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consider the following items.

Yours faithfully
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Democracy and Governance Manager

AGENDA
1. APOLOGIES

2. DECLARATIONS OF INTEREST (INCLUDING WHIPPING
DECLARATIONS)

3. MINUTES
To confirm as a correct record the minutes of the meeting held on
14/12/2011 (copy enclosed).

4. GALW GOFAL: FURTHER INFORMATION & LESSONS LEARNT
Report of Director of Community Services enclosed

5. TREASURY MANAGEMENT POLICY AND STRATEGY
STATEMENT 2012/13
Report of Head of Finance enclosed
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6. FINAL REPORTS AND PERFORMANCE INDICATORS
Report of Head of Finance enclosed

7. OPERATIONAL AUDIT PLAN AND RECOMMENDATION
TRACKING
Report of Head of Finance enclosed

8. INVESTIGATIONS PROGRESS REPORT
Report of Head of Finance enclosed

9. AUDIT COMMITTEE SELF ASSESSMENT
Report of Head of Finance enclosed

2 Date: 20/01/2012



41.

MEETING OF AUDIT COMMITTEE
14 DECEMBER 2011

Minutes of the meeting of the Audit Committee of Flintshire County Council held in
County Hall, Mold on Wednesday, 14 December 2011

PRESENT: Councillor I.B. Roberts (Chairman)
Councillors: G.H. Bateman, Q.R.H. Dodd, A.M. Halford, W. Mullin, M.J. Peers
and P.R. Pemberton

ALSO PRESENT: Councillors: J.B. Attridge, M. Bateman, P.G. Heesom,
R.P. Macfarlane, D. McFarlane, C.A. Thomas and A. Woolley

IN_ ATTENDANCE: Chief Executive, Head of Finance, Internal Audit Manager,
Democracy & Governance Manager and Committee Officer

Revenues & Benefits Manager (for minute number 44)

Director of Environment, Director of Community Services, Director of Lifelong
Learning and Head of Human Resources & Organisational Development (for
minute numbers 47-49)

Mr Patrick Green of RSM Tenon Plc
Ms. Amanda Hughes of Wales Audit Office

MINUTES

The minutes of the meeting of the Committee held on 1 November 2011
were submitted.

Accuracy

On the use of consultants, the Internal Audit Manager said that the final
sentence of the second paragraph should read ‘The Internal Audit Manager
confirmed that the cost for the use of consultants had increased in the second half
of 2010/11 compared to the first half of 2010/11.’

Matters Arising

On the Risk Management item, Councillor G.H. Bateman sought an update
on national grants. The Head of Finance reported that details of the final
settlement for 2012/13 had been received along with other significant information
such as specific grants in Wales, however specific grant information for Flintshire
was still awaited. Further details would be received at the Executive meeting on
20 December 2011.

In response to a query by Councillor A.M. Halford on Final Reports and
Performance Indicators, the Internal Audit Manager advised that a letter had
previously been sent to all Members providing information on the Data Protection

group.
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On the Use of Consultants, Councillor Q.R.H. Dodd asked if collaborative
working arrangements would reduce the overall number of consultants engaged
by the Authority. The Chief Executive differentiated between the two types of
savings where consultants were procured together with other Councils, eg legal
and waste, and where savings were made through service integration, as in
Planning.

RESOLVED:

That, subject to the above amendment, the minutes be approved as a correct
record and signed by the Chairman.

DECLARATIONS OF INTEREST

No declarations of interest were made.

TREASURY MANAGEMENT UPDATE

The Head of Finance introduced a report to update on the Council’s
Treasury Management Policy, Strategy and Practices 2011/12. A summary of the
Council’'s investments was shown in paragraph 3.04 of the report together with a
breakdown in the appendix.

A training session, to be hosted by the Audit Committee, had been
scheduled for 17 January 2012 to which all Council Members would be invited.
The draft Policy & Strategy Statement for 2012/13 would then be considered at the
Committee’s next meeting on 30 January 2012. On Landsbanki, the Head of
Finance said the indications were that Flintshire would be given priority status,
however confirmation of this was awaited. Priority status had been announced for
test cases and this was anticipated for non test case investors, of which Flintshire
was one.

Councillor M.J. Peers questioned whether the decision to invest with
Doncaster Council had been made prior to the Council’s advisers issuing a ‘red
flag’ on credit risk status and asked about the rationale behind investments made
with other Councils. The Head of Finance said that longer term investments had
been made prior to the change to credit risk status which had occurred only
recently and which would continue to change over time. She went on to say that
Local Authorities were amongst many institutions in which to place investments
and that many preferred to raise money for their borrowing capital investment
purposes in this way, rather than with financial institutions. In response to
Councillor Peers’ concerns, the Head of Finance said that the Council did not have
any influence on how investments were used by other Authorities but that this
method of investing was low risk and adhered to the Council’'s Treasury
Management Policy Statement.

Councillor G.H. Bateman questioned the volume of investment with some
overseas institutions. The Head of Finance explained that officers had taken
advantage of rates available at that time and that these changed on a daily basis.
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Councillor Bateman queried the limit of investment with building societies and the
Head of Finance replied that this was £5M.

In response to comments made by Councillor P.R. Pemberton, the Head of
Finance said that in treasury management terms, Doncaster Council had offered
availability to invest and the Council had taken up that opportunity. The Chief
Executive added that the previous Government intervention at Doncaster Council
was no indication that they were not a suitable organisation in which to make a
treasury investment.

RESOLVED:
That the report be noted.

HOUSING AND COUNCIL TAX BENEFIT UPDATE

The Head of Finance introduced a report to provide an update on the
2009/10 Housing and Council Tax Benefit Subsidy audit, progress with the
2010/11 audit and preparation for the 2011/12 audit. The report also provided an
update on Welfare Reform and progress on the Benefit Service Action Plan which
had been introduced to improve the service and to maximise income to the
Council through subsidy payments.

It was reported that the 2009/10 Housing and Council Tax Benefit subsidy
claim had been accepted by the Department for Work & Pensions (DWP) and that
the issue on subsidy reduction now stood at £10,031 with the matter concluded.
The claim for 2010/11 confirmed at this stage that no subsidy reduction on the
payment of benefits had been incurred but this was subject to the finalisation of
the claim and consideration by the DWP on the Wales Audit Office (WAOQO) audit
letter on the subsidy return. Work had commenced on the 2011/12 claim which
would need to be completed one month earlier than previously. The Head of
Finance reported on the very positive and productive work undertaken with the
DWP Performance Development Team to develop an improvement plan to
respond to previously reported issues. She also reported on work with the Head
of Housing in 2012 to report to Executive in January 2012 on welfare reforms and
the impact on wider sections of the Council.

It was envisaged that, for the future, further reporting on welfare reform
would be reported to Executive and Overview & Scrutiny.

Councillor A.M. Halford welcomed the improvement in processing new
claims and changes in circumstances and commented on ICT issues. She
questioned the Council’s choice of software used to process benefits, due to the
significant risk identified as Councils considered the options for a replacement
Council Tax Scheme as a result of welfare reform proposals. The Head of
Finance explained that only a few different types of software were used by Local
Authorities to run Council Tax and Benefits systems and that the one adopted at
Flintshire was used elsewhere in England, but not in Wales, hence the significant
risk. She confirmed that procurement of the system had been the subject of a
business case and usual procurement process at the time and that there were



currently no issues with the software. However, she added that being the only
user of the system in Wales could potentially leave the Council vulnerable to
changes in legislation and that collaborative arrangements may be required. The
Revenues & Benefits Manager referred to the potential for an all Wales model, as
outlined in the report.

The Chief Executive said that this was an operational risk and on the wider
point made about ICT issues, highlighted Flintshire as a progressive Council in
collaborating with other Authorities. He added that every Council would have
systems which were in a minority compared to others, and that over time Councils
would merge on ICT infrastructure.

Councillor P.R. Pemberton asked if the DWP undertook monthly monitoring.
The Revenues & Benefits Manager replied that this was not the case or the role of
DWP, but that data cleansing was now carried out on a monthly basis by the
Benefits Service which enabled officers to undertake ongoing monitoring prior to
the final audit.

Councillor W. Mullin asked who was responsible for informing people about
changes which were being made to welfare benefits. The Head of Finance said
that a multi-agency approach was adopted including the DWP, Council
departments and partner organisations to ensure that those affected by the
changes were able to plan ahead. She said that this was a complex issue and
that work was in place which she was leading with the Head of Housing to enable
the Council to understand and manage the risks to the Authority. The Chief
Executive commented on an important project led by Flintshire Citizens’ Advice
Bureau on maximising benefits uptake.

