an Equality and Diversity | The Council will undertake a review of its action
Policy the action plans for embedding are now out | plans to ensure it remains current to its needs.
Lead: of date.
e Interim Director of Law and | Policy was approved by Employment Committee Delivery Target:
Governance January 2011. Last revision of the policy was e Review by December 2018.
February 2017
Summary

The Council has in place strong governance arrangements which we are confident protect its interests and provide necessary assurances to our
citizens and stakeholders. However, like all organisations we cannot stand still and thus we propose to continue to take steps to address the
above matters to enhance further our governance arrangements. We are satisfied that the steps described address the need for improvement
identified in the Council’s review of effectiveness and will monitor their implementation and operation, not only as part of our next annual review,
but also continually throughout the year.

Certification

As Leader and Chief Executive, we have been advised on the implications of the results of the review of effectiveness of the Council’'s governance
framework, by the Audit Committee and Cabinet.

Our overall assessment is that the Annual Governance Statement is a balanced reflection of the governance environment and that an adequate
framework exists within Peterborough City Council to ensure effective internal control is maintained. We are also satisfied that there are

appropriate plans in place to address any significant governance issues and will monitor their implementation and operations as part of our next
annual review.

Signed: Councillor Holdich, Leader of the CoUNGI ... e e e i

Signed: Gillian Beasley, Chief EXECULIVE e e ettt



AUDIT COMMITTEE AGENDA ITEM No. 5

16 JULY 2018 PUBLIC REPORT

Report of: Peter Carpenter, Acting Director of Corporate Resources

Cabinet Member(s) responsible: Councillor Seaton, Cabinet Member for Resources

Contact Officer(s): Steve Crabtree, Chief Internal Auditor Tel. 384557

| ANNUAL INTERNAL AUDIT OPINION 2017 / 2018

RECOMMENDATIONS

FROM: Peter Carpenter, Acting Director of Corporate Deadline date: N/A
Resources

The Audit Committee is asked to:

1. Receive, consider, provide challenge to and endorse the attached Chief Internal Auditor’'s
annual report for the year ended 31 March 2018.

1. ORIGIN OF REPORT

1.1 This report is submitted to the Audit Committee and provides details of the performance of
Internal Audit during 2017 / 2018 and the areas of work undertaken, together with an opinion
on the soundness of the control environment in place to minimise risk to the council.

2. PURPOSE AND REASON FOR REPORT

2.1 The Terms of Reference for the Audit Committee (agreed at Full Council) set out key roles of
the Committee including the following 2.2.1.1

“To consider the annual report and opinion internal audit activity and the level of assurance it
can give over the Council's corporate governance arrangements.”

2.2 The purpose of this report provides an overall opinion on the soundness of the control
environment in place to minimise risk to the Council. It is based on the findings of completed
audits and activities undertaken by the Internal Audit Team during 2017 / 2018.

3. TIMESCALES
Is this a Major Policy NO If yes, date for
Iltem/Statutory Plan? Cabinet meeting
4, BACKGROUND AND KEY ISSUES
4.1 The Internal Audit Opinion is based on review work undertaken during the period April 2017 to

March 2018 and is set out in the attached Appendix A.

4.2 In preparing the opinion, the Chief Internal Auditor has reviewed all audit activities carried out

37



4.3

5.1

6.1

7.1

8.1

9.1

9.2

relating to 2017 / 2018. Each individual audit undertaken contains an assurance opinion on the
adequacy and effectiveness of controls in place to mitigate the risks identified. Where systems
have fallen below expected standards, details of these have been identified within the report
as an executive summary within Appendix B. Furthermore, ongoing internal performance
indicators are monitored and their level of achievement, or otherwise, are included for
information purposes. During the year an annual survey has been undertaken regarding
internal audit services provided to managers and members. The results of the survey are
detailed within Appendix C.

The overall conclusion based on our work is that Peterborough City Council has a sound
governance framework from which those charged with Governance can gain reasonable
assurance. Internal Audit has made a number of recommendations to further improve the
systems of control and the organisation is actively working to make improvements in these
areas. Audit coverage during the year has provided sufficient evidence to conclude that the
key financial control systems are sound although there are some areas where improvements
are necessary. However, no system of control can provide absolute assurance against material
misstatement or loss, nor can Internal Audit give that assurance.

CONSULTATION

Summary committee reports are produced and discussed periodically through Audit
Committee for information and challenge. All audit reports are issued to the appropriate
Head(s) of Service for action, Executive Directors, Chief Executive, Leader of the Council and
the Chair of Audit Committee in accordance with the agreed Audit Charter (last approved by
Audit Committee March 2018).

The Annual Audit Opinion is issued to our External Auditors as part of their programme of
works to review and close the accounts.

ANTICIPATED OUTCOMES OR IMPACT

That the Audit Committee is informed of the Internal Audit Opinion and the work carried out by
Internal Audit to support this.

REASON FOR THE RECOMMENDATION

In accordance with the Accounts and Audit Regulations 2015, the CIPFA Code of Practice for
Internal Audit in Local Government 2006 and the Public Sector Internal Audit Standards (2017),
this report summarises the work of the Internal Audit section and its outcomes relating to the
review of internal control for the last financial year. This is incorporated with the results of other
reviews to produce the required Annual Governance Statement.

ALTERNATIVE OPTIONS CONSIDERED

Public Sector Internal Audit Standards require that an annual report reviewing the activities
undertaken of Internal Audit along with the overall opinion of the organisations control
environment is produced and presented to the Audit Committee. There are therefore no other
options considered as appropriate.

IMPLICATIONS

Financial Implications

None

Legal Implications

There would be a legal implication if an Internal Audit service was not provided for, and if
mechanisms were not in place to carry out a review of internal control, governance and risk
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1.1

21

2.2

INTRODUCTION

Management is responsible for the system of internal control and should set in place policies and procedures to help ensure that the system
is functioning correctly. On behalf of the Audit Committee and the Acting Director of Corporate Services, Internal Audit acts as an assurance
function providing an independent and objective opinion to the organisation on the entire control environment by evaluating the effectiveness
in achieving the organisation’s objectives. This report is the culmination of the work during the course of the year and seeks to provide an
opinion on the adequacy of the control environment and report the incidence of any significant control failings or weaknesses. The report also
gives an overview of audit performance during the year. The overall report will then feed into the Annual Governance Statement included in
the Statement of Accounts.

ARRIVING AT AN OPINION

Background

The opinion is derived from work carried out by Internal Audit during the year, as part of the agreed Internal Audit Plan for 2017 / 2018. The
Internal Audit Plan was developed to primarily provide management with independent assurance on the adequacy and effectiveness of the
systems of internal control. We have conducted our audits both in accordance with the mandatory standards and good practice within the
Code of Practice and additionally from our own internal quality assurance systems. Our opinion is limited to the work carried out by Internal
Audit but, where possible, we have considered the work of other assurance providers, such as External Audit.

Risk Based Planning

Internal Audit continues to embrace the risk assessment approach to audit. A risk based approach is used to develop the Internal Audit
Annual Plan, allowing us to direct resources at areas key to the organisation’s success and to provide an opinion on the control environment
as a whole. During the course of the year the risks of the Authority are continually reviewed and used to update the plan. Each audit job also
uses risk assessment to ensure that suitable audit time and resources are devoted to the more significant areas. This risk based approach to
audit planning results in a detailed range of audits that are undertaken during the course of the year to support the overall opinion on the
control environment. Examples include:

e Governance reviews, including a review of key assurance frameworks and the Annual Governance Statement;

¢ Risk based reviews of fundamental financial systems that could have a material impact on the accounts, and other departmental
systems;

e Fraud strategy work, responsive fraud and irregularity investigations;

e Contract, procurement, performance and project audits; and

e Audits of Council establishments.
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2.3 The Audit Review
There are three elements to each internal audit review.

o Firstly, the control and risk environment is reviewed by identifying the objectives of the system and then assessing the controls in
place mitigating the risk of those objectives not being achieved. Completion of this work enables internal audit to establish an
opinion on the adequacy of the control framework in place.

o However, controls are not always complied with which in itself will increase risk, so the second part of an audit is to ascertain the
extent to which the controls are being complied with in practice. This element of the review enables internal audit to form a view on
the extent to which the control environment, designed to mitigate risk, is being complied with.

o Finally, where there are significant control weaknesses or where the controls are not being complied with and only limited
assurance can be given, internal audit undertakes further substantive testing to ascertain the impact of these control weaknesses.

2.4 Reporting
Where appropriate, each report we issue during the year is given an overall opinion, as shown in the table below.
Certain pieces of work do not result in an audit report with an opinion — such as consultancy work, grant reviews, involvement in working
groups and follow-ups (unless further recommendations are made). However the certification of grant work should indicate that at the point of

approval, information being submitted to external organisation meets required criteria. The assessment from each report, along with our
consideration of other audit work, is used to formulate the overall Opinion.

Opinion / Assurance Description

SUBSTANTIAL The internal control system is well designed to meet objectives and address relevant risks, and key controls are consistently
applied. There is some scope to improve the design of, or compliance with, the control framework in order to increase
efficiency and effectiveness.

REASONABLE The internal control system is generally sound but there are some weaknesses in the design of controls and / or the
inconsistent application of controls. Opportunities exist to strengthen the control framework and mitigate further against
potential risks.
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LIMITED The internal control system is poorly designed and / or there is significant non-compliance with controls, which can
put the system objectives at risk. Therefore, there is a need to introduce additional controls and improve
compliance with existing ones to reduce the risk exposure for the Authority.

NO There are significant weaknesses in the design of the internal control system, and there is consistent non-

compliance with those controls that exist. Failure to improve controls will expose the Authority to significant risk,
which could lead to major financial loss, embarrassment or failure to achieve key service objectives.

RECOMMENDATION GRADES

Grade Description
CRITICAL Fundamental control weakness that jeopardises the complete operation of the service.
TO BE IMPLEMENTED IMMEDIATELY.
HIGH Maijor control weakness which significantly increases the risk / scope for error, fraud, or loss of efficiency.
To be implemented as a matter of priority.
MEDIUM Moderate control weakness which reduces the effectiveness of procedures designed to protect assets and revenue of the
Authority.
To be implemented at the first opportunity.
LOW Minor control weakness, which, if corrected, will enhance control procedures that are already relatively robust.

To be implemented as soon as reasonably practical.
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OPINION 2017/ 2018

As Chief Internal Auditor, in line with Public Sector Internal Audit Standards and prior best practice, | am required to provide an opinion on
the overall adequacy and effectiveness of the Council’s control environment. | have undertaken the following in order to form a basis for
providing my assurance:

o Assessed the quantity and coverage of internal audit work against the 2017 / 2018 internal audit plan to allow a reasonable
conclusion as to the adequacy and effectiveness of the council’s risk management control and governance processes;

o Reviewed the reports from the reviews undertaken during the year by Internal Audit and other assurance providers where
appropriate;

o Considered any significant actions not accepted by management and the consequent risks, of which there were none;

o Assessed the status of actions identified as not implemented as part of Internal Audit follow up reviews and subsequent progress
tracking;

e Considered the effects of significant changes in the Councils objectives or systems and the requirement for Internal Audit
involvement;

o Reviewed and considered matters arising from reports to Council committees; and

o Considered whether there were any limitations which may have been placed on the scope of Internal Audit.

Following consideration of the above | am able to provide the following Opinion for 2017 / 2018:

| am satisfied that sufficient quantity and coverage of internal audit work and other independent assurance work has been undertaken to
allow me to draw a reasonable conclusion as to the adequacy and effectiveness of the Council’s risk management, control and governance
processes. In my opinion, the Council has adequate and effective systems of internal control in place to manage the achievement of
its objectives. In giving this opinion, it should be noted that assurance can never be absolute and, therefore, only reasonable assurance can
be provided that there are no major weaknesses in these processes.