On the software issue, Councillor M.J. Peers highlighted the positive that
the risk could be managed once it had been identified, but queried whether
significant maintenance costs should have been incorporated in the Financial
Implications section of the report. The Head of Finance said that maintenance
costs were only potential future financial implications and that at this stage, the
purpose of the report was to provide update information.

Councillor G.H. Bateman commented on the proposed new Council Tax
scheme for Wales and the reference that more guidance was required from the
Welsh Government (WG). The Head of Finance said that this was a statement of
fact and that further information was being sought through professional networks
to help the Council to determine the direction it wished to take.

Members commended the officers and teams on the improvements made
and the Chief Executive endorsed the appreciation in the turnaround of services
and the time and effort taken to do this.

RESOLVED:

(@)  That the report be noted; and
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(b)  That the 2010/11 Housing and Council Tax Benefit Subsidy Claim be
reported at the next Audit Committee together with any further updates on
progress and developments on Welfare Reform.

REPORTS FROM WALES AUDIT OFFICE

Ms. Hughes from the Wales Audit Office (WAO) introduced a report to
provide the Annual Audit Letter to Council Members and the Final Accounts
Memorandum 2010/11.

She explained that the Annual Audit Letter would be incorporated in the
Annual Improvement Report to be issued at the end of January 2012. The Final
Accounts Memorandum summarised the Auditor's comments on the final accounts
which had been issued with an unqualified opinion in September 2011.

Annual Audit Letter

Councillor A.M. Halford remarked on issues identified in points 3-5 and
invited comments from the Leader of the Council who was present in the public
gallery. The Leader asked that any specific questions be submitted in writing to
ensure that full responses could be provided.

On point 5, Councillor M.J. Peers asked for clarification as to why the
accounting policy in valuing housing stock had not been correctly applied and
whether this had been rectified. Ms. Hughes explained that more detailed
information on the accounts had been considered at the Committee’s meeting on
September 2011. The Beacon principle had been applied incorrectly as the 20%
of housing assets being valued on a rolling basis was not representative of the
Council’s whole stock. It had since been agreed that the Council’s housing stock
would be valued in its entirely for the current year.

Following a comment made by Councillor P.R. Pemberton on point 6
relating to private equity investments, Ms. Hughes said that this was merely to
draw attention to a degree of uncertainty in the valuation of such investments.

Final Accounts Memorandum 2010/11

In response to Ms. Hughes’ comment that the Council had failed to publish
its accounts on the website within the deadline, the Head of Finance said that
arrangements were being put in place to deal with this. The Chief Executive
remarked on the time restrictions of some translations and suggested that the
requirement to publish the accounts would overrule in exceptional cases such as
this.

Councillor G.H. Bateman referred to point 24 on the need for the Audit
Committee to consider the Annual Governance Statement (AGS) as a discreet
agenda item. Ms. Hughes explained that the AGS was an important statement
that the Committee should give due attention to, as opposed to considering it as
part of the agenda item on the accounting statements. She added that new
requirements under the Local Government Measure on Audit Committee work
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further strengthened this need and that the Statement should in future be
considered as a separate agenda item. The Democracy & Governance Manager
advised that points 23 and 24 of the Memorandum had been considered at a
meeting of the recently formed Corporate Governance Working Group to ensure
that the Council complied with best practice guidance in future.

In response to Councillor Halford’s queries on the remaining issues on point
24, Ms. Hughes said that the Annual Governance Statement set out governance
arrangements for the Authority, however it could prove difficult to provide evidence
to demonstrate this. She went on to say that links with the risk register and
Statement were not logical as it was felt that the Council’s Statement did not
capture everything, however amendments had since been made to the Statement
in the final accounts to remedy this.

Councillor Halford thanked the Head of Finance for the letter recently sent
to the Audit Committee to address queries on the Clwyd Pension Fund. In
response to a question, the Head of Finance replied that ‘AVC’ meant Additional
Voluntary Contributions where Pension Fund members could increase
contributions to receive additional benefits. Councillor Halford commented on the
indication in the letter that there were around 35-50 retirements per month and the
Head of Finance stated that this represented the whole of the Clwyd Pension Fund
scheme across North East Wales, not just Flintshire.

RESOLVED:

That the Annual Audit Letter to Members of Flintshire County Council and the Final
Accounts Memorandum 2010/11 be noted.

VARIATION IN ORDER OF BUSINESS

Due to time constraints, it was agreed that the final two agenda items would
be brought forward to allow the senior officers present to answer questions. It was
also agreed that the following items would be deferred for consideration at a
separate meeting, details of which would be notified in writing:

Item 7 - Final Reports and Performance Indicators

Item 8 - Operational Audit Plan and Recommendation Tracking
Item 9 - Investigations Progress Report

Item 10 - Galw Gofal: Further Information and Lessons Learnt

CONSULTANTS - RECOMMENDATION TRACKING

The Internal Audit Manager introduced the report to inform Members of
progress against the recommendations made in the Audit report on the systems
and controls around the use of consultants by the Council.

The Chief Executive highlighted paragraph 3.06 of the report which
explained the reason for deferral of some of the recommendations following the
delay of a national review of Contract Procedure Rules (CPRs).



Councillor A.M. Halford pointed out that some of the issues previously
raised had not been included in the report, for example background information on
the engagement of consultants by Human Resources and whether a register was
used. The Chief Executive said that there were a number of consultants used by
Human Resources on significant change projects and where specialised expertise
was required (with a breakdown provided in the following agenda item).

The Head of Human Resources & Organisational Development said that
specific details could not be provided in a public forum but confirmed that
arrangements were in place for procuring services through agencies for specific
work and in specific circumstances. She continued that services had been
required in Occupational Health where an appointment could not have been made
from within the organisation and that ongoing consultancy support had been
sought via the procurement process for the maintenance of the Midland Trent
system. This type of expertise had not been available within the new HR structure
which had only recently been approved.

In response to further queries, the Chief Executive commented on the
complexity of the Midland Trent system and said it would be common practice for
an Authority to buy in fixed-term specific support when introducing such a system,
however that support would no longer be needed during the next phase of the
project. The system had already generated savings via the implementation of the
self-service facility and changes to support in Occupational Health had resulted in
6-figure efficiency savings through joint working with Wrexham County Borough
Council.

Councillor M.J. Peers asked whether a full-time equivalent (FTE) figure was
available for consultants used. The Chief Executive said that although this could
be provided theoretically, it could only be a limited comparison.

Councillor Halford commented on the lack of separate guidance to officers
on the engagement of consultants and asked about Directors’ means of monitoring
the use of consultants within their sections.

The Director of Environment said that officers used the Council’s Contract
Procedure Rules as part of the tender process and did their best to secure value
for money within the Rules. Where there were specific but not significant projects,
he expected Heads of Service to sanction consultancy requirements. He went on
to explain that consultants rather than an in-house team had been engaged on a
speed limit review for reasons of capacity, expertise in this field and relevant
software used.

The Director of Community Services said that he required knowledge of
why consultants were required in his Directorate. A manageable number of
consultants were used and consultants were engaged in a competitive process in
the majority of cases.

The Head of Human Resources & Organisational Development said that
the tender process was followed for larger projects, except in a minority of cases
where the field of expertise was limited and that it was usually more cost effective



to use consultants than to recruit. She added that she would need to approve the
engagement of consultants in her section and that the Chief Executive would also
be made aware.

The Director of Lifelong Learning said that very few consultants were
engaged in his Directorate, at any point in time. The major consultancies were
dedicated to specific projects and funded by the Welsh Government (WG) or other
regional sources. In-house capacity was always initially explored before procuring
services at best value, with monitoring by Heads of Service.

In response to a question from Councillor Halford on School Modernisation,
the Director said that no consultants had been used to conduct local area reviews
and that schools preferred to deal with officers they were familiar with. However,
capital elements such as major school refurbishment may require work with
specific consultants where appropriate, procured through the Environment
Directorate. The Chief Executive said that a consultant had previously been
involved, initially to support the 14-19 Transformation business case, but this had
since been dealt with internally and there would be a reluctance to outsource. The
Director of Lifelong Learning added that external consultants had been engaged
and procured on the 14-19 Transformation programme on a national framework
procured by the WG.

Mr. Patrick Green of RSM Tenon Plc said that the need for consultants at
various times in public sector organisations was acknowledged and that the report
identified the different uses within the Authority. He highlighted the importance of
formal rules of engagement to monitor use and protect services and to avoid areas
of concern and said it was important to demonstrate transparency.

Ms. Amanda Hughes of Wales Audit Office said that the report clearly
outlined where consultants were being employed for specific reasons and that it
was important for all organisations to consider whether the value and
recommendations were being acted on to ensure the engagement was a cost
effective process. She added that more emphasis was required on monitoring
consultants rather than the appointment process.

Councillor P.R. Pemberton asked about checking of consultants’ fees and
asked if it would be best to employ someone rather than regularly use consultants.
The Chief Executive said that although there were areas of good practice across
the Council, there was not a consistent approach and that a more robust process
and register was required to make a transparent case for consultants. In a
competitive tender situation, cost was a significant factor but would be evaluated
along with other factors such as track record. Consultants were generally required
over the short-term and should not generally be employed where there was a long-
term requirement. It was also important that consultants leaving the organisation
transferred skills to employees wherever possible, as was the case with a
consultant on LEAN working practices.

On collaborative working, Councillor Q.R.H. Dodd asked if Directors had

exchanged dialogue with their counterparts at other Authorities on skills sets and
software availability. The Chief Executive reported an increased level of sharing
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expertise in Legal Services, Environmental Protection, ICT and software with
scope for more and said that the information provided in the following agenda item
indicated that 35% of consultancy projects were funded either regionally or
nationally.

The Director of Environment remarked that regional work on minerals and
waste planning and a proposed review of transport and fleet issues were good
examples of collaborative work to reduce the amount of consultancy support
between Authorities. The Director of Community Services cited two further
examples as the joint Housing Strategy workshop with Wrexham County Borough
Council using external capacity and the regional commissioning hub with officers
at Denbighshire County Council.

RESOLVED:

That the results of the work carried out on the controls around the use of
consultants and the reasons for the delays in updating Flintshire CPRs be noted.

LOCAL GOVERNMENT (ACCESS TO INFORMATION) ACT 1985 - TO
CONSIDER THE EXCLUSION OF THE PRESS AND PUBLIC

RESOLVED:

That the press and public be excluded from the meeting as the following item was
considered to be exempt by virtue of paragraph 14 of Part 1 of Schedule 12A of
the Local Government Act 1972 (as amended).

CONSULTANTS - ANALYSIS OF SIGNIFICANT EXPENDITURE

The Internal Audit Manager introduced the report to provide further analysis
of the consultants used during the second half of 2010/11 as requested at the
Committee’s meeting in November 2011. A list of consultants used by the
Authority showing type and cost of work was appended to the report, together with
a more detailed breakdown for each Directorate.

The Chief Executive remarked on the previous agenda item on consultants’
tracking and said that much could be learnt from this to adopt a more robust
approach. He said that a great deal of work had been involved in collating the
information provided in the breakdown which included a column indicating whether
each appointment had provided value for money. He continued that the collective
view was that the Authority did not overuse consultants and referred to comments
by Wales Audit Office colleagues that Flintshire was under-capacitated compared
to other Authorities. It was important to note that 35% of projects were funded with
other parties, as referred to under the previous agenda item, and that projects
listed for Human Resources were all time-limited.

In response to a question from Councillor A.M. Halford, the Director of

Lifelong Learning explained that there were a number of different workstrands to
the regional transport project involving significant savings across six Local
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Authorities. The start of the project had been on education transport costs and
had since passed to Environment.

Councillor Halford commented on the cost of LEAN training and asked if the
Housing ballot process was being funded by the Welsh Government (WG). The
Chief Executive said that the LEAN training was for improvements in services such
as voids and repairs with the outcome of skilled employees and that this was now
being run almost independently of external support. The Housing ballot process
was included in the externally funded projects mentioned earlier, to be reimbursed
fully by WG.

Councillor M.J. Peers felt it would be easier to understand and compare the
figures if they were based on working hours. The Chief Executive explained the
complexity with some of the figures but said that this could be developed as part of
the final evaluation. The Director of Environment said that most consultants were
engaged on an hourly basis but that the fees shown did not necessarily cover the
entire cost of the project, eg officer time.

In response to queries on Single Status by Councillor P.R. Pemberton, the
Head of Human Resources & Organisational Development said that a project
manager had been engaged through an agency and specific work undertaken by
five job evaluation experts on the conventions review and panels. The Chief
Executive added that a revised timetable had been adopted following a review of
the package and that support would be kept until at least the projected Single
Status implementation date of October 2012.

Councillor B. Mullin asked if consultancy contracts could be terminated if
the support was ineffective. The Chief Executive said that this depended on the
arrangement and how the appointment was made. However, generally no long-
term commitment was given and longer-term contracts were sometimes renewed
on review against the needs of the Council for continued support.

RESOLVED:

That the results of the analysis of the use of consultants during the second half of
2010/11 be noted.

DURATION OF MEETING

The meeting commenced at 2.00pm. and finished at 4.45pm.

ATTENDANCE BY MEMBERS OF THE PRESS AND PUBLIC

There were two members of the press in attendance.

Chairman

12



SUMMARY OF DECLARATIONS MADE BY MEMBERS

IN ACCORDANCE WITH FLINTSHIRE COUNTY COUNCIL’S

CODE OF CONDUCT

AUDIT COMMITTEE

DATE:

14 DECEMBER 2011

MEMBER

ITEM

MIN. NO. REFERS

NO DECLARATIONS OF INTEREST WERE MADE
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FLINTSHIRE COUNTY COUNCIL

AGENDA ITEM NUMBER: 4

REPORT TO: AUDIT COMMITTEE

DATE : 30 JANUARY 2012

REPORT BY: DIRECTOR OF COMMUNITY SERVICES

SUBJECT : GALW GOFAL: FURTHER INFORMATION & LESSONS

LEARNT

1.00 PURPOSE OF REPORT

1.01 To provide members with an overview of lessons learnt from the process of
developing the North Wales Regional Telecare Monitoring Service Project, Galw
Gofal, and to provide further information in response to members' questions at the
Audit Committee on 1 November 2011.

2.00 BACKGROUND

2.01  Galw Gofal is the North Wales Regional Telecare Monitoring Service which was
formed from the merger of the three call monitoring centres previously based in
Flintshire, Conwy and Ynys Mon and became operational on 1st June 2011.

2.02  In addition to its core business of monitoring the safety of vulnerable citizens, Galw

Gofal also provides an outstanding call monitoring service for various services within
the Council:

e Housing repairs

e Highways and Drains

e Public Buildings, e.g., Youth Clubs
e Public Protection, e.g., pest control

e Homelessness

3.00 CONSIDERATIONS

3.01

Initial concerns about the decision making process and communication to members
and officers was raised at County Council on 13 September 2011. These were
subsequently discussed at the Audit Committee on 1 November 2011 where further
questions were raised about communication with service users and the public. The
Audit Committee also asked for further information about areas which arose in
discussion. These are now discussed in detail.

Communication of decision making

3.02

In July 2010, there had been an intention to take a report about Telecare to the
Community and Housing Overview and Scrutiny Committee, but the report on the

Date: 20/01/2012
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3.03

3.04

3.05

regional project, which was being prepared for all five local authorities by an adviser
to the regional project was not ready at this stage. Members of the Community and
Housing Overview and Scrutiny Committee held a meeting to discuss their forward
work programme on 29th June 2010, but did not include Telecare.

A report on the proposed regional Telecare monitoring centre was presented to
Executive on 19 October 2010. As the report contained information relating to
consultation/negotiations on labour relations matter it was considered after exclusion
of the press and public. The report gave full details about the proposed merger of the
three call centres and the Executive agreed to endorse the proposal to create a single
regional service and granted delegated authority to enable officers to deliver the new
service. The report was not called in.

Whilst there was no intention to deliberately conceal information about the project,
the fact that it was not taken to Overview and Scrutiny Committee for initial
consideration and that it was, justifiably, a Part 2 report has raised some doubts with
members. Therefore, a key lesson learnt is that where sensitive decisions about the
transfer of council services is being made and respecting the need to keep certain
facts confidential, then all relevant members should be consulted. For example, the
regional hub for the commissioning of high cost placements in Social Services has
been placed on the agenda for the Social & Health OSC on three separate occasions,
to allow full discussion of the issues involved.

A full chronology of the decision making is attached as Appendix 1.