Notwithstanding my overall opinion, Internal Audit's work identified a number of opportunities for improving control procedures which
management has accepted and are documented in each individual audit report.

Chief Internal Auditor
June 2018
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4.1

4.2

4.3

BASIS OF ANNUAL OPINION

The audit work that was completed for the year to 31 March 2018 is detailed at the end of the report and lists each audit and individual result
in terms of the audit assurance level and the number of recommendations made. A summary of assurance levels is detailed below. This
shows that 84% of the systems that were given an opinion achieved an assurance level of reasonable or higher (2015 / 2016: 76% and 2016
1 2017: 60%). It is worth noting that the opinion titles and terminology changed in 2016 / 2017 and, although they are broadly comparable to
those used previously, we no longer have the option of a Full Assurance category.

AUDIT ASSURANCE RECOMMENDATIONS MADE
Assurance Levels Issued % Numbers
2015/16 | 2016/17 | 2017/18 | 2015/16 | 2016/17 201718 2015/16 | 2016/17 | 2017/18

Full 0 n/a n/a 0 n/a n/a Low 39 35 30
Substantial / Significant 13 5 1 76 33 5 Medium 56 62 47
Reasonable n/a 4 14 n/a 27 79 High 37 42 31
Limited 3 5 2 18 33 11 Critical 0 0 0

No 1 1 1 6 7 5 141 139 108

17 15 18 100 100 100

In addition to the audits detailed in the above table, further audit work was carried out, including 2 follow-ups, 11 grant reviews, 10 pieces of
consultancy or unplanned work, as well as 7 governance reports. At the year-end 9 audit reviews and 2 follow up were in various stages of
completion and audit opinions relating to these will be reported during 2018 / 2019 as part of the agreed performance reporting timetable to
the Audit Committee.

Corporate Governance

Using the proper practice guidance issued by CIPFA as the basis, Internal Audit reviews the corporate governance framework to confirm that
there is evidence to indicate that policies, procedures and systems are in place for corporate governance to be effective within the Council.
The Council has demonstrated a firm foundation for this and Internal Audit remains of the opinion that the policies, procedures and systems
are generally in place for good corporate governance.
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4.4

4.5

4.6

4.7

Risk Management and Business Continuity

The Risk Management Board was formed during the year which replaced the previous risk management working group. The Board includes
Internal Audit representation and meets to discuss emerging issues and changes in risk both strategically and operationally. Risk registers
are updated by departments each month and the Strategic Risk Register is reported to Audit Committee. The risk management team and
Board/working group have developed a process to cascade the high level risks from Departmental registers to the Strategic register to
ensure a robust reporting mechanism. Additionally Verto (PCC’s project management system) has been developed to be utilised for
recording strategic, operational and project risk. In addition to this a fraud risk register has been produced by internal audit which is going to
be incorporated into future fraud and risk awareness training. The Resilience team continues to lead and co-ordinate risk management
within the organisation.

Key Financial Systems

One or more of the authority’s key financial systems is reviewed every year, based on an assessment of risk. This year, Accounts Payable
has concluded and Accounts Receivable is presently in process of being reviewed. Planned reviews for Payroll and Budgetary Control have
not been undertaken due to available resources but additional unplanned reviews have been undertaken as replacements which have
included Budget Risk assessment against the Medium Term Financial Strategy along with processes to be introduced following the closure
of the cash office. Areas assessed have indicated that reasonable assurance can be given for the reviewed systems.

External Activities

Internal Audit has undertaken a number of reviews under a Service Level Agreements with Vivacity Leisure Trust. The nature of the works
undertaken are confidential between internal audit and the client and are not incorporated into or form part of the Head of Internal Audit
Annual Opinion.

Allegations of Fraud / Irregularity and Breaches of Code of Conduct

Internal audit also includes the investigations team who are responsible for reviewing council tax fraud, corporate fraud, staff misconduct and
Blue Badge fraud. A separate report covering their activity for the year is brought to the Audit Committee alongside this one. There is some
crossover in the work of the investigations team and Internal Audit, particularly where control failures have resulted in alleged corporate
fraud. Work has also concluded with regards to the National Fraud Initiative where Internal Audit review and investigate data matches over a
variety of subject areas. A key focus for the team moving forward is to raise the awareness of the risk of potential fraud within the
organisation with the intention to develop training/e-learning for staff.



114

Annual Audit Opinion 2017 / 2018

4.8

4.9

5.1

5.1.1

Limited and No Assurance reports

The audits listed below have resulted in a limited or no assurance opinion. Where the resultant reports have been issued as a final, executive
summaries are provided within Section 7.

Reports for 16 July 2018
o Materials Recycling Facility
e Blue Badges
e Winyates

Significant Issues
Internal Audit is required to form an opinion on the quality of the internal control environment which includes consideration of any significant

risk or governance issues and control failures which arise. There is nothing additional to report at this stage based on the work undertaken
during the year.

RESOURCING AND PERFORMANCE

Resourcing

During 2017 / 2018, resources were made up as follows:

Chief Internal Auditor 1 post 0.55 FTE
Group Auditor 2 posts 1.46 FTE
Principal Auditor 1 post 0.50 FTE
Senior Auditor 2 posts 1.00 FTE 1 Vacancy (0.8 FTE)
Auditor 1 post 1.00 FTE

TOTAL 4.51 FTE

The audit plan was based on a full establishment with plans to recruit to a vacancy arising from 1 April 2017 and the Chief Internal Auditor to
be 100% Peterborough City Council from September 2017. Recruitment did not take place during the year and the Chief Internal Auditor
continued operating within the shared service arrangement until 31 December 2017 resulting in resources being 0.95 FTE lower than
reported in the original plan for 2017 / 2018.
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5.1.5

5.2

5.2.1

522

5.2.3

524

525

The shared service arrangement with Cambridge City Council and South Cambridgeshire District Council, which has delivered efficiency
savings concluded during the year with the Chief Internal Auditor returning to Peterborough City Council 100% from January 2018. Prior to
this time the Chief Internal Auditor’s full time post was split between the authorities with South Cambridgeshire District Council receiving 20%
of the post and Peterborough and Cambridge both receiving 40%. The average allocation including the contractual changes resulted in
Peterborough receiving 0.55 FTE during the year rather than 0.70 FTE due to the shared service arrangement being extended to December.

In addition to the Internal Audit shared service arrangement the Chief Internal Auditor has management responsibility for the Insurance Team
and the Compliance Team. He also oversees and undertakes reviews for Stage 2 complaints investigations. This time is included within the
0.55 FTE time in 5.1.1.

The level of sickness within the Internal Audit team is reasonably low with 5 days per person reported during the year compared to 3.0 days
per person at the same time last year. Absence was predominantly due to one instance and is also below the corporate target of 8 days.

Performance

Audit days have been delivered to target after deducting the available days due to the reduction in resources. Where reviews were not
delivered, this was due to changes in priority or as a result of reduced resources as detailed in 5.1.1. Contingency time has been carefully
managed to try to deliver as many reviews as possible where additional reviews or requests for consultancy work have been requested. As
the organisation is continually going through a cycle of change, business needs will also change. Some of the previously requested or
planned reviews were found to be no longer appropriate or a priority and have not therefore been undertaken in agreement with the
business. Where reviews are still considered to be pertinent they have been rescheduled to be undertaken during 2017 / 2018 using audit
assessment criteria.

All reports, plans and progress reports have been produced in accordance with agreed timescales and presented to Members via the Audit
Committee. The Annual Governance Statement was reviewed by External Audit without any adverse comments.

Customer feedback remains very positive with continued high levels of satisfaction demonstrated from our annual customer survey which
includes feedback from both management and members. Detailed results are reported in Appendix C. Internal Audit have also provided
services to external customers and positive comments have been received regarding the reviews undertaken. This work has generated
additional funds for the Council.

Where we have received responses to audits, 98% of the recommendations made in 2017 / 2018 have been accepted, against a target of
90%.

Where we have conducted follow-ups, we found that 90% of high and medium priority recommendations that were agreed have been
implemented, against a target of 90%.
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5.2.6

5.2.7

528

An external review of the Internal Audit function against Public Sector Internal Audit Standards was commissioned in 2017 / 2018 as part of a
5 year cycle and the formal report and any associated required actions are awaited. Outcomes will be reported to the Audit Committee
accordingly once finalised.

As part of the teams Code of Ethics, auditors are required to declare any potential conflicts of interests on an annual basis. This process was
further developed during the year and the requirement to record any conflicts of interests has been introduced to each audit review. During
the year there were no instances where audit staff were unable to discharge their responsibilities due to any conflicts of interest.

Internal Audit are continually exploring ways of trying to add value to the organisation by assisting in improving working process within the
team and also within audit activities undertaken. This is also evident from the annual survey recently conducted where the comments we
have received are reflective of the fact that management appreciate our proactive approach. Areas of work worthy of mention include:

e Continuation of audit services provided to external organisations Cambridge and Peterborough Combined Authority and Vivacity
which generate income for the council;

e The team aims to be responsive to the organisations needs and audit activities have been fluid during the year to meet the
changing risk environment with limited resources;

e Working with the Connecting Families Team where there has been a 35% increase in the number of claims from last year, which
have become more complicated in demonstrating outcomes plan meet required criteria to claim PBR monies. Internal Audit have
worked with Connecting Families to enhance their processes and checks so that we can place reliance on data for this year;

e The team has similarly worked closely with the Transport and Environment Team to improve the data capture/analysis processes
and thus data accuracy for Carbon Commitment Reduction. This is with a view to them introducing their own checks as part of their
processes so that more reliance can be placed on that reducing the need for in depth audits;

o Collaborating with other authorities in the effective delivery of audit reviews where discussions were held with the CCC Audit Team
when preparing the 2018 / 2019 Audit Plan and PCC co-ordinated the Materials Recycling Facility Contract Review on behalf of
other Cambridgeshire authorities;

e The development of a new planning approach which is reflective in the 2018 / 2019 Annual Plan resulting in audit activities
continually being assessed to meet the priorities and needs of the council whilst increasing value to the organisation;

e A proactive member of the Cambridgeshire Audit Group (CAMSAG) where audit plans are shared to identify common themes or
areas for joint working. Training requirements are also incorporated into a joint annual training day which continues to demonstrate
value to audit activities as well as being delivered in a cost effective way; and

e Actively being a fore runner on the councils agile working agenda, developing in house processes / systems further as the team
relocates to Fletton Quays In August 2018.
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6. ASSURANCE LEVELS AND RECOMMENDATIONS 2017 /2018

Where audits are “shaded”, these represent those jobs not started or removed from the plan at 31 March 2018.

AUDIT ACTIVITY Department ASSURANCE RECOMMENDATIONS MADE COMMENTARY

LEVEL Critical High Medium | Low Total
CORE SYSTEM ASSURANCE | Core systems are those that are fundamental to providing control assurance for internal financial control and allow the s.151 officer to
WORK make his statement included in the authority’s Annual Statement of Accounts. The External Auditor also places reliance on the work

undertaken by Internal Audit on core systems.

Accounts Receivable

Serco / Resources

IN PROGRESS
A review of billing and debt recovery arrangements.

Initial indication is that additional resource and
monitoring has been introduced to sundry debt
processes to reduce debtor balances.

Budget Risks

All

Non-Opinion

n/a

n/a

n/a

n/a

n/a

COMPLETE - Unplanned

A budget risk register was produced and assessed
against the Medium Term Financial Strategy
(MTFS).

Identification of key risks are now contained within
the MTFS as a result.

Oracle Decommissioning

All

Reasonable

n/a

n/a

n/a

n/a

n/a

COMPLETE - Unplanned Memo

Involvement regarding decommissioning of old main
accounting system, specifically in relation to
payments where no significant issues were
identified.