Communication about the new service

3.06

3.07

3.08

3.09

There were four key groups of people who needed to know about the changes -
members, service users, the general public and officers.

Members were not informed when the service transferred and this was clearly an
oversight. An obvious lesson learnt is that all members should be informed about
such changes, both for their own information and in order to assist their constituents.

Officers at Flintshire Carelink informed vulnerable service users about the new
arrangements in advance of the changes. They also made the general public aware
though changes to the Council's publicity material, including the Council's website.
A lesson learnt is that an item should have been placed in "Your Community Your
Council", which would also have been an opportunity to publicise an improved
service at a lower cost.

It has been suggested that service users should have been consulted before the
transfer. This was not strictly necessary as the basic service itself remained
unchanged and it could have raised anxieties. However, in retrospect, organisations
representing the interests of vulnerable people, such as Age Concern, could have
been consulted.

Date: 20/01/2012
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3.10

3.11

Information may not have been fully cascaded to all parties. In retrospect, a better
approach may have been to call all relevant services to a meeting to explain the
changes and answer questions. This could also have led to the development of a
corporate contract earlier in the process. A learning point is that where major change
affects a number of services, then an effective communication plan needs to be
developed.

However there is no question that the formal decision making of the council to adopt
the project was made correctly, within the constitution and legally.

Governance Arrangements

3.12

3.13

The Regional Programme Board for Social Services and Health includes housing
related support within its remit and so it oversees the regional telecare project. The
Executive Member for Social Services is a member of this Board, alongside the
Director of Community Services.

Galw Gofal itself has an operational board with officers of all partner authorities in
common with other operational service arrangements. Annual performance reports
will be presented to the relevant scrutiny committees in each council in the
partnership.

Regional Telecare Project Management Board

3.14 A chronology of the development of Galw Gofal is attached as Appendix 2.

3.15

3.16

Flintshire were represented on the Regional Telecare Project Management Board by
the Head of Development & Resources, whose portfolio spans housing and social
services and holds the lead for housing related support services, the Supporting
People programme. The Project Manager for Telecare and Extra Care Housing
development also attended the Board in an advisory capacity.

The Head of Development & Resources and the Project Manager reported back to a
Community Services Telecare Board, which had representation from across housing
and social services, including the Head of Housing and the Housing Operations
Manager. Both the Head of Housing and the Housing Operations Manager attended
the Board on occasions.

Corporate Contract

3.17  The contract price figure of £11,000 annually for services is broken down as follows:

e Housing Repairs: 6,000 estimated calls @ £1 per call = £6,000

e Streetscene: 2,000 estimated calls @ £1 per call = £2,000 and £3,000 for initial
input of data

All other services have low estimated calls, therefore, Galw Gofal have absorbed
these within the overall corporate contract.

Date: 20/01/2012
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3.18

The price for 2012/13 will be based on the actual calls in 2011/12. Galw Gofal will
also review its £1 per call charge as part of a full review of its operating costs about
its first year of operation.

Why was Flintshire not chosen as one of the locations for Galw Gofal?

3.19

4.00

4.01

5.00

5.01

6.00

6.01

7.00

7.01

8.00

8.01

9.00

9.01

10.00

10.01

11.00

11.01

12.00

Flintshire Carelink was based on a Chubb platform, whereas the other four counties
were using Tunstall platforms. Therefore, it was decided to use Tunstall as the
platform for Galw Gofal. This essentially ruled out Flintshire as it did not have the
equipment to host the regional service, and other Councils were better placed to
adopt the service.

RECOMMENDATIONS

Members note the lessons learnt in terms of decision making and communication in
particular recognising that officers need to improve arrangements for future
collaboration based on their learning.

FINANCIAL IMPLICATIONS

None arising directly from this report

ANTI POVERTY IMPACT

None arising from this report.

ENVIRONMENTAL IMPACT

None arising from this report.

EQUALITIES IMPACT

None arising directly from this report

PERSONNEL IMPLICATIONS

None arising directly from this report.

CONSULTATION REQUIRED

None

CONSULTATION UNDERTAKEN

None.

APPENDICES

Date: 20/01/2012
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12.01 None

LOCAL GOVERNMENT (ACCESS TO INFORMATION) ACT 1985
BACKGROUND DOCUMENTS

None

Contact Officer: Alan Butterworth
Telephone: 01352 702510
E-Mail: alan_butterworth@flintshire.gov.uk

Date: 20/01/2012
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Appendix 1: Chronology of Flintshire Decision Making Process in relation to
the development of Galw Gofal

Date

Committee

Comment

30 January 2007

Social & Health
0&S

Report from the Director of Adult Social
Care and Interim Director of Community &
Housing on the development of Telecare in
Flintshire. The purpose of the report was to
advise Members of the progress of the
smart lodge and to advise the Members of
the capital grant allocation to purchase
Telecare, sensors and equipment available
from WAG. It was resolved —

a) That Committee note the report

b) That the Director of Adult Social Care
provides a report to Committee
outlining specific details of the proposal
to re-design existing services for both
the private and public sector.

c) That officers provide written answers to
the specific questions raised by a
Member with a copy to the Committee

d) That officers circulate a copy of the
publicity material for Telecare to the
Committee.

3 April 2007

Executive

Consideration was given to a joint report of
the Director of Adult Social Care and
Interim Director of Community & Housing
on the development of Telecare in
Flintshire. It was decided:-

a) That the intention to claim the Telecare
capital grant be noted.

b) That the progress to develop joint
working between Adult Social Care and
Community & Housing to provide a
comprehensive & consistent service for
access to services, installation of
equipment, response service when
equipment activated and the collection
and sharing of data and other relevant
information be noted.

c) That Flintshire’s participation in a North
Wales regional Telecare partnership
board be supported and

d) That developing an effective response
would require the redesign of existing
services be recognised.

4 August 2009

Executive

Report by the Director of Community
Services seeking approval for the vision to
develop the North Wales Telecare service
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Date

Committee

Comment

on a regional basis and to agree a
Flintshire position statement prior to further
participation in the project. The Executive
decided to endorse the vision to develop a
regional Telecare service in North Wales
and authorised its officers to work with the
regional project team to develop and cost
regional services for delivery to local
people based on the Flintshire position
statement set out in Appendix 3 of the
report and that a further report be
submitted to the Executive on the findings
of that work.

23 March 2010

Housing O&S

The report on Neighbourhood Housing
Team restructure made some reference to
the regional project.

June to
September 2010

Scrutiny
Committees

There was a joint Community & Housing
and Social & Health O&S Committee
meeting on the 14 June 2010 where initially
an item on Telecare was to be reported. In
an exchange of e-mails on the 24 May
2010 Alan Butterworth advised that the
item was not now going to the joint
committee meeting but instead would only
be going to the Community & Housing O&S
meeting on the 6 July 2010. On the 29
June Alan advised that he was not
preparing a Telecare report for the meeting
on 6 July as it was being prepared by
Steven Jones as a generic report for all six
counties involved. Accordingly no Telecare
item was included on the 6 July agenda.
On the 29 June 2010 Community &
Housing had a workshop to consider its
forward work programme and decided not
to include Telecare in it. This forward work
programme was formally agreed and
approved by the committee at its meeting
on the 8 September 2010. The Telecare
proposals were contained in performance
reports to Community & Housing on the 23
June 2010 and 8 September 2010.
Reference was also made to Telecare
within the quarter for 2009/10 and quarter 1
2010/11 performance reports presented to
Social & Health O&S.

5 October 2010

LSG

Steven Jones from the WLGA gave an
overview of the proposals for a shared

20




Date

Committee

Comment

Telecare service and it was agreed that a
report be submitted to the Executive.

19 October 2010

Executive

A report on the proposed regional Telecare
monitoring centre was presented by the
Director of Community Services. As the
report contained information relating to
consultation/negotiations on labour
relations matter it was considered after
exclusion of the press and public. The
Executive agreed to endorse the proposal
to create a single regional service and
grant delegated authority to enable officers
to deliver the new service.

26 January 2011

Housing O&S

Report on Strategic Housing Function and
Retained Activities made reference to the
regional project.

13 Sept 2011

County Council

A Notice of Motion was considered and
referred to Audit Committee.

1 Nov 2011

Audit Committee

Audit Committee considered a report from
the Director of Community Services on
Galw Gofal regional call monitoring centre.
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Appendix 2: Regional Telecare Project - Chronology
2006 — 2008

The Welsh Government provided all local authorities with a Telecare Grant to enable
them to deploy and trial Telecare equipment as a component in care packages. This
was to kickstart the use of Telecare and was introduced using the existing technology
for community alarm services.