Accounts Payable

Serco / Resources

Reasonable

10

16

COMPLETE - C/Fwd Review

The review covered the process in place to manage
PO-exempt invoices, Invoices on hold, Access rights
and segregation of duties.
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AUDIT ACTIVITY Department ASSURANCE RECOMMENDATIONS MADE COMMENTARY
LEVEL Critical High Medium | Low Total
CORE SYSTEM ASSURANCE | Continued
WORK
Impact of the Cash Office Serco / Resources Reasonable n/a n/a n/a n/a n/a COMPLETE - Unplanned

Closure

Various areas were reviewed with regards to
proposed processes to be introduced resulting from
the closure of the cash. Feedback and advice was
provided prior to the closure which included petty
cash, cheque handling, invoice barcoding and cash
handling.

Budgetary Control All Removed from the plan — Deferred to 2018/19 in accordance with Internal Audit assessment criteria.
Payroll Resources / Serco | Removed from the plan due to reduced audit days.
HR IT System Serco / Resources / | Removed from the plan as HR IT system modules were not implemented during the year.

Governance
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AUDIT ACTIVITY Department ASSURANCE RECOMMENDATIONS MADE COMMENTARY
LEVEL Critical High Medium | Low Total

ANNUAL GOVERNANCE AND | Each year the Council is obliged to issue a statement on the effectiveness of its governance arrangements. This section details audit

ASSURANCE FRAMEWORK work that specifically relates to the production of the Annual Governance Statement, as well as high level governance reviews.

Annual Governance Statement All Non-Opinion COMPLETE

Review Presented as draft to Audit Committee on 26 June 2017 and final agreed by Audit Committee on 25
September 2017

Senior Management Control All Reasonable COMPLETE

Risk Self-Assessment Internal Audit, in 2017/18 issued each Directorate with an Internal Control and Governance Self-
Assessment in order to come to an opinion on the governance arrangements and internal control
environment within their service. Testing was undertaken to ensure the robustness of the data
supplied. While no adverse comments were received in relation to the controls in place, a number of
areas have been identified as requiring attention and these have been reflected in the Action Plan
within the AGS.
The draft AGS Action Plan was discussed at CMT in April 2018; finalised in May 2018 and included
elsewhere on the agenda in the Statement of Accounts.

Code of Corporate Governance All Non-Opinion COMPLETE
Consultancy advice on the compilation of a new local Code of Corporate Governance and setting up a
governance monitoring framework.

Annual Audit Opinion / Progress All Non-Opinion COMPLETE

Report Annual Opinion presented to Audit Committee on 26 June 2017 and Progress Report presented on 20
November 2017.

Internal Audit Annual Survey All Non-Opinion COMPLETE

An annual survey regarding services delivered by the Internal Audit Team during 2018 and any
emerging strategic requirements. See Appendix C for detailed information.
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AUDIT ACTIVITY Department ASSURANCE RECOMMENDATIONS MADE COMMENTARY
LEVEL Critical High Medium | Low Total
ANNUAL GOVERNANCE AND | Continued
ASSURANCE FRAMEWORK
Planning Approach and All Non-Opinion COMPLETE - Unplanned
Emerging Themes An additional report to Audit Committee on 12 February 2018 outlining a new audit planning approach
and assessment tool to be utilised when preparing the 2018/19 Annual Plan
Annual Audit Plan & Strategy All Non-Opinion COMPLETE
Establishment of the future plans for 2018 / 2019. Presented to Audit Committee on 26 March 2018,
along with updated Code of Ethics and Audit Charter.
Internal Audit Effectiveness All Non-Opinion COMPLETE
A review of the internal audit service against the new Public Sector Internal Audit Standards has been
undertaken by way of a self-assessment and supporting information to demonstrate how the standards
are achieved. This has been utilised by an external assessor to evaluate compliance and help to keep
costs of the review reasonable. The external review has finished and the formal report is awaited.
Audit Committee Effectiveness All Reasonable COMPLETE
A best practice review of the Audit Committee was undertaken against a good practice model, which
found the committee to be compliant. Reported and approved by Audit Committee on 26 March 2018
Annual Investigation Report All Non-Opinion COMPLETE
Annual Audit Opinion presented to Audit Committee on 26 June 2017.
Information Governance All Non-Opinion ONGOING
Liaison and strategic overview as part of the Information Governance Group. Key focus areas to date
have been data storage, retention of documents and the implications of the Data Protection Act 2018.
Risk Management All No-Opinion ONGOING

Involvement in risk working group/board and any emerging issues
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AUDIT ACTIVITY

Department

ASSURANCE
LEVEL

RECOMMENDATIONS MADE COMMENTARY

Critical High Medium | Low Total

ANTI FRAUD CULTURE

The Councils approach to assessing the controls and mitigating the risk of fraud.

National Fraud Initiative

All

Reasonable

COMPLETE

A review of data matches from the NFI| exercise to include liaison with other authorities and external
bodies. Examples of data sets include: Payroll, Blue Badges, Concessionary Travel, Right to Work,
Personal Budgets, VAT, Housing etc.

The majority of data matches have identified data quality issues rather than instances of fraud. This
was particularly notable with regards to Concessionary Travel and the Housing Waiting List. Work is
ongoing in improving data quality and an NFI Strategy has been developed to assist in this process in
readiness of the next data capture due in October 2018.

Where matches revealed irregular activity, mainly due to matching Housing benefit claims to
student loans, approximately £9,000 has been identified for recovery. For further details please
refer to the Annual Investigations report.

Serious and Organised Crime

All

The Serious and Organised Crime (SOC) report was issued in December 2016 and makes various
recommendations on the key areas subject to risk of organised crime. A collaborative approach is
recommended and selected aspects of the report are to be reviewed:

Deferred to 2018/19

Facilitation of a self-assessment anti-fraud health check — High level review of the SOC check list
covering a range of areas such as Strategy, Communication, Data Sharing, Risk Management.

In Progress

Review of Passenger Transport procurement and contract management arrangements — to include
responsibility for DBS and safeguarding both at contract procurement and subsequent monitoring
during the contract life.

Deferred to 2018/19

Taxi Licensing — Processes for the issuing of taxi licenses to include safeguarding and changes in
licensing arrangements. To be undertaken in 2018/19 due to operational needs.

In Progress

Gifts and Hospitality — Officer, Partners and Member External Interests Register — Covering the
processes in place to protect against ‘Insider Threat’ aspects of the SOC report.
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AUDIT ACTIVITY Department ASSURANCE RECOMMENDATIONS MADE COMMENTARY
LEVEL Critical High Medium | Low Total

ANTI FRAUD CULTURE Continued

Fraud Register All Non-Opinion COMPLETE
Facilitation of the development of a fraud risk register — A fraud register has been produced and
presented to Corporate Management Team. This will form part of Fraud Awareness E-Learning during
2018/19 with a view to integration into operational risk registers.

Corporate Fraud Policies All Non-Opinion COMPLETE

New / updated policies have been established for Anti-Fraud and Corruption Strategy and an
associated Policy; together with the Anti Bribery Policy; Money Laundering Policy; and the Council Tax
Reduction Scheme Prosecution Policy. These were presented to Audit Committee on 26 March 2018.

Unplanned

Corporate Criminal Offence legislation came into force in September 2017. Review undertaken as a
self-assessment against standards and actions to ensure compliance.

9%
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AUDIT ACTIVITY

Department

ASSURANCE
LEVEL

RECOMMENDATIONS MADE

Critical

High

Medium

Low

Total

COMMENTARY

DELIVERING COUNCIL SERVICES THROUGH NEW WAYS OF WORKING

Internal Audit provides support to Council and Directorate objectives by testing the effectiveness of controls designed to mitigate identified risks

Strategic Partnerships Growth and Reasonable 0 1 2 1 4 COMPLETE
Regeneration A review of Skanska partnership management
arrangements.
Strategic Partnerships Growth and IN PROGRESS
Regeneration A review of NPS partnership governance
arrangements.
Programme / Project People and Reasonable 0 2 0 0 2 COMPLETE
Management Communities . .
A review of project governance arrangements for
Nene Park Academy Project to include compliance
with corporate processes. Project management was
found to be generally good with areas for
enhancement around reporting to the project Board.
Contracts Growth and Limited 0 9 8 1 18 COMPLETE

Regeneration

Materials Recycling Facility — A review of contract
arrangements to include data collection, performance,
income sharing. A joint exercise being undertaken
with other Cambridgeshire authorities which is being
co-ordinated by Peterborough. See Appendix B for
further details.

Commercial Activities

Growth and
Regeneration

IN PROGRESS.

A review of governance arrangements for the
Peterborough Investment Partnership.
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AUDIT ACTIVITY

Department

ASSURANCE
LEVEL

RECOMMENDATIONS MADE

Critical

High

Medium

Low

Total

COMMENTARY

STRATEGIC AND OPERATIONAL RISKS

Internal Audit provides support to Council and Directorate objectives by testing the effectiveness of controls designed to mitigate identified risks

Registrars

Resources

Substantial

n/a

n/a

n/a

n/a

n/a

COMPLETE.

A review of certificate stocks and finances as part of
the HMG Security Policy Framework showed that
effective controls and processes are in place.

Leighton Primary School

People and
Communities

Reasonable

COMPLETE

Internal audit reviewed arrangements in place for key
controls, building access, cleaning procurement,
usage and stock control.

City College

People and
Communities

Reasonable

COMPLETE

The review was to provide assurance on key themes
within the organisation to include Corporate
Governance, Financial Governance, Value for money
through procurement and commissioning works and
Asset Management.

Winyates Follow Up

People and
Communities

No

11

23

COMPLETE

Report responses received to an in depth follow-up of
a previous audit. Action points have already been
followed up and are in progress.

Health and Safety

IN PROGRESS - Unplanned

A review of Health and Safety internal governance
arrangements.

Information Governance —
Freedom of Information

Governance

IN PROGRESS

A review of our compliance with ICO requirements
focussing on information governance.
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AUDIT ACTIVITY Department ASSURANCE RECOMMENDATIONS MADE COMMENTARY
LEVEL Critical High Medium | Low Total
STRATEGIC AND OPERATIONAL RISKS - Continued
Carbon Reduction Commitment Growth and COMPLETE
Regeneration . .
- Norfolk Property Reasonable 0 0 1 3 4 As part of the verification work, process
Services improvements were identified within energy
- Transport and management (NPS) and the capture and analysis of
Environment Reasonable 0 0 0 5 5 energy data (Transport and Environment Team).
Energy Management System Growth and Non-Opinion COMPLETE

Regeneration

Consultancy advice regarding SystemsLink and associated business case. An operational decision was
made not to pursue the new system.

PCI DSS Compliance

Resources / Serco

Non-Opinion

0

0

0

4

COMPLETE - Unplanned

A review of PCC's compliance with the self-
assessment aspect of the standard. Information for
management.

Financial Rules Resources IN PROGRESS
Initial work has been undertaken along with
feedback/advice. Audit activities will continue as the
organisation progresses through the review of the
policy.

Mayor’s Charity Governance Annual Audit | COMPLETE - Unplanned

Annual audit of the Mayor’s Charity Fundraising Accounts
Highways Asset Management Resources Removed from plan — no longer required.