The first phase of the regional project was the delivery of a feasibility study
that recommended the creation of a regional Telecare Service and the joint
development of polices for the deployment, promotion, charging and revenue
collection for Telecare Services.

The report also suggested that call monitoring, installation and maintenance
of equipment should be managed on a regional, single service basis.

2009 - 2011

There was a consensus that call monitoring could be provided jointly on the
basis of current joint service provision and potential economies of scale. This
aspect of the project has led to the development of these proposals on the
grounds of:
» Financial sustainability and cost
» Reducing the cost of future investment as services transitions from
basic community alarms to more advanced Assistive Technology
Solutions in both Telecare and Telehealth.
» Quality and resilience of service
= Quality accreditations from the Telecare Standards Association (TSA)
and Chartermark for customer services.

An initial business case was developed and a final version was agreed by the
regional board in September 2010. Each of the five local authorities used its
own processes for sign-up to the business case - Wrexham had already
entered into an agreement with Chester Care at this stage. Once political
support had been agreed, the Regional Board continued to work on the
detailed business case.

Sub-groups addressed the following areas:
= HR
= T
=  Communication
= Finance
= Legal
= QOperational

During this period, the following issues that particularly affected Flintshire

were discussed:

= Finance model - should charges be calculated on calls or connections? -
Flintshire had fewer calls per connection than the other four authorities, so
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would have been disadvantaged if more weight was given to connections
rather than call volume. A hybrid model was eventually agreed: 30% on
connections, 70% on calls. Calls and connections were re-calculated at
this stage - this included both carelink / telecare type calls and service
out-of-hours calls. The Management Board was fully apprised of the
additional services provided by Flintshire Carelink.

= Technology - Flintshire used a Chubb platform, whereas the other two
centres used a Tunstall platform, therefore equipment testing was required
to ensure compatibility.

= Location - A main site with a subsidiary site was agreed (2 sites builds in
disaster recovery). Llangefni was preferred over Flint because of the
technology issue.

= HR - fewer operatives would be required and as the agreed bases were
in Conwy and Ynys Mon these would be less likely to be attractive to
Flintshire staff. Agreement was reached to share redundancy costs.

Negotiations continued into 2011. A loan was negotiated from the Welsh
Government’s Invest to Save Fund to meet some of the up-front costs, e.g.,
redundancy payments. This is to be re-paid by 2013.

The service became operational in June 2011.
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FLINTSHIRE COUNTY COUNCIL

AGENDA ITEM NUMBER: 5

REPORT TO: AUDIT COMMITTEE

DATE : 30 JANUARY 2012

REPORT BY: HEAD OF FINANCE

SUBJECT : TREASURY MANAGEMENT POLICY AND STRATEGY

STATEMENT 2012/13

1.00 PURPOSE OF REPORT

1.01  To present the 2012/13 draft Treasury Management Policy and Strategy Statement
for review prior to recommendation to Executive.

1.02  To provide an update on matters relating to the Council's Treasury Management
policy, strategy and practices in 2011/12.

1.03  To provide an update on the Council's investment in Landsbanki.

2.00 BACKGROUND

2.01  The Council has nominated the Audit Committee to be responsible for ensuring
effective scrutiny of Treasury Management Strategy and Policies. The Audit
Committee has previously agreed to include Treasury Management as a standing item
on each quarterly agenda to receive an update.

3.00 CONSIDERATIONS

3.01 Treasury Management Policy Statement 2012/13

The draft Policy and Strategy Statement ('Policy Statement') for the new financial
year is attached for review and discussion. Prior to recommendation to Executive an
explanation of the content of the Policy Statement and the approach to be
recommended to Executive, and then Council, was covered in a training session for
all Council Members on 17th January 2011.

Also attached for consideration of this Committee only, are the Treasury
Management Practices. These are referred to in paragraph 3.8 of the Policy
Statement. There are two documents - Part 1 The Main Principles and Part 2
Schedules. The Main Principles remain fundamentally unchanged from previous
reports but for the minor changes required to comply with the new CIPFA Code of
Practice for Treasury Management which are highlighted. The Schedules have been
updated to reflect changes made within the Policy Statement outlined below.

Date: 20/01/2012
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3.02

3.03

Items for Member Scrutiny and Decision on the Policy Statement

CIPFA have produced a revised Code of Practice for Treasury Management and the
new Code of Practice will require formal adoption by the Council.

A Treasury Management Policy and Strategy Statement will need to be approved by
the Council prior to the start of the new financial year which includes:-

e The Council's overall attitude to investment risk and return as demonstrated by
investment criteria, methods used to measure security, investment limits and
the planned course of action.

e Treasury Management Indicators.

Policy Statement Content and Changes

Paragraph 1

A broad summary of the Council's approach to Treasury Management.

Paragraph 2

A summary of the Treasury Management Framework within which the Council
operates which this year makes reference to the new Code of Practice.

Paragraph 3.2

A commentary by Sterling Consultancy Services on the current challenging
environment which forms the backdrop to the current cautious approach
recommended to the Council.

Paragraph 3.3

This provides recommended investment strategy and limits to satisfy both the CIPFA
Code and WG Guidance. The only change is to increase the limit of non specified
investments from £30m to £50m to allow for the further utilisation of AAA rated
Money Market Funds. This is needed because legislation in Wales treats Money
Market Funds as capital expenditure, hence a non-specified investment. AAA rated
Momey Market Funds are currently being used instead of term deposits with Banks.

Paragraph 3.4

This outlines the planned investment strategy for 2012/13, although this year two
options are provided, depending upon prevailing market conditions.

Date: 20/01/2012
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Paragraph 3.5 and 3.6

These paragraphs outline the planned borrowing strategy for the year which remains
unchanged from previous years.

Paragraph 3.7

This includes the Treasury Management Indicators required by the Code and the
changes are:-

e The authorised limit and operational boundary for debt is included but for
information only.

e A new indicator 'upper limit on net debt' has been included which is a
requirement of the new Code.

e The upper limit on variable interest rate exposures has been increased from

£20m to £40m to allow for more flexibility on the management of investments
and debt.

e Credit rating criteria for longer term investments has been added to recognise
longer term credit risk.

e A policy on the use of derivatives is included to satisfy the new Code.

4.00 TREASURY MANAGEMENT POLICY AND STRATEGY STATEMENT
2011/12

4.01

An update was provided to the Committee in December 2011 and little has changed
and is repeated here.

The sovereign debt crisis continues and our advisers, Sterling, have issued a 'red flag'
on credit risk status, suggesting that cash should be kept at 'short notice' in order to
react to any sudden deterioration in market conditions. Clearly, at this time, the
balance of managing risk needs to be towards security and liquidity rather than
return.

Since early September 2011, and in anticipation of a possible deterioration of market
conditions, the following treasury practices have been followed for new deposits,
which are all allowed for within the Policy Statement.

Money 'on call' with banks

Deposits with other local authorities

Use of AAA rated Money Market Funds

Use Debt Management Office (DMO - last resort)

Date: 20/01/2012
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5.00

5.01

6.00

6.01

A summary of the position as at 31st December 2011, compared with November
2011 is shown in the table below.

Nov Dec
Deposit Type Value Value Comment
(£m) (£m)
Short Term Deposits 24.7 16.0 Includes £3.7m Landsbanki
Money 'on call' 9.2 8.2 Interest Rate 0.75% to 0.80%
Money Market Funds 20.3 24.5 Variable Interest Rate (0.68% -
0.78%
Local Authorities 12.0 15.5 Long Term 1.3%/Short Term
0.3%
DMO 0.0 0.0 Interest Rate 0.25%
TOTAL 66.2 64.2 Average Interest Rate = 0.9%

There have been no changes to the Council's long term borrowing.

LANDSBANKI

We anticipate that court settlements in relation to our claims recognising and
approving our claims as priority claims, following the decision of the Icelandic
Supreme Court in the test cases, will be filed at and approved by, the Icelandic
District Court within the next few weeks. The funds that are currently held in escrow
accounts in respect of our portion of the first distribution to priority creditors will
then be released to us.

RECOMMENDATIONS

Members are recommended to:-

I. Review the draft Treasury Management Policy and Strategy Statement
2012/13, including Treasury Management Indicators and make a
recommendation to Executive on 21st February 2012.