System

Review of data quality and completeness of the Asset Management Valuation Toolkit. The toolkit was suspended by central

government
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AUDIT ACTIVITY

School Places

Department

People and
Communities

ASSURANCE RECOMMENDATIONS MADE COMMENTARY
LEVEL

Critical High Medium | Low Total

Removed from plan — no longer required.
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GRANT Department ASSURANCE | COMMENTARY
LEVEL
GRANTS AND OTHER Certification of claims in relation to UK and European funding requirements

CERTIFICATION

Bus Service Operators 2016 / Growth and Certified COMPLETE
2017 R ti . . . . .
0 egeneration A grant to support bus services, including community transport services.
Local Transport Funding Grant Growth and Certified COMPLETE
2016 /2017 Regeneration This grant is used by local authorities for small transport improvement schemes costing less than £5
million and also for planning and managing the road networks
Local Sustainable Transport Growth and Certified COMPLETE
t 2016 /2017 R ti - .
Grant 2016 /20 egeneration A scheme to help local authorities to cut carbon emissions and create local growth
Disabled Facilities Grant 2016 / People and Certified COMPLETE
2017 iti . . . . - .
0 Communities Non ring-fenced capital funding towards Disabled Facilities grants that PCC can award to disabled
clients for necessary housing alterations.
Connecting Families People and Certified COMPLETE
Communities . . . L . . .
Results based funding to support families meeting certain criteria. Verification of a sample of claims
prior to all four of the claim submissions in 2017/18, and a review of Outcomes Plan and procedures.
NCLT Grant 2017 — People and Certified COMPLETE - Unplanned — Chargeable Works
Phoenix School Communities The National College for Leading and Teaching Grant 2017 — Work undertaken includes certification of
bursaries, school to school support and core grant funding.
NCLT Grant 2017 — People and Certified COMPLETE - The National College for Leading and Teaching Grant 2017 — Work undertaken includes
Communities certification of bursaries, school to school support and core grant funding.
Hampton Hargate School
Carbon Reduction Commitment Growth and Annual COMPLETE
Regeneration Certification

Annual data validity audit and a review of changes to methodology with regards to a new automated
system for data collection. Memos issued in relation to processes are detailed within Strategic and
Operational Risks.
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Communities

Junction 20 Growth and Audit COMPLETE - Unplanned
h Verificati
Regeneration erification Verification of grant funds awarded through the Growth Deal Programme and appropriateness of
funding application prior to third party certification.
Bourges Boulevard Phase 1 Growth and Audit COMPLETE - Unplanned
Regeneration Verification Verification of grant funds awarded through the Growth Deal Programme and appropriateness of
funding application prior to third party certification.
GRANT Department ASSURANCE | COMMENTARY
LEVEL
Direct Debit Competition Resources / Serco Audit COMPLETE - Unplanned
Verification S . . -
Adjudication and verification of the competition draw process.
Rogue Landlords Grant. People and n/a No longer Required.

New funding to help councils tackle rogue landlords who let out substandard homes.

Combined Authority

1 review has been completed during the year.

Vivacity

9 reviews are completed or in progress for this external client.
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AUDIT ACTIVITY

Department

CARRY FORWARD ACTIVITIES

ASSURANCE

LEVEL

RECOMMENDATIONS MADE

Critical High Medium

Low

Total

COMMENTARY

Highways Asset Resources Reasonable 0 0 2 1 3 Complete

Management System A review of the Highways Network Asset Code prior
to the CIPFA/LASAAC Code Board withdrawing the
scheme.

Information Governance Governance Reasonable 0 4 8 5 17 Complete
A review using the Information Commissioner’s
Office online self-assessment

Blue Badges Resources Limited 0 0 4 1 5 Complete
A review of the processes for issuing and cancelling
permits. See Appendix B

Cyber Security Resources / Serco In progress

Findings from an external review are being evaluated
by Serco ICT and PCC prior to Internal Audit
determining what further action should be
undertaken.
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AUDIT ACTIVITY Department ASSURANCE | RECOMMENDATIONS MADE COMMENTARY
LEVEL
Critical | High | Medium | Low | Total
OTHER RESOURCE PROVISION
Continued
FOLLOW UP PROVISION
Local Offer People and N/A n/a n/a n/a n/a n/a Complete
Communities Management action plan has been implemented and
is regularly monitored
Carbon Reduction Growth and N/A n/a n/a n/a n/a n/a Complete
Commitment Follow-up Regeneration
Information Governance — Governance In Progress
Follow up Action plan progress review for the 17 recommendations accepted within the previous audit report.
Schools Statutory Testing People and In Progress

Communities / NPS

Blue Badge Follow-up Growth and Deferred to 2018/19
Regeneration
Statutory Testing follow - up | Growth and Deferred at the request of Department due to internal review of operational processes

Regeneration / NPS
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AUDIT REPORTS ISSUED: OPINION OF LIMITED ASSURANCE OR NO ASSURANCE

APPENDIX B

AUDIT ACTIVITY ASSURANCE RATING DATE TO AUDIT COMMITTEE
1. Materials Recycling Facility Contract Review Limited 16 July 2018
2. Blue Badges Limited 16 July 2018
3. Winyates Primary School No 16 July 2018
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1...MRF CONTRACT REVIEW: Executive Summary
Introduction

This is an unplanned audit, which was performed at the request of the Cambridge and Peterborough Waste Partnership. It follows concerns raised by
the contractor, Amey LG, regarding the long term financial viability of the materials recycling facility contract at Waterbeach, and their subsequent
requests to alter the payment mechanism.

The audit was performed collaboratively, with the involvement of auditors from a number of the councils who are party to the contract. It was co-
ordinated by Peterborough City Council.

Background

The Cambridge and Peterborough Waste Partnership (RECAP) work together to improve waste services, increase recycling rates and reduce waste.
As part of this, some members of the partnership (Peterborough City, Cambridge City, South Cambridgeshire District, Fenland District, East
Cambridgeshire District and Huntingdon District Councils) have contracted individually with Amey LG Ltd for the provision of transportation, sorting
and onward sale of recyclable materials at a materials recycling facility (MRF). Councils are charged a gate-fee, and they receive 50% of the sales
income that Amey achieve, both based on the weights of the various types of waste delivered.

Each council entered into the contract at different dates between 2014 and 2016, and the contract period ends in August 2019, with an option to
extend for five years. Cambridgeshire County Council pay recycling credits to the District and City councils (all except Peterborough City), again
based on the weight of waste delivered.

Objectives and Scope

The purpose of the audit was to review the operation of the contract under the Section 16 - Open Book Accounting terms. The overall aim was to
ensure that Amey are accurately reporting material flows into and out of the facility, and using this information to accurately calculate the income
share and charges due to the councils under the terms of the contract. In particular we sought to determine the following:

Input sampling process
o Whether sampling is representative of the materials delivered; proportions of different types of waste are calculated accurately; and source
documentation matches the information reported on the monthly RECAP reports.

Output sales
o Whether average sales prices are being calculated accurately and with reference to actual sales prices; sales prices achieved are in line with
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industry averages; income share is being calculated accurately for all recyclable materials; sorted materials are going to the organisations
stated on the monthly report.

Performance Indicators
o Whether the target is being met for the Recycling Performance indicator.

The scope covered recycling data provided by Amey covering the period April 2016 to June 2017 for all RECAP members. This data showed that a
total of 96,313 tonnes of waste was processed on behalf of RECAP for the period reviewed, at a net cost of just over £1 million. The review did not
cover contract management processes or any environmental aspects.

This audit was conducted in accordance with proper audit practices, which are set out in the Public Sector Internal Audit Standards
(PSIAS). The audit was planned and performed so as to obtain all relevant information and sufficient evidence to express an opinion.

Conclusion and Opinion

Our review of the MRF contract was financially focused, concentrating on the data and source documentation on which Amey base their charges. A
significant number of issues were found and detailed recommendations have been made. We are aware that a consultant was engaged to
investigate other operational issues and facilitate discussions between RECAP members and Amey; the aim being to review options and find a way
forward that provides value for money for RECAP members and a financially viable solution for Amey. An overview of our findings has already fed
into this.

Whatever the outcome, it is crucial that sufficient contract management resource is available going forward to ensure that appropriate checks and
balances are in place. Not only to confirm that charging is accurate, but to ensure that councils meet their own environmental aims and to satisfy their
obligations to report against national indicators on waste.

The audit opinion is Limited Assurance.
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2...BLUE BADGES: Executive Summary
Introduction

This Audit forms part of the 2017/18 plan and was included following a number of issues being found whilst carrying out routine National Fraud
Initiative work.

Objectives and Scope
The purpose of the audit was to ensure that:

Blue badge applications are assessed & approved and badges are only issued to eligible people.

The appropriate administration fee is paid for each badge.

BBIS is maintained and updated on a regular basis and Info@work holds all relevant and current documents.
Arrangements for changes of circumstances / return of badges are in place

The scope covered the review of the blue badge application process and establish whether robust procedures & processes are in place and being
followed.

Main Findings

At the time of the audit we found there were no formal, written procedures setting out how applications should be assessed and processed, although
a flowchart ‘Procedure for Approving Blue Badge Applications’ was in place.

Some applications were found to have been processed and badges issued without supporting documentation or appropriate assessment.

A lack of evidence to support processes around management overview of applications: and segregation of duties was identified along with details not
being maintained of who has collected badges or whether old ones have been returned prior to the issue of any renewals.

We were also unable to establish what action is taken to actively recover badges when the authority becomes aware that a badge holder has passed
away.

Conclusion and Opinion

Blue badge administration has been moved around the Authority over the last couple of years, with a transfer to parking services in 2015 and



69

Annual Audit Opinion 2017 / 2018

regulatory services last year. With each move there has been a lead in time for management to gain knowledge and understanding whilst overseeing
a range of other services, during which time reliance has been placed on the capability and experience of the existing staff.

Blue badges as part of Regulatory Services sits within City Services and Communications Division. The service covers such diverse work areas as
taxi enforcement, licensing, business regulation and trading standards. Management explained that when considering all the services provided by the
section they believe there are areas of significantly higher risk than blue badges, where the key risks are around health and safety and personal
security.

This has been reflected in the priority given to the observations, mainly in recognition of the timescale of delivery rather than the level of control
weakness.

Audit consider improved management information will benefit the Blue Badge service by showing the Organisation how it is performing, where
pressures lie and how they are distributed, enabling management to take a closer look at individual processes and potentially make efficiencies.

Audit see this review as an opportunity to clarify processes, produce documented procedures for future guidance and generally improve controls
within the blue badge system.

The audit opinion is Limited Assurance.
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3...WINYATES SCHOOL.: Executive Summary
Introduction

An unplanned audit was conducted in July 2014 at the request of Winyates Primary School over a number of concerns, including significant delays in
paying its invoices, and failure to produce accounts for its private funds (also known as the School Fund). Invoice payment delays had resulted in
warning letters threatening discontinuation of services, and in one case legal action. The audit took place with the Finance Manager absent due to
suspension, and the Executive Headteacher absent through illness. The audit found significant issues, in particular relating to the school’s
procurement practices. The school’s scheme of financial delegation was unclear, and did not reflect the management structure in place. Issues were
discussed with the Executive Headteacher and School Leader, and the school was issued with a draft audit report in November 2014. This resulted in
a no assurance rating, with 28 recommendations made to improve processes and controls. Management provided an action plan in July 2015 to
address the issues raised, and this was incorporated in the final version of the report.

Objectives and Scope

A new audit was conducted during 2016/17. The purpose of the audit was to:
e Ascertain whether actions agreed in the final audit report had been implemented
o Establish whether satisfactory controls exist within, and the extent of compliance with, the school’s finance processes
e Assess compliance with PCC’s Scheme for Financial Management for Schools, including the Supplementary Financial Regulations.

The scope covered ordering and payments, with particular focus on purchasing methods and timeliness of payment; examination of the school’s bank
accounts; and examination of the School Fund.

Main Findings

The main findings from the audit were:

e The school’s management structure is still not adequately reflected in the Terms of Reference of the Finance Premises & Personnel
Committee (FPPC), and any financial approvals given by holders of the School Leader post appear to be invalid as a result.
The Financial Administration Document does not provide a satisfactory description of the school’s expected financial procedures.

e The School Fund bank accounts (i.e. voluntary funds) have been closed down, and balances transferred to the school's main account.
However no balance sheets have been produced to cover transactions from Sept 2013 onwards.

e Only just over half of the value of cheques issued from the e1 finance system were covered by purchase orders (POs). This meant that
financial commitments were often not recorded against the budget at the time that goods or services were ordered.

e There appears to have been significant improvement in the timeliness of invoice payment since the last audit.
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o Governors’ minutes showed no evidence of discussion or approval of two purchases in excess of £10k, although this was required under the
school's scheme of financial delegation. It is therefore unclear whether governors were aware of, or discussed and approved, these
purchases. It is understood that there have been concerns over the quality of minutes prior to the appointment of the current clerk, and it may
be the case that these purchases were discussed and approved, but had not been minuted.

o Six new Government Procurement Cards (GPCs) had been ordered, but had not arrived by the time of the audit visit. The Executive
Headteacher’'s GPC had continued to be used by multiple officers. Under the council’s Scheme for Financial Management of Schools, the
Governing Body is responsible for approving cardholders, any expenditure limits, and what cards may be used for. However this did not
appear to have taken place.

Conclusion and Opinion

To some extent, given the number of recommendations made previously, it is understandable that not all recommendations and agreed actions from
the last audit had been fully implemented. A School Business Manager (SBM) was appointed from December 2014 to replace the vacant Finance
Manager post. The SBM came from a banking background and understands the needs for effective internal controls, but has not previously worked in
a school. It will have taken time for them to get to grips with school processes, and any inherited backlog of work. Nonetheless, the school’s overall
progress in implementing recommendations from the last audit has been disappointing. Of 14 recommendations rated high priority in the last audit
report, 9 had either not been implemented or little progress had been made since the issues were first discussed with senior management. Not all
recommendations can be implemented by the SBM without the necessary decision-making or guidance from senior management and governors.
Review of governors’ meeting minutes, found very little evidence of discussion of the issues requiring their attention.

During the audit, instances were found where purchase approval decisions required from the FPPC, could not be found in governors’ meeting
minutes. It is unclear whether this issue relates to a failure in minuting, or compliance within school. It is important that the full Governing Body (FGB)
clarifies their scheme of financial delegation, taking into account the current managerial structure at the school, and that this is documented. The FGB
may like to consider appointing a Responsible Officer to undertake periodic compliance checks to ensure that all decisions requiring governors’
approval have been referred to governors at the correct time, with sufficient appropriate evidence to allow those decisions to be made.

The audit opinion remains No Assurance, in relation to the areas examined.

Since this review concluded further follow up work has been undertaken with regards to the schools action plan to audit recommendations
which is in the process of being reviewed / evaluated.
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APPENDIX C
Internal Audit Survey of Managers and Members
Introduction

During March 2018 Internal Audit undertook an annual survey as required within the Public
Sector Internal Audit Standards (PSIAS) and to also evaluate the organisations view of our
performance during the year and strategic needs. Individuals surveyed included:

e Directors and Heads of Service;

e Councillors including the Leader of the Council, Members of the Audit Committee and
Cabinet Member for Resources

e Other selected managers with whom we have frequent contact;

o Staff from partnership and external organisations such as Serco, Vivacity and Schools

There were 17 respondents in total, amounting to 31% of those contacted.

Overall the response was very positive, with the majority of our services regarded as Critical
or Important and our performance rated as Excellent or Good by many.

Responses continue to indicate that Internal Audit are seen in a traditional role, with
compliance auditing, fraud investigations and finance being seen as important aspects of our
work. However 94% of respondents are recognising the need for internal audit to be evaluating
if risks are being identified and managed which supports the risk management process within
the organisation. This indicator has had a % shift in weighting to Critical from important since
the previous survey. This said we need to further evaluate how we can raise the profile of the
work that internal audit undertakes as there is still some indication that this is not understood.
This will be explored further through Departmental Team meetings.

Some new areas were explored within the survey this year with regards to the view of internal
audit as a business partner, ethics and values promoted within the organisation and
subsequent breakdown of controls in areas reviewed. Similarly positive results were received.
Please see the full results of the survey detailed below.

Conclusion

Whilst we clearly carry out work that is valued, we need to continue to do more to raise
awareness and understanding across the council. Professional audit standards and statute
dictate that our role has moved away from purely compliance and finance related work to one
of risk based assurance covering the whole governance, risk and control framework of an
organisation. It is therefore encouraging to see that there has been greater recognition of this
this year which is something to build on with the organisation moving forwards. Whilst the
survey indicates that high importance and value is placed on our traditional areas of work, it
is considered to be a success of the service that internal audit is considered as a business
partner contributing to new initiatives as well as providing insight and foresight over and above
the core work programme.
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Peterborough City Council Internal Audit Survey March 2018

1. Internal audit can provide a range of different types of audit in order to Critical | Important | Optional Not Not
have a positive impact on Governance, Risk and Control. Each type has a Required Known
different purpose, as described below. Please rate each type in terms of how

important you feel they are to the Council.

Compliance reviews to ensure policies / procedures / laws are followed 11 (65%) 6 (35%) 0 0 0
Risk based audits to determine if risks are being identified and managed. 10 (59%) 6 (35%) 1 (6%) 0 0
Consultancy work to advise on controls within new or changing operations 1 (6%) 11 (65%) 4 (23%) 0 1 (6%)
Value for money reviews to evaluate economy and efficiency 3 (18%) 10 (59%) 4 (23%) 0 0
System based audits to evaluate the effectiveness of controls 5 (29%) 10 (59%) 2 (12%) 0 0
Follow-ups to monitor the implementation of recommendations 5 (29%) 8 (47%) 4 (24%) 0 0
Investigation into allegations of fraud, corruption and impropriety 14 (82%) 3 (18%) 0 0 0
Grant certification to ensure monies are spent according to grant requirements 7 (41%) 8 (47%) 2 (12%) 0 0
Proactive detection of fraud to enable its investigation 8 (47%) 8 (47%) 1 (6%) 0 0
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2. The scope of Internal Audit's work covers all council activities. Some Critical Important Optional Not Not
key activities that we cover are listed below. How important do you feel Required Known
our work is in each of these areas?

Financial processes — eg payroll, income and payments systems 10 (59%) 6 (35%) 0 0 1 (6%)
Financial processes — eg payroll, income and payments systems 10 (59%) 6 (35%) 1 (6%) 0 0
Schools — financial processes, contracts and procurement, IT and data security 3 (18%) 10 (59%) 2 (12%) 0 2 (12%)
Projects and Programmes — management of budgets and deliverables 6 (35%) 7 (41%) 1 (6%) 1(6%) 2 (12%)
Contracts and Procurement — tendering and managing contracts, buying goods and 6 (35%) 9 (53%) 0 1(6%) 1(6%)
services

Shared Services, Partnerships and Joint Ventures — governance and financial 7 (44%) 7 (44%) 1 (6%) 0 1(6%)
arrangements

Risk Management — policy and process of identifying and assessing risks 9 (53%) 7 (41%) 1(6%) 0 0
Information Governance — management and security of data 7 (41%) 8 (47%) 1(6%) 0 1(6%)
Other Services and Governance— any service that the council provides, or activity it 2 (13%) 10 (67%) 3 (20%) 0 0
undertakes in the provision of services.

Contracted out activities — our management of major contracts such as Serco, 6 (38%) 7 (44%) 2 (125) 0 1(6%)

Skanska etc
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3. As customers of Internal Audit, how do you rate our performance in the Excellent Good | Adequate Poor Not
following areas? Known
The extent to which we raise awareness of the work of Internal Audit 3 (18%) 7 (41%) 3 (18%) 1 (6%) 3 (18%)
How well we engage with your management teams 4 (23%) 7 (41%) 2 (13%) 0 4 (23%)
The quality of the relationship between auditors and your staff 6 (35%) 8 (47%) 1(6%) 0 2 (12%)
How responsive we are to your requests 6 (35%) 8 (47%) 1 (6%) 0 2 (12%)
The timeliness of our work 4 (23%) 9 (53%) 2 (12%) 0 2 (12%)
Keeping you up to date with progress 4 (25%) 7 (44%) 3 (19%) 0 2 (12%)
The alignment of our work to business need 4 (23%) 9 (53%) 2 (12%) 0 2 (12%)
The alignment of our work to identified risks 4 (25%) 8 (50%) 2 (12%) 0 2 (13%)
The opportunity you have to contribute to the annual planning process 8 (47%) 4 (23%) 2 (12%) 0 3 (18%)
The opportunity you have to contribute during an audit review 6 (35%) 6 (35%) 2 (12%) 0 3 (18%)
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4. Based on your contact with audit team members over the last year, how Excellent Good | Adequate Poor Not
do you rate them on the following attributes? Known
Unbiased, objective attitude 8 (47%) 6 (35%) 0 0 3 (18%)
Professional integrity 10 (59%) 4 (23%) 0 0 3 (18%)
Knowledge of your area of work 5 (29%) 7 (41%) 2 (12%) 0 3 (18%)
Understanding of risks in your area 4 (23%) 9 (53%) 1 (6%) 0 3 (18%)
Constructive and stimulates challenge 3 (18%) 10 (59%) 1 (6%) 0 3 (18%)
Forward thinking 5 (29%) 8 (47%) 0 0 4 (23%)
Confidentiality 8 (47%) 6 (35%) 0 0 3 (18%)




8.

5. The final product of our work is usually a formal report, but it can also Always | Frequently | Sometimes Rarely Not
be a less formal written response such as an email or memo or verbal Applic
feedback. How often do we meet the following standards?

Reports / responses are clear and easily understood 11 (65%) 2 (12%) 0 0 4 (23%)
Reports / responses are factually accurate 10 (59%) 3 (18%) 0 0 4 (23%)
The format of the report / Response is appropriate 10 (59%) 3 (18%) 0 0 4 (23%)
The length of the report / response is appropriate] 9 (53%) 4 (23%) 0 0 4 (23%)
Our control issues/findings are appropriate and supported by adequate evidence 8 (47%) 5 (29%) 0 0 4 (23%)
Recommendations are relevant, practical, commercial and proportionate 7 (41%) 6 (35%) 0 0 4 (23%)
Our recommendation gradings help you to prioritise your action plan, improve business 8 (47%) 4 (23%) 0 0 5 (29%)
processes and meet strategic objectives

Our audit opinions are helpful to you 10 (59%) 4 (23%) 0 0 3 (18%)
Your comments are accurately reflected in the report 8 (47%) 4 (23%) 0 0 5 (29%)
Reports / responses are issued in a timely manner 10 (59%) 4 (23%) 0 0 3 (18%)
Reports / responses are issued to the right people 11 (65%) 3 (18%) 0 0 3 (18%)




6.

6. How do you rate the value of our work to your team and Council as
a whole?

Agree

Partially Agree

Do not Agree

Not Applicable

Senior Managers understand and fully support the work of internal audit 13 (81%) 3 (19%) 0 0
Internal audit has a positive impact on the governance, risk management, and the 14 (88%) 2 (12%) 0 0
system of control of the organisation

There have not been any significant control breakdowns or surprises in areas that 12 (75%) 2 (12%) 0 2 (13%)
have been positively assured by internal audit

Internal Audit activity promotes appropriate ethics and values within the 15 (94%) 0 0 1 (6%)
organisation

Internal Audit provides insight and foresight over and above the core work 7 (44%) 8 (50%) 0 1 (6%)
programme

Internal Audit is viewed as a business partner, with advice being sought along with 13 (81%) 3 (19%) 0 0

participation in new initiatives
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AUDIT COMMITTEE AGENDA ITEM No. 6

16 JULY 2018 PUBLIC REPORT

Report of: Pete Carpenter, Acting Director of Corporate Resources

Cabinet Member(s) responsible: | Councillor Seaton, Cabinet Member for Resources

Contact Officer(s): Steve Crabtree, Chief Internal Auditor Tel. 384 557

| FRAUD AND INVESTIGATIONS ANNUAL REPORT 2017 / 2018

RECOMMENDATIONS

FROM : Steve Crabtree, Chief Internal Auditor Deadline date : N/ A

It is recommended that Audit Committee:
1.