2. Review the Treasury Management Practices 2012/13.

3. Note the position in relation to Treasury Management in 2011/12 and the
Council's Investment in Landsbanki.

7.00 FINANCIAL IMPLICATIONS

7.01

None directly as a result of the Treasury Management Policy and Strategy Statement.
The effect on Council budgetsis eported and monitored through the Central Loans
and Investment Account(CLIA).

Date: 20/01/2012
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8.00 ANTI-POVERTY IMPACT

8.01 None.

9.00 ENVIRONMENTAL IMPACT

9.01 None.

10.00 EQUALITIES IMPACT

10.01 None.

11.00 PERSONNEL IMPLICATIONS

11.01 None.

12.00 CONSULTATION REQUIRED

12.01 Sterling Consultancy Services.

13.00 CONSULTATION UNDERTAKEN

13.01 Sterling Consultancy Services.

13.00 BACKGROUND DOCUMENTS

13.01 (i) CIPFA Treasury Management in the Public Service Code of Practice 2011
(i) WG Investment Guidance
(i11) Local Government Act 2008

14.00 APPENDICES

14.01 Appendix 1 - Treasury Management Policy and Strategy Statement 2012/13
Appendix 2 - Treasury Management Practices - Part 1 Main Principles 2012/13
Appendix 3 - Treasury Management Practices - Part 2 Schedules 2012/13

LOCAL GOVERNMENT (ACCESS TO INFORMATION) ACT 1985
BACKGROUND DOCUMENTS

Various Treasury Management papers

Contact Officer: Philip Latham
Telephone: 01352 702264
E-Mail: philip_latham@flintshire.gov.uk

Date: 20/01/2012
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1.1

1.2

1.3

1.4

1.5

1.6

1.7

TREASURY MANAGEMENT POLICY STATEMENT

The Council defines the policies and objectives of its treasury management
activities as follows: -

"The management of the authority's investments and cash flows, its banking,
money market and capital market transactions; the effective control of the
risks associated with those activities; and the pursuit of optimum performance
consistent with those risks".

The Council regards the successful identification, monitoring and control of
risk to be the prime criteria by which the effectiveness of its treasury
management activities will be measured. Accordingly, the analysis and
reporting of treasury management activities will focus on their risk implications
for the Council, and any financial instruments entered into to manage these
risks.

The Council acknowledges that effective treasury management will provide
support towards the achievement of its business and service objectives. It is
therefore committed to the principles of achieving value for money in treasury
management, and to employing suitable comprehensive performance
measurement techniques, within the context of effective risk management.

The Council greatly values revenue budget stability and will therefore borrow
the majority of its long-term funding needs at long-term fixed rates of interest.
Short-term and variable rate loans will only be borrowed to the extent that
they either offset short-term and variable rate investments or can be shown to
produce revenue savings.

The Council will set an affordable borrowing limit each year in compliance with
the Local Government Act 2003, and will have regard to the CIPFA Prudential
Code for Capital Finance in Local Authorities when setting that limit. It will
also set limits on its exposure to changes to interest rates and limits on the
maturity structure of its borrowing in the treasury management strategy report
each year.

The Council’s primary objectives for the investment of its surplus funds are to
protect the principal sums invested from loss, and to ensure adequate liquidity
so that funds are available for expenditure when needed. The generation of
investment income to support the provision of local authority services is an
important, but secondary, objective.

The Council will have regard to Welsh Government Guidance on Local
Government Investments and will approve an investment strategy each year
as part of the treasury management strategy. The strategy will set criteria to
determine suitable organisations in which cash may be invested, limits on the
maximum duration of such investments and limits on the amount of cash that
may be invested with any one organisation.



2.2
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2.5

2.6

BACKGROUND

In 2009, the Council adopted the Chartered Institute of Public Finance and
Accountancy’s Treasury Management in Public Services: Code of Practice
2009 Edition (the CIPFA Code) which requires the Council to approve a
treasury management strategy before the start of each financial year.

The Institute published a revised version of the CIPFA Code in November
2011 in light of the additional financial freedoms available to local authorities
in the Localism Act 2011. The Council is therefore asked to formally adopt
the Treasury Management in the Public Services: Code of Practice 2011
Edition. The new Code of Practice requires some amendments to the
Council’s Treasury Management Policy Statement and the Council is asked to
formally adopt the new policy statement.

In addition, Welsh Government (WG) issued revised guidance on local
authority investments in March 2010 that requires the Council to approve an
investment strategy before the start of each financial year.

This report fulfils the Council’s legal obligation under the Local Government
Act 2003 to have regard to both the CIPFA Code and WG Guidance.

The treasury management framework within which councils operate consists
of::

e Clauses to be formally adopted within Financial Procedures

e A Treasury Management Policy and Strategy Statement, stating the
authority’s policies and objectives.

e Treasury Management Practices, stating how those policies and objectives
will be achieved.

e Accompanying schedules, giving specific details of the systems and
routines to be employed and the records to be maintained.

e Regular reporting to elected members.

CIPFA recommends that all public sector organisations adopt fours clauses in
Financial Procedures. The Council has adopted the following:

1. The Council will create and maintain, as the cornerstones for effective
treasury management:

e a treasury management policy statement, stating the policies,
objectives and approach to risk management of its treasury
management activities

e suitable treasury management practices (TMPs), setting out the
manner in which the organisation will seek to achieve those policies
and objectives, and prescribing how it will manage and control
those activities



The content of the policy statement and TMPs will follow the
recommendations contained in Sections 6 and 7 of the Code, subject
only to amendment where necessary to reflect the particular
circumstances of the Council. Such amendments will not result in the
Council materially deviating from the Code’s key principles.

2. The Council will receive reports on its treasury management policies,
practices and activities, including, as a minimum, an annual strategy
and plan in advance of the year, a mid-year review and an annual
report after its close, in the form prescribed in its TMPs.

3. The Council delegates responsibility for the implementation and regular
monitoring of its treasury management policies and practices to the
Executive, and for the execution and administration of treasury
management decisions to Head of Finance, who will act in accordance
with the organisation’s policy statement and TMPs and, if he/she is a
CIPFA member, CIPFA’'s Standard of Professional Practice on
Treasury Management.

4, The Council nominates Audit Committee to be responsible for ensuring
effective scrutiny of the treasury management strategy and policies.

TREASURY MANAGEMENT STRATEGY STATEMENT

Introduction

This Treasury Management Strategy Statement details the expected activities
of the treasury function in 2012/13. The production and submission of the
Treasury Management Policy and Strategy Statement to the Audit Committee
for scrutiny, Executive and Council for approval is a requirement of the
Council's Financial Procedure Rules. Its content is that recommended in
CIPFA's Treasury Management in the Public Services: Code of Practice (the
Code) 2011 as adopted by County Council from 1st April 2011 and the
Guidance from WG on Local Government Investments under section 15 (1) &
24 of the Local Government Act 2003.

The strategy covers:

Economic Context

Investment Strategy

Borrowing Strategy;

Treasury Management Indicators
Other Treasury Issues



3.2

Economic Context — as provided by Sterling Consultancy Services
Economic Outlook — as at November 2011

The UK economy is continuing its weak recovery from the 2008/09 recession,
with Gross Domestic Product (GDP) growth forecast to be around just 1.0% in
2011 and likely to remain sluggish throughout much of 2012. Government
spending cuts, rising unemployment and uncertain export markets are
conspiring to keep demand low, and a “double dip” recession cannot be ruled
out. Consumer price inflation (CPI), which peaked at 5.2% in September, is
expected to fall sharply as one-off factors like 2010’s VAT increase and fuel
price rises fall out of the annual comparison.

In these circumstances, the Bank of England is unlikely to raise Bank Rate for
several months, and additional quantitative easing is seen by many as being
more likely than rate increases in the near future. However, once a more
robust recovery appears to be taking root, the Bank is likely to prefer to
gradually raise interest rates earlier, rather than waiting too late and needing
to make a sharp correction.

The Eurozone sovereign debt crisis remains a major driver of market
sentiment and with the UK seen a safe haven, gilt yields and hence PWLB
rates have fallen markedly this year. Assuming that there is some resolution
to the crisis, long-term rates are likely to climb back to more normal levels in
2012/13.

A second UK recession or a European sovereign default would see short and
long term interest rates remaining lower for longer, while a faster economic
recovery and a bold solution to the Eurozone crisis would likely see rates rise
more quickly.