Receive, consider and endorse the attached annual report on the investigation of fraud and
other issues during 2017 / 2018.

1.1

2.1

2.2

4.1

ORIGIN OF REPORT

This report is submitted to Audit Committee as a scheduled report on fraud and irregularity
in accordance with the established Work Programme.

PURPOSE AND REASON FOR REPORT

The Terms of Reference for the Audit Committee (agreed at Full Council) set out the key
roles of the Committee including the following 2.2.1.13

“To monitor council policies on “raising concern at work” and the anti-fraud and anti-
corruption strategy and the Council’s complaints process”.

The purpose of this report is to present the work carried out during the past year to minimise
the risk of fraud, bribery and corruption occurring in the Council.

TIMESCALE

Is this a Major Policy Item/Statutory Plan? | NO If yes, date for Cabinet -

BACKGROUND AND KEY ISSUES

The public is entitled to expect the Council to conduct its affairs with integrity, honesty and
openness and demand the highest standards of conduct from those working for it. In
addressing this expectation, the Council has shown its commitment with a dedicated
Investigations team which is tasked with reviewing and investigating allegations of fraud
and impropriety, breaches in codes of conduct and high level complaints.
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4.2

4.3

5.1

6.1

7.1

8.1

10.

10.1

1.

Audit Committee in March 2018 received an update on the strategic approach adopted by
the Council in relation to tackling fraud, together with a review of a number of the policies.
Best practice checklists and a report from the accountancy professional body, CIPFA, was
also provided in relation to fraud.

The attached report provides an overview of the work undertaken during the year
demonstrates the success of the team and provides an insight into how this service will
continue to operate.

CONSULTATION

This report has been issued to the Director of Governance and Acting Director of Corporate
Resources for consideration.

ANTICIPATED OUTCOMES OR IMPACT

That the Audit Committee is informed of the proactive measures taken across the
organisation to tackle and prevent fraudulent activity. Furthermore, this will assist in the
development of future policies and procedures and allow the Committee to support this
important function.

REASON FOR THE RECOMMENDATION

To enable the Audit Committee to continue to monitor the Council’s approach to the areas
dealt with by the team

ALTERNATIVE OPTIONS CONSIDERED

The option is not to present a report into fraud and the activities undertaken. This could
result in a lack of awareness.

IMPLICATIONS
Financial Implications

The Council will become more fraud aware and will continue to consider the risks and
consequences. Fraud is unacceptable and requires a well thought through approach. The
presumption must be about preventing fraud by designing systems to stop it happening in
the first place but where it occurs, there should be an equal presumption that its perpetrators
will face tough action. This can only serve to increase the standards of conduct across the
Council.

BACKGROUND DOCUMENTS

Used to prepare this report, in accordance with the Local Government (Access to Information) Act 1985
None
APPENDICES

Appendix A:  Annual Fraud report 2017 / 2018
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Introduction

The council is committed to providing an effective counter fraud service which is supported by
efficient policies and sanctions for those that offend. Combating fraud is the responsibility of
everyone in the council and by ensuring that effective measures are in place to prevent, detect,
investigate and report fraud we can ensure that public money is spent where it should be, on services
for the community.

Failure to investigate fraud will see money leaving the council by way of fraud or error and failure to
tackle this effectively could lead to qualified subsidy claims and loss of revenue for the Council. It is
therefore important to demonstrate that resources are focussed on fraud reduction and to identify,
investigate and rectify administrative weaknesses in order to assure Members and the general public
of the quality and integrity of investigations.

On 1 December 2014, 2 officers from the Compliance Team within the Governance Department
transferred to Internal Audit. This brought together knowledge to investigate fraudulent activity and
was a response to the separate transfer of officers to the Department for Works and Pensions (DWP)
as part of its establishment of a Single Fraud Investigation Service (SFIS) to cover benefit fraud. The
new team’s remit also includes the investigations of disciplinary matters, blue badge misuse and
Stage 2 Corporate Complaints against the Council.

Peterborough City Council has policies and procedures in place which provide a framework to
counter fraud work, which include:

¢ Employee Code of Conduct;

e Disciplinary Policy;

e Member’'s Code of Conduct;

o Contract Standing Orders and Financial Regulations;

¢ Regulation of Investigatory Powers Act and procedures;
o Whistleblowing Policy;

e Anti-Bribery Policy; and

e Various Sanctions and Prosecution Policies.

This report documents the Council’s response to fraud during 2017 / 2018, and is presented to the
Audit Committee in order to discharge its responsibility, as reflected in its terms of reference ‘Council
policies on "raising concerns at work" and the anti-fraud and anti-corruption strategy and the council's
complaints process'.

The Internal Audit, Insurance and Investigations team is responsible for leading on the Council’s
response to the risk of fraud. The work of the team has focused on four main areas during the year,
namely:

National Fraud Initiative;

Council Tax;

Referrals and investigations through the Council’'s Fraud and Corruption Strategy; and
Proactive work

The report sets out details of:

e The national position in relation to tackling fraud;

o Steps taken by Peterborough to reduce, identify and resolve fraud;
e The successes to date; and

e Proactive actions proposed to continue the fight against fraud.
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National Studies

At Audit Committee 26 March 2018, Members were provided with details of the national picture in
relation to fraud across local government. (Audit Committee Agenda Item 11: Appendix G).

The annual survey is issued by the CIPFA Counter Fraud Centre which is used to collate fraud data
within local government. The main types of fraud identified across the sector by the estimated value
of investigations are listed in Table 1.

TABLE 1: MAIN TYPES OF FRAUD AREAS

Council Tax Single Person Discount £19.5m
Council Tax Reduction Support £4.8m

Other types of exemption

Housing and tenancy Fraud Right to buy £111.6m
lllegal sub-letting for profit £78.5m
Providing false information to gain a tenancy * £73.3m*

Wrongful tenancy assignment and succession *

*

Failing to use the property as the principal home

Disabled Parking (Blue Badge) Misuse £4.3m
Adult Social Care Personal budgets £2.8m
Direct payments not used to pay for the care of £28m**

vulnerable adult **

Care workers claiming monies for time not worked **

While not an exhaustive list, a number of other areas were identified:
o Business rates (£7.0m);
e Insurance fraud (£5.1m);
e Procurement (£6.2m);
o Welfare assistance (£0.3m) and no recourse to public funds (£6.9m);
e Payroll (£1.0m), expenses (£0.1m), recruitment (£0.2m) and pensions (£0.8m);
¢ Economic and voluntary sector (grant fraud); and
¢ Manipulation of data (financial or non-financial) and mandate fraud.

National Fraud Initiative

Systems underpinning public spending can be complex and errors can happen. Unfortunately, there
are also individuals who seek to exploit the systems and fraudulently obtain services and benefits to
which they are not entitled. Fraud does not recognise organisational or geographic boundaries. Data
sharing enables bodies to match data internally and externally. Technology provides an efficient way
to connect discrete data sets and therefore can limit gaps available to fraudsters to manipulate and
help identify those that have. It also helps bodies to identify process improvements that can reduce
future errors and the costs of correcting these errors.

The National Fraud Initiative (NFI) is an exercise which brings together datasets from across the

public and private sectors. The provision of data for the purposes of NFl is a requirement of the Audit
Commission Act 1998 and the output to date has been used by the Audit Commission to help them
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assess the arrangements that the Council has in place to prevent and detect fraud in accordance
with the Code of Audit Practice.

The Council is required by law to participate in the NFI by providing a range of datasets to the Audit
Commission' for matching, on receipt of the results the Council then has the responsibility to follow
up and investigate the matches, and identify fraud, overpayment and error. The main NFI data
matching is undertaken every 2 years, the results of these matches is fed into a national report at
the end of each cycle.

The Council submitted data in October 2016 and matches for review were received in early 2017.
Distinct datasets are prescribed, for PCC these are set in Table 2:

TABLE 2: DATASETS SUBMITTED AS PART OF THE NATIONAL FRAUD INITIATIVE
Payroll Travel Permits

Insurance Claims (data provided by Zurich Municipal) Blue Badges

Housing Benefits (data provided by DWP) Taxi Licences

Creditors Market Licences

Personal Budgets Personal Alcohol Licences
Housing Waiting List (new for 2016)

Similarly, Electoral Registration and Council Tax data is submitted annually for data matching of
Council Tax Single Person Discount and electoral registration data following publication of the
Council’s new electoral register each December.

Each dataset has specific fields which should be extracted from the various systems. The majority
of these should be standard references which the Council is maintaining. Each data matching
exercise usually has a number of additional fields requested so as to increase the potential quality
of any subsequent match. The detection of errors can help to identify areas for improvement (e.g.
data quality) and will increase the efficiency of the organisation (e.g. minimising financial risk). Any
identified are reported back to departments to improve the data quality going forward.

Where personal data was included in the submission, and in order to be compliant with the Data
Protection Act, notices were sent to individuals to inform them that their personal data was being
submitted as part of the NFI exercise e.g. information within payslips or on the original data capture
forms. Furthermore, a full download of all creditor records / payments made during the two year
period was provided. Primarily matches were to ascertain any duplicate payments or absence of
VAT.

The results highlighted various matches for each dataset. Throughout the year, additional matches
are provided as data records are updated elsewhere. Each dataset is colour coding highlighting the
quality of the match i.e. more fields the same such as name, address etc. RED being the best
matches with the expectation that all these “recommended matches” are investigated. Other matches
are sample tested.

The results have now been investigated. Table 3 below sets out details of all the RED matches which
were received as part of the exercise:

! Following abolition, this has been organised by the Cabinet Office
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Student Loans
Payroll
Waiting List
Home Office
Housing Benefit
Housing Tenants
Market Traders Licences
Taxi Drivers Licences
DWP Deceased
Personal Alcohol Licences
Blue Badge
Creditors

Housing Benefits

Payroll

Blue Badges

Concessionary Travel Passes

Residential Care Homes

Taxi Drivers

Personal Budgets

Housing Waiting List

Council Tax

Our investigations found that:

Of the 11 matches identified in relation to Housing Benefits to Student Loans, 3 cases were
identified as being fraudulent i.e. claiming benefits but whose student loans eligibility results
in them ineligible for those benefits. Overpayments totalling £8,955-26 were established and
steps put in place to recover.

In relation to the 643 concessionary Travel Passes, 617 were matched to deceased records.
It was identified at an early stage that our records were not up to date. All passes were
cancelled and a notional value of £617-00 set aside for the error. Steps have been taken to
speed up data input.

Housing Waiting list records produced a large level of matches to other datasets. Similarly, it
was identified that as this was a new dataset it had not been regularly checked and updated.
All the errors identified related to data quality issues and were referred back to the data
controller for corrective action.

The download of creditor payments identified potential duplicate payments and VAT
overpayment discrepancies. The duplicate payment had already been identified and
collected while there were no issues with the VAT.

Overall, the levels of fraud identified from this exercise has been on the low side. It suggests that
there are appropriate checks already in place to reduce the risk of fraud at source. Therefore, we
could provide reasonable assurance that the data matches did not reveal a high level of
fraudulent activity.
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Council Tax

Single Person Discount (SPD) exemptions

In order to look at an appropriate response to the inherent risk of fraud / error in this area, various
initiatives are undertaken. The Council is reliant on the customer to report any changes in
circumstances which would affect their entitlement to an exemption / discount. Council taxpayers are
under a duty to report within 21 days if they think they should no longer qualify for a discount.
Approximately 26,400 households within Peterborough currently receive the 25% discount.

While most residents are claiming the discount appropriately, there are a likely to be a minority who
are attempting to defraud the system. All residents claiming the discount, as part of the annual billing
process in March 2018, also received a separate form in relation to the SPD. Residents were
requested to complete the form if their circumstance had changed.

While it is too early be confirm whether the exercise has been fruitful to date, or that the information
was provided as a result of this drive, a total of approximately £30,000 additional Council Tax has
been subsequently billed.

Ongoing proactive searches will continue to verify data held to look to cancel identified errors or
fraudulent claims.

Council Tax Support

As of 1 April 2013, Council Tax Benefit ceased to exist and was replaced by Council Tax Support
schemes. Benefit fraud will always be a risk faced by local authorities owing to the high volumes of
payments and complexities of legislation. There has been a steady decline in the number of
investigations over the last three years, due to a number of factors such as better intelligence to stop
claims before they are even set up, and this has mirrored a reduction in the size of the team over the
same time period.

The Council has a dedicated “fraud” hotline. Information is received, recorded and initial sifting takes
place. Some information may be malicious and cases are closed while others may have substance
and these are referred to the appropriate organisations to investigate.

TABLE 4: COUNCIL TAX INVESTIGATION TYPES

Contrived Tenancy Undeclared Income Living Together

Non-Residency Working and Claiming Undeclared Non Dependency

Undeclared Capital

In accordance with legislation, we are able to offer a financial penalty arising from the offence as an
alternative to prosecution and in addition to the overpayment. This equates to 50% of the
overpayment. If this is not accepted, the matter will be referred for prosecution. In some cases, it
may be appropriate to offer a caution to the individual as an alternative to prosecution. Again, should
this not be accepted, the matter will be referred for prosecution. During 2017 / 2018, £16,047.64 was
identified for recovery.

A prosecution is the most visible of all the sanctions available to the team and each prosecution will
be publicised. This approach sends out a strong message of assurance to the residents of
Peterborough and encourages reports of alleged abuse to be made to the council’s fraud hotline and
dedicated fraud email address. We continue to apply the appropriate evidential and public interest
tests to matter before deciding to prosecute.

88



Corporate Investigations

Investigations have been delivered through the Compliance Team within the Governance
Department. As referred to within the introduction, the resources were reduced within the team
following the transfer of officers to the SFIS in December 2014 and two officers have been transferred
to Internal Audit. Electoral integrity work has remained within the Governance department however
the investigators remain involved in that work. Any potential matters arising from the electoral
integrity work such as Council Tax discount are referred to the team.

The works of the team have covered the areas identified in the table below.

TABLE 5: AREAS COVERED

Disciplinary (Gross Misconduct) Council Tax Support Corporate Complaints

Council Tax Discounts Blue Badge misuse Internal fraud

Corporate Complaints

Complaints received against the Council are initially investigated internally, and these cover Stage 2
Compilaints.

Each complaint is followed up by a Head of Service and outcomes produced and issued. If there is
still dissatisfaction then the complaint is referred through to the Chief Internal Auditor / Compliance
Officers to undertake an independent review. This assessment will then determine, based on all the
information available, if the process has been completed in full. If it has they will be informed of this
and unless further mediation is undertaken, they can take the decision to refer through to the Local
Government Ombudsman if necessary. However, if as part of the initial assessment gaps are
identified, then a full review will be commissioned.

TABLE 6: STAGE 2 CORPORATE COMPLAINT REFERRALS

2015/2016 2016 /2017 2017 /2018

Referrals received 8* 20 17

(* Complaint process was changed to make more robust)

Disciplinary Cases

12 cases of alleged disciplinary breaches were investigated (2016 / 2017: 11 Cases). All cases are
different in their nature, complexity and time needed for these to be completed. Results of these can
include dismissals, final written warnings, verbal warnings and resignations. Following a disciplinary
hearing, there may be a requirement for additional works and presentations at professional bodies.

Blue Badge Misuse

Work continues to look into Blue Badge abuse. 36 cases were reviewed in 2017 / 2018. 2 cases
were sent for prosecution. Following successful conviction, appropriate publicity is issued internally
and externally to raise the profile and to act as a deterrent.
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Conclusions / Going Forward

No local authority is immune from fraud. Acknowledging this fact is the most important part in
developing an appropriate and effective anti-fraud response. Recognising fraud must also
incorporate a thorough understanding and knowledge about what the fraud problem is, where it is
likely to occur, and the scale of potential losses.

Our conclusion is that the Council has measures in place during 2017 / 2018 to enable the prevention
and detection of inaccuracies and fraud.

During 2018 /2019, works planned to acknowledge and understand fraud risks and to further develop
and embed effective measures include:

National Fraud Initiative: Coordination of the data matching exercise. We have asked to be
included in a pilot exercise into business rates. This will include receipt and distribution of
data matches and collation and reporting of investigations into matches. We will have
produced a separate NF| Strategy to increase the understanding and promote responsibilities
across the Council;

Fraud Awareness: Promote the various policies in place and raise the awareness across
the Council;

Undertake risk assessments of specific areas potentially susceptible to fraud led by Internal
Audit involving individual service managers. An emerging risk relates to the increased risk of
fraud and error arising from the reduced funding available to the Council. This manifests itself
in lower staffing levels, increased management spans of control, out of date procedures and
a reduction in investigative capacity. These risks can be mitigated by more effective joint
working (both within the Council and with other authorities), targeted support to sections most
at risk and the development of corporate operational procedures to encourage effective
financial management and control; and

Development of joint working with DWP. There is an emerging focus for greater levels of
joint working and sharing of intelligence to protect public monies.

Steve Crabtree
Chief Internal Auditor
June 2018
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AUDIT COMMITTEE AGENDA ITEM No. 7

16 JULY 2018 PUBLIC REPORT

Cabinet Member(s) responsible: Clir David Seaton, Cabinet Member for Resources

Contact Officer(s): | peter Carpenter, Acting Director of Corporate Resources | Tel. 452520

Kirsty Nutton, Head of Corporate Finance Tel. 384590

BUDGET MONITORING REPORT FINAL OUTTURN 2017/18

RECOMMENDATIONS

FROM: Acting Director of Corporate Resources Deadline date: 1 June 2018

It is recommended that Audit Committee:

1.

Note the final outturn position for 2017/18 (subject to finalisation of the statutory statement of
accounts) of a £6.9m underspend on the Council’s revenue budget.

. Note the reserves position outlined in section 6, which includes a contributions to the capacity

building reserve of £6.9m, as a result of departmental underspends as highlighted in the revenue
outturn.

. Note the outturn spending of £80.164m in the Council’s capital programme in 2017/18 outlined in

section 7.

. Note the performance against the prudential indicators outlined in Appendix B.

. Note the performance on payment of creditors, collection performance for debtors, local taxation

and benefit overpayments outlined in Appendix C.

1.1.

2.1.

2.2.

2.3.

ORIGIN OF THE REPORT

This report is submitted to the Audit Committee as part of their annual financial reporting
cycle.

PURPOSE AND REASON FOR REPORT
The report provides the Audit Committee with the outturn position for both the revenue budget
and capital programme for 2017/18, subject to any changes required in the finalisation of the

Statement of Accounts.

The report also contains performance information on payment of creditors and collection
performance for debtors, local taxation and benefit overpayments.

This report is for Audit Committee to consider under its Terms of Reference No. 2.2.1.16
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4.1.

4.2.

4.3.

4.4.

4.5.

“To review the annual statement of accounts, specifically, to consider whether appropriate
accounting policies have been followed and whether there are concerns arising from the
financial statements or from the audit that need to be brought to the attention of the council.*

TIMESCALE
Is this a Major Policy Item/ No If yes, date for Cabinet n/a
Statutory Plan meeting

FINAL OUTTURN 2017/18
Corporate Overview

The Council, at its meeting on 7 March 2017 approved a balanced budget for 2017/18 that
supported the delivery of key services. The approved budget included £20.8m of savings,
£9.8m of demand-related pressures and investment, and further grant reductions of £2.8m.

The Budget also included the use of £7.2m from the Grant Equalisation (GE) reserve. This was
used in line with the purpose the reserve was initially set up for in 2015/16, which was to defer
the impact of reductions in government grant, protecting as far as possible the delivery of
services to our residents, while allowing officers time to develop a sustainable budget.

There were a number of other non-repeatable savings included within the 2017/18 budget,
such as the use of capital receipts, council tax surplus and the use of the GE reserve, as
mentioned in point 4.2, these are outlined in the following table:

2017/18
Non Repeatable £000
Capital Receipts 12,738
Council Tax Surplus 173
Use of Reserves 7,194
Total 20,105

During the year the Corporate Management Team (CMT) have received regular reports on the
in-year budget position, including progress updates against savings approved as part of
previous budget rounds. The Cabinet also discuss the financial position regularly, with formal
positions reported to the Cabinet meetings held between November and March. Financial
plans have also been considered by a cross-party budget working group.

Actions undertaken by the CMT and Cabinet have included:

e Departmental management teams, together with CMT have reviewed the budget position
monthly and have taken appropriate action, including plans to address budget issues.
These have been acknowledged in Budgetary Control Reports;

e Regular reports to CMT have included a summary of progress with savings proposals,
additional pressures and risks;

e Savings have been brought forward as part of a two stage budget process for 2018/19;

e An Officer led Capital Review Group has been established within 2017/18, meeting on a
fortnightly basis this group has the responsibility of reviewing the following and reporting
updated information to CMT:

o Review of the capital programme during the year, deferring projects into future
financial years or removing projects that are no longer required. Any reduction in the
amount that the council requires to borrow to fund the capital programme has reduced
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4.6.

4.7.

4.8.

4.9.

4.10.

the costs of financing borrowing which has been reflected in the revenue outturn
position;

o Monitoring Capital receipts;

o Utilising all opportunities to capitalise expenditure relieving pressure on the general
fund; and

o Reviewing new capital project proposals for adequacy, value for money, requirement
and ensuring the Council only invests in necessary projects.

e Thorough review of the reserves balances including a review of the future planned use of
reserves.

e An enhanced Risk Management Board has been established within the financial year,
which will be led by the Director of Growth and Regeneration. This has been established
with the purpose of challenging and supporting risk management across the council and
partner organisations, and will report corporate and departmental risks into CMT.

The January 2018 Budget Control Report came to Cabinet on 26 March 2018, reporting a
£3.5m underspend for the year. The Council can now report a departmental underspend of
£6.9m, which will be added to the Capacity Building Reserve for future transformational use.

The final outturn position for 2017/18 is outlined in a summary table section 5 below, with
additional detailed information in Appendix A.

In addition to this, there were a number of other items such as additional benefit received from
Direct Revenue Funding which will be added to the capacity building reserve. There has also
been a significant boost in the departmental reserves position as a result of a number of specific
grants received in advance. Throughout the year the reserves have undergone a thorough
review by officers in conjunction with the Section 151 officer. As a result of this a number of
reserve commitments were released, freeing up capacity to support future council
transformational change and supporting the creation of a balanced and sustainable budget for
future years.

Officers have taken a proactive approach to addressing the financial challenge the council
faces. The Council’s budget for 2018/19 includes budget reductions of £26.4m and a planned
use of £4.2m from the GE reserve. Included within the reductions are a number of items which
are one off non-repeatable savings, such as capital receipts, MRP re-provision and Council tax
surplus. The following table demonstrates the Council’s transition to a sustainable budget with
a reduction in non-repeatable savings currently planned over the three year period compared
with the 2017/18 position.