The Eurozone debt crisis prompted renewed caution by banks and other
financial institutions, resulting in similar conditions to the 2008 credit crunch.
The uncertainty regarding counterparty exposure to struggling Eurozone
nations, particularly Greece, led banks to hoard cash, causing problems for
those banks more reliant on wholesale funding. The problems were
somewhat alleviated by central bank action, but bank funding levels remain
elevated.



Interest rate forecasts

Sterling Consultancy Services central interest rate forecast — November 2011

Bank 1 month 3 month | 12 month 25 year

Rate LIBOR LIBOR LIBOR PWLB
Current 0.50 0.73 1.01 1.79 4.06
Q12012 0.50 0.70 1.00 1.75 4.20
Q2 2012 0.50 0.70 1.00 1.70 4.40
Q3 2012 0.50 0.75 1.00 1.80 4.50
Q4 2012 0.75 0.85 1.05 1.90 4.50
H1 2013 1.00 1.10 1.25 2.00 4.60
H2 2013 1.50 1.60 1.75 2.50 4.70
H1 2014 2.00 2.10 2.25 3.00 4.80
H2 2014 2.50 2.60 2.75 3.50 4.90

HM Treasury Survey of Forecasts — November 2011
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3.3.1

3.3.2

3.3.3

Average annual Bank Rate %
2012 2013 2014 2015
Highest 1.1 2.6 3.0 3.7
Average 0.6 0.9 1.7 2.7
Lowest 0.5 0.5 0.9 14

Investment Strategy

The Council holds surplus funds which represent income received in advance
of expenditure plus balances and reserves held. Both the CIPFA Code and
WG Guidance require the Council to invest prudently and to have regard to
security and liquidity of its investments before seeking the highest rate of
return or yield.

Part 1 of the Local Government Act 2003, which introduced the Prudential
Capital Finance System, gives a local authority power to invest for any
purposes relevant to its functions under any enactment, or for the purposes of
the prudent management of its financial affairs. The Act requires an authority
to ‘have regard to guidance issued by Welsh Government (WG)'.

WG requires a local authority, before the start of each financial year, to draw
up an Investment Strategy which must be approved by the full council and be
published. This document should contain certain investment limits. As allowed
by the Guidance, Flintshire County Council incorporates the requirements into
this Policy Statement. WG Guidance requires the Council to approve certain
investment limits and other related information on the following:

e Specified Investments
¢ Non-specified Investments
¢ Investments which can be prudently committed for more than one year
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Credit Risk Assessment

Investment Consultants

Investment Training

Investment of money borrowed in advance of need.

Specified Investments and Credit Risk

Specified investments are those expected to offer relatively high security and
liquidity, and can be entered into with the minimum of formalities. WG
guidance defines specified investments as those:

Denominated in sterling

Due to be repaid within 12 months of arrangement

Not defined as capital expenditure by legislation

Invested with one of the UK Government, UK Local Authority or a body
awarded a high credit quality.

The Council defines the following as having a high credit quality:

FITCH MOODY’S STANDARD &
POORS
Rating UK & Building UK & Overseas Building UK & Overseas Building
Type Overseas Societies Banks Societies Banks Societies
Banks

Short F1 F2 P1 P2 A-1 A-2
Term

Long A A- A2 A3 A A-
Term

NB: The definition of these credit ratings is included in the Treasury
Management Practices.

Investment decisions will be made based on ratings from the three credit
rating agencies above. The Council is informed of credit rating changes by
our advisers. If a counterparty no longer meets the investment criteria, no
further investments will be made with that counterparty and consideration
will be given to recalling the monies. If a counterparty is at risk of falling
below the Council’s criteria because it is on review for possible
downgrade, no further investments will be made in that counterparty.

Overseas banks must be from a country with a minimum rating of AA+
unless UK incorporated. Although they are subsidiaries of foreign banks
they are incorporated in the UK, have substantial domestic operations and
are subject to full oversight by the FSA.

Sterling Consultancy Services (the Council's Treasury Management
Advisors) will also inform the Head of Finance of any other market
information that they have (e.g. credit default swap prices, news, reports
and opinions). Full regard will be given to this information and no
investments will be made with an organisation if there are substantive
doubts about its credit quality even though it may meet the credit rating
criteria.



3.3.5

Other limits for specified investments are:

e Counterparty limit of £7m (or 25% of total portfolio if balances are
below £30m)

e Counterparty limit on lower and non-rated building societies is £5m.

e There is no sector limit on UK Government and UK Local Authorities,
but a counterparty limit of £7m. applies for each local authority.

e Building Society Sector Limit of 60% of total investments

e A group of banks under the same ownership will be treated as a single
organisation for limit purposes.

¢ Individual overseas country limit is £10m

e Total overseas sector limit is 25% of total portfolio.

Where investment limits are expressed as a percentage, these will apply at
the time the investment is made.

Building Societies

UK Building Societies without credit ratings or those which are lower rated will
be considered to be of ‘high credit quality’, but subject to a lower cash limit
(£5m) and shorter time period than higher rated building societies in the table
above. The Council takes additional comfort from the building societies’
regulatory framework and insolvency regime where, in the unlikely event of a
building society liquidation, the Council’s deposits would be paid out in
preference to retail depositors. Investments in lower rated and unrated
building societies will be reviewed if the insolvency regime is amended in
future.

However, no investments will be made with building societies that hold a long
term credit rating lower than BBB or equivalent, due to the increased
likelihood of default implied by this rating.

The minimum asset size of the building society must be £1bn.

Non-specified Investments

Any investment not meeting the definition of a specified investment is classed
as non-specified. The Council does not intend to make any investments in
foreign currencies, nor any with low credit quality bodies, nor any that are
defined as capital expenditure by legislation (such as company shares), with
the exception of Money Market Funds. Current Welsh legislation provides
that the purchase of shares in a money market fund by a local authority
counts as capital expenditure.

The limits for these investments are as follows:-

e Deposits and government investments greater than 1 year (including
forward deals): £20m
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3.3.7

3.3.8

e Money Market Funds (AAA rated constant net asset value): £7m per fund
Each investment greater than 1 year is non-specified by definition and

approval is required from the Head of Finance before such an investment is
made. The total value of all non-specified investments will not exceed £50m.

Money Market Funds

Money market funds are pooled investment vehicles consisting of instruments
similar to those used by the Council. They have the advantage of providing
wide diversification of investment risks, coupled with the services of a
professional fund manager. Fees of between 0.10% and 0.20% per annum
are deducted from the interest paid to the Council.

Investments in money market funds involve the acquisition of share capital,
and are therefore counted as capital expenditure under WG regulations.
However, since withdrawals from funds count as capital receipts, these will be
used to fund the capital expenditure, leaving no overall impact on the
Council’s capital programme.

Liquidity of Investments (Non-specified by definition)

The amounts that can be prudently invested for longer than one year have
been ascertained by estimating short term cash flow requirements. The
maximum period of an investment will be 5 years.

External Fund Managers and Treasury Management Advisors

The performance of external cash managers is monitored by Sterling
Consultancy Services and if it is considered appropriate in the future to
appoint such a manager, a recommendation will be made to Council via the
Audit Committee and Executive.

Treasury management advisors are appointed via competitive tender which
clearly states the services required. The contract period is usually 3 years
with an option to extend. The Council’s Contract Procedure Rules are applied.

The responsibility for decisions remains with the Council. Sterling Consultancy
Services provide information and advice to assist the Head of Finance.
Sterling Consultancy Services provide:

Advice and guidance on relevant policies, strategies and reports
Advice on credit ratings and changes.

Other information on credit quality

Advice on debt management decisions

Forecast interest rates

Accounting advice.
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e A ‘health check’ on the Council’'s Treasury Management Practices
e Training courses
o Assist with other treasury issues on request.

The quality of the service is monitored by the Head of Finance and reviewed
as part of the contract review process.

Investment Training

In house expertise is required which will be supported by advice from the
treasury management advisors.

The Head of Finance is a member of CIPFA and as such must follow a
Statement of Professional Practice (SOPP) and has a professional
responsibility to ensure that relevant staff are appropriately trained.

All treasury officers are qualified to Association of Accountancy Technician
Level as a minimum. Officer training is reviewed as part of the Council’s
Employee Appraisal Process. All officer training is recorded on a divisional
database.

Flintshire County Council is a member of the CIPFA Treasury Management
Network. Treasury officers receive weekly updates from the Network and
attend seminars organised by the Network, as required.