Non Repeatable 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22
One Off Savings £000 £000 £000 £000 £000
Capital Receipts 12,738 2,922 4,139 - -
MRP Re-Provision - 3,700 - - -
Council Tax Surplus 173 1,188 - - -
Use of Reserves 7,194 4,231 - - -
Total 20,105 12,041 4,139 - -

The budget gap in 2019/20 currently stands at £12m rising to £19m in 2020/21. CMT and
Cabinet have started work on a strategy to tackle this gap and create a sustainable budget. In
2018/19 Cabinet and Council will be updated more frequently on the budget position with the
introduction of the rolling budget process as agreed at Council on 7 March.
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5. Revenue Outturn

5.1. The Council’s overall revenue outturn shows a £6.9m underspend for 2017/18, after
movements in reserves. The table below summarises the revenue outturn position by the
Directorates during 2017/18.

Revenue outturn 2017/18

_ Budget Contributions| Revised Actual Contributions Re\./ised
Directorate from Reserve| Budget to Reserve Variance
£000 £000 £000 £000 £000 £000
Chief Executive 1,599 217 1,816 1,426 20 (370)
Governance 4,512 115 4,627 4,499 39 (89)
Growth & Regeneration 24 511 1,074 25,585 22,196 344 (3,045)
People & Communities 74,062 993 75,055 71,210 4,561 716
Public Health 207 0 207 1 0 (206)
Resources 40,083 862 40,945 36,386 559 (4,000)
Totals 144,974 3,261 148,235 135,718 5,523 (6,994)
Financing Adjustment 140
Revised Underspend (6,854)
Contribution to the Capacity Building Reserve 6,854
Final Variance 0

5.2. A detailed breakdown of the outturn by Directorate and explanation of the major variances is

provided in Appendix A.

5.3. The overall position shows a £6.9m underspend, an improved position against a January 2018
Budgetary Control Report (BCR) forecast of a £3.5m underspend. This change is summarised

in the following table:

£000

(3,466
January position )
Chief Executives - minor variances (79)
Governance - legal services additional income (102)
Growth & Regeneration - savings in Highways Development team to fund temp staff (163)
Growth & Regeneration - Business Rates (115)
Growth & Regeneration -Energy from Waste plant additional income (132)
Growth & Regeneration - Corporate repairs and maintenance and street cleaning
underspend (183)
Growth & Regeneration — various savings across the service including supplies and
services, additional income generation, reduction in utility costs (392)
Growth & Regeneration — reduction in unrecoverable road traffic accident costs. (77)
Growth & Regeneration — Westcombe engineering additional income. (35)
People & Communities - savings target in relation to 'Creation of Health and Social Care
Teams' has not been achieved and is therefore reported as a pressure. 345
People & Communities - Home to School and Children’s Social Care transport (213)
People & Communities - Education - increased income from school DSG de-delegations (408)
People & Communities - Adult Social Care (424)
Resources - Centrally held inflation budget not allocated through bid system (295)
Resources - Underspend against bad debt provision budget (244)
Resources - ICT project budget underspend (321)
Resources - Savings target in Energy Projects exceeded due to Empower extension (480)
Resources - Income exceeded budget due to additional Cremation Fees plus allocated
s106 money. (225)
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Resources - Prior year balance sheet reconciliation entries impacting on Payments and

Subsidy revenue budget 367
Other Variances (212)
Outturn position (6,854)

5.4. The following Chart outlines the reported forecast outturn throughout the financial year:

Forecast Month by Month Outturn Variance for 2017/18

10,000

(2.000)

(4,000}

Qutturn Varience £000 (- under/+ over spend)

(6,000}

(B.000)
May-2017  Jun-2017  Jul2017  Aug-2017  Sep-2007 OQct-2017  Mow-2017 Dec-2017  Jan-Z018 Mar-2018

5.5. The graph demonstrates how the position reported has improved throughout the financial year
for the council. This is as a result of actions taken by management to reduce the in year
expenditure.

5.6. The most noticeable change is in July 2017, the forecast overspend reached £10m, this was
largely the result of updated information in respect of the councils property sales, impacting the
levels of capital receipts the Council was expecting to receive. Later progress updates on
property sales meant that as the year progressed and further action was taken the Council was
able to place greater certainty on receipts from property sales, and the Council was able to
update its assumptions on this bringing down the expected overspend.
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6.

6.1.

Reserves

The Council’s reserves are monitored throughout the year as part of the budgetary control
reporting and feed into the budget setting process accordingly. The following table summarises
the balance for all reserves at the end of 2016/17 against the position at the end of 2017/18,

and the forecast position for future years.

2016/17 2017/18 2018/19 2019/20 2020/21

Balance Balance | Est Balat | EstBal at | Est Bal at
Summary of Reserves 31.03.17 31.03.18 31.03.19 31.03.20 31.03.21

£000 £000 £000 £000 £000

General Fund 6,000 6,000 6,000 6,000 6,000
Available Reserves:
Capacity Building Reserve 4,314 12,714 11,574 11,539 11,539
Risk Management Contingency 680 0 0 0 0
Grant Equalisation Reserve 15,639 8,445 4,214 4,214 4,214
Development Equalisation Reserve 1,233 1,233 0 0 0
Departmental Reserve 3,855 5,197 902 902 902
Available Reserves 25,721 27,589 16,690 16,655 16,655
Ring-Fenced Reserves:
Insurance Reserve 4,425 4,936 4,936 4,936 4,936
Schools Capital Expenditure Reserve 1,287 1,208 1,208 1,208 1,208
Parish Council Burial Ground Reserve 53 51 51 51 51
Hackney Carriage Reserve 155 203 203 203 203
School Leases Reserve 336 244 228 178 178
Future Cities Reserve 569 240 0 0 0
Public Health Reserve 428 428 230 230 230
Ring-Fenced Reserves 7,253 7,310 6,856 6,806 6,806
EoTAL Earmarked and General Fund 38,074 40,899 29,546 29,461 29,461

6.2. The earmarked reserves balances are set aside for specific purposes, the table highlights

6.3.

6.4.

which of these are reserves are ring-fenced for specific use, or available for use. The available
for use reserves will be utilised in part over the next financial years to resource the cost of
transformational change and support a sustainable and balanced budget.

The table also indicates what the expecting future reserves balances are, once the planned
commitments against these have been realised.

Key comments for reserve movements are as follows:

Departmental Reserves - the amounts set aside by departments during the preparation of
the accounts is in accordance with financial guidance to minimise risk exposure to the council
in the following financial year.

Future Cities Reserve — the movement on this reserve represents further drawdowns from
the Future Cities Grant awarded to Peterborough in 2013/14.

Risk Management Contingency - this reserve was created in the 2014/15 budget process
by transfer from the Capacity Building Reserve to fund one-off type expenditure. In 2016/17
we expected to fully utilise the funds within this reserve, however this reserve has only seen
a very small reduction in balance. As there are no further commitments against this at the
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7.

7.2.

7.3.

7.4.

end of 2017/18 the balance of this reserve has been consolidated within the Capacity
Building Reserve.

Capacity Building Reserve - this reserve is held to meet one off costs of service
transformation and the delivery of savings within the MTFS. The MTFS agreed that a
proportion of this would be used in 2016/17 and 2017/18 to drive forward the transformation
of services to deliver savings. As part of an in year review of the reserves a number of the
commitments against this reserve were released, and the current £6.9m departmental
underspend has been contributed to this reserve, boosting the balance available for future
transformation.

Public Health — movements on this reserve represent a net carry forward of unused Public
Health grant, in relation to previous years underspends. This balance has not changed in
2017/18, however there is future planned use of the reserve as detailed in the MTFS, to
support the delivery of public health services through a period of transformation.

Grant Equalisation — This reserve was created in 2015/16, with the purpose of stabilising
the budget position, while the Government funding received by the Council reduces
considerably. The £7.2m was used to support the position in 2017/18 and £4.2m is planned
in 2018/19 as per the MTFS. There are no further commitments against this reserve at this
time.

Development Equalisation Reserve - This reserve was established at the end of 2016/17 to
manage cash flow in relation to a £1.2m declared distribution from the Peterborough
Investment Partnership (PIP), and will be fully required in 2018/19.

General Fund - the general fund will be maintained at £6.0m and this is consistent with the
current budget strategy.

Capital Budget Report as at 31 March 2018

The following provides the final position of Council's Asset Investment Plan and the Treasury
activity for the financial year 2017/18. Treasury activity for the Council during 2017/18 has
been compliant with the Treasury Management Strategy approved in March 2017. This
information compliments the Prudential Indicators performance report as set out in Appendix
B.

Asset Investment Plan 2017/18

The final adjusted budget for the 2017/18 financial year was £80m, which includes £13.6m for
Invest to Save (I12S) Schemes. The agreed investment as per the Medium Term Financial Plan
(MTFS) was £219.3m. The movement between the MTFS position and the £80m is a result of
projects not being delivered to the original timescales, and other projects being removed
following an enhanced scrutiny process linking to the development of the 2018/19 MTFS. The
Invest to Save projects have been cut significantly, and a number of other large projects across
all directorates have been reprofiled to more accurately reflect the spending over future years.

During the year the Council enhanced its governance arrangements for making asset
investment decisions and project management in the City through the implementation of the
Capital Review Group. This review group has focused on ensuring all schemes in the asset
investment plan provide value for money, are correctly profiled to ensure effective borrowing
decisions can be made, and project management review is strengthened.

The following table shows capital budgets as agreed for the 2017/18 MTFS (£219.3m), budgets
containing slippage from 2016/17 (£324.7m), and the budget as reported at 31 January 2018
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(£92.8m). This compares to the final expenditure for each directorates and how this investment
is planned to be financed (£80.3m).

Directorate Bl\:ljzl;zt ;lﬁgllt gljggt Actual
£000 £000 £000 £000

Governance - 49 - -
Growth & Regeneration 37,064 44 704 32,000 28,662
People & Communities 65,916 77,783 36,549 32,921
Resources 23,378 32,575 8,954 5,086
Invest to Save 92,954 169,547 15,288 13,584
TOTAL 219,312 324,658 92,791 80,253
Grants & Contributions 44,259 50,297 39,773 36,531
Borrowing for capital programme 174,111 273,277 51,935 42,639
Capital Receipts relating to loans 942 1,083 1,083 1,083
TOTAL 219,312 324,658 92,791 80,253

The Council and CMT have agreed to reduce and re-phase some projects in the programme
during the year to reduce the impact on financial resources or to reflect changing demographic
needs. Other projects have been subject to delays which have led to budgets being slipped
into 2018/19.

Listed below are the material value projects that have been slipped into 2018/19 that have

contributed to the variance between the revised budget reported at January 2018 and the

reported capital programme outturn of £80.3m.

e Jack Hunt Expansion, £1.3m — scheme impacted by delays caused through Carillion
collapse

e Omiston Bushfield Academy Expansion, £0.6m — delays in completion of milestones
which trigger payments

e Nene Park Academy Expansion, £0.8m — review of costs required to complete scheme
alongside delays in completion of milestones which trigger payments

e Clare Lodge - Phase 6, £0.7m - delays in completion of milestones which trigger
payments

e Customer Experience, £0.6m — a review of the schemes making up this project was
undertaken during the year which resulted in some schemes being removed, and for
other schemes requirements being realigned to ensure better value for money was to be
achieved which has caused some delays

e Housing Joint Venture, £4.0m — delays experienced in the Bretton Court element of the
scheme

e Fletton Quays Fit Out, £2.4m — payments have not occurred in accordance with profile
originally envisaged

Funding the Asset Investment Plan

In reflection of the Council’s Minimum Revenue Provision (MRP) Policy, the Asset Investment
Plan is funded via grants and third party contributions, and borrowing funds from the external
market. Capital receipts generated from the sale of Council assets now contribute to the MRP
and therefore no longer form part of the funding of the Asset Investment Plan. However, as
per 4.9 it is recognised that this treatment is not sustainable position for the longer term MTFS.

It is a statutory duty for the Council to determine and keep under revie