Flintshire County Council is lead authority for the Clwyd Pension Fund. The
Clwyd Pension Fund Manager is currently responsible for advising the Head
of Finance in the discharge of her duties for the Council’s treasury function
and other duties outlined in Treasury Management Practices. The Clwyd
Pension Fund Manager has received training to fulfil this role.

The Finance Function Review will be implemented during 2012/13 and
responsibility for advising the Head of Finance will transfer from the Clwyd
Pension Fund Manager to the Corporate Finance Manager. There will be a
period of transition between the two members of the Senior Finance Team.

3.3.10 Investment of Money Borrowed in Advance of Need

3.4

3.4.1

The Council will only invest money borrowed in advance of need for known
debt maturities or to finance the borrowing requirement for the year
concerned.

Planned Investment Strategy for 2011/12
The current market conditions affect the creditworthiness of all organisations

and this is not generally reflected in the credit ratings but can be seen in other
market measures. The current approach is as follows:



3.4.2

3.4.3

3.4.4

3.4.5

3.4.6

Money “on call” with banks

Deposits with other local authorities

Use of AAA rated Money Market Funds

Use of Debt Management Office (DMO) as last resort

The extent to which these restrictions continue into 2012/13 will be in line with
the prevailing market conditions. If these circumstances continue the
estimated income is £460k. However, in the hope that market conditions
improve, the planned strategy will return to the following approach.

The cash flow forecast will be used to divide surplus funds into three
categories:

e Short Term (less than 1 month) — cash required to meet known cash
outflows in the next month, plus a contingency to cover unexpected cash
flows.

e Medium Term (1 month — 12 months) - cash required to manage the
annual seasonal cash flow.

e Long Term (1 year to 5 years) — cash not required to meet cash flows and
used primarily to generate investment income.

Short term funds are required to meet cash flows in the next month or so, and
preservation of capital and liquidity. Investment return is of limited concern.
Instant access bank accounts or Money Market Funds will be the main
method used to manage short term cash which should return base rate.
Where limits are reached, the Government’s Debt Management Office could
be used but rates will be lower than base rate. It is estimated that about 35%
of surplus monies will be short term for cash flow purposes, although this may
vary depending on changes to the interest rate yield curve.

Medium term funds which may be required in the next one to twelve months
will be managed concentrating on security, with less importance on liquidity
but slightly higher emphasis on yield. The majority of the investments will be
in the form of fixed term deposits with banks and building societies. A wide
spread of counterparties and maturity dates will be maintained to maximise
the diversification of credit and interest rate risks. It is estimated that about
55% of surplus funds will be medium term. However, again this may vary
depending on changes to the interest rate yield curve.

Cash that is not required to meet any liquidity need can be invested for the
longer term with a greater emphasis on returns that will support spending on
local authority services. However, in the current economic and financial
environment it is likely that only a small percentage, about 10% will be
invested longer term, probably over two years in fixed term deposits or
callable deposits. Another option will be to appoint an external manager to
diversify into a wider range of instruments including certificates of deposits,
treasury bills and gilts.

Assuming current interest rate forecasts quoted earlier in this Strategy
Statement and a cash balance which is estimated to average around £64m,
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3.5

3.5.1

3.5.2

3.6

by implementing this strategy income generated is estimated to be £640K.
However, for reasons of prudence, the budget has been set at the lower
estimate of £460k but progress of this strategy will be reported to Members
quarterly and considered as part of the Council’s revenue budgeting.

Borrowing Strategy

The Head of Finance will:

e Manage the Council's debt maturity profile, i.e. to leave no one future year
with a high level of repayments that could cause problems in re-borrowing
with the limits stated in this Strategy Statement. Appendix A analyses the
debt portfolio of the Council, as at 31st December, 2011.

e To effect borrowing required in 2012/13 at the cheapest cost
commensurate with future risk based on interest rate forecasts.

e To monitor and review the level of variable interest rate loans in order to
take greater advantage of interest rate movements, within the limits stated
in this Strategy.

e Continue to monitor options for debt-restructuring and debt re-payment.

The Head of Finance will monitor the interest rate market and adopt a

pragmatic approach to any changing circumstances, reporting any decisions

and actions taken under delegated powers to Executive via the Audit

Committee.

Planned Borrowing Strategy for 2012/13

The Council's debt portfolio position as at 31 December 2011 is:

Type Principal Average
£m Interest
Rate**
%
Fixed Rate Funding PWLB 144.66 5.88%
Variable Rate Funding PWLB 10.00 0.71%
Market* 18.95 4.53%
Total Long Term Debt 173.61 5.43%

* The above market loans are LOBO's (Lenders Option, Borrowers Option)
with had fixed interest rate periods of 12, 16 and 23 months followed by a
33, 34 and 35 year variable period, with an option in the variable period to
repay the principal prior to maturity if the Lender increases the interest rate.

** If any debt re-structuring or repayment opportunities are implemented
before 31 March 2012, this may impact on the average interest rate.
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3.6.1

3.6.2

3.6.3

3.6.4

3.6.5

3.6.6

3.7

3.7.1

3.7.2

The efficient management of cash flow should mean that no short term
borrowing is required unless as a short term measure during debt re-
structuring, so it is assumed the cost of short term borrowing will be zero. The
Council has an overdraft limit with the bank of £300,000.

The Council has nearly £174m of long term debt. Most of this debt is with the
Public Loans Works Board (£154m of PWLB debt). Loans of £144.66m are at
a fixed rate of interest which has the advantage of providing budget certainty.
The interest payment on this debt is £8.5m per annum. A loan of £10 million is
at a variable rate (currently 0.66%), which cost the Council £70k in 2011/12.
The PWLB allows authorities to repay loans before maturity and either pay a
premium or receive a discount according to a formula based on current
interest rates. There may be opportunities to re-structure debt in 2012/13 by
replacing some higher rate loans with new loans at a lower rate where this will
lead to an overall saving or reduce risk. However, given current expectations
of interest rates, this is unlikely.

The remainder of the long term debt (£19m) has been borrowed from banks in
the form of three LOBOs (Lenders Option, Borrowers Option). These have a
short fixed interest rate period (which has now passed for these loans)
followed by a longer variable rate period. There is an option for the Council to
repay the loan during the variable rate period if the lender increases the
interest rate. The advantage of using these loans is that the interest rate,
during the fixed rate period especially, can be lower than the PWLB.

The interest cost on these loans is estimated to be £860K in 2012/13 but they
are all in their variable rate period and the lender could increase the interest
rate, albeit given the current expectations for interest rates this is unlikely.

For a number of years the Council has not taken any new long term borrowing
and used cash reserves to fund capital expenditure. The Council’s Capital
Programme, including Prudential Borrowing will be reviewed to consider the
most financially advantageous method of financing future debt. The situation
is monitored on an on-going basis by the Head of Finance.

All the above is being considered as part of the Council’s budget process for
2012/13.

Treasury Management Indicators
The key indicators proposed to be set by full Council are shown in the table

below. The limits for 2013/14 and 2014/15 are indicative figures only and
could be changed next year.

The Authorised Limit and Operational Boundary for external debt are
Prudential Indicators and will be approved alongside the Capital Programme.
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2012/13 2013/14 2014/15
£m £m £m

Operational boundary — borrowing 186.0 189.5 191.5
Operational boundary — other long-term

liabilities 2.2 2.2 2.2
Operational boundary — TOTAL 188.2 191.7 193.7
Authorised limit — borrowing 206.0 209.5 211.5
Authorised limit — other long-term

liabilities 2.2 2.2 2.2
Authorised limit - TOTAL 208.2 211.7 213.7

3.7.3

Interest rate exposures are set to control the Council’s exposure to interest
rate risk. The upper limit on net debt indicator was introduced in 2011 and is
intended to highlight where the Council borrows in advance of need. Since
net debt does not change when loans are borrowed and the proceeds re-
invested, it is not yet clear how this indicator will work. CIPFA has not yet
produced guidance on its use, and so the Council is being asked to set a
deliberately high limit this year.

Indicator Type 2012/13 | 2013/14 | 2014/15
Upper Limit on fixed interest rate £200m | £200m | £200m
exposures

Upper Limit on variable interest rate £40m £40m £40m
exposures

Upper Limit on net debt 100% 100% 100%

3.7.4

3.7.5

The table below proposes the upper and lower limits for the maturity of loans
which are internally set so that no future year is left with a high level of
repayments and controls exposure to re-financing risk. These limits are
proposed for 2012/13, 2013/14 and 2014/15.

Upper and Lower Limits for maturity Lower Upper
structure of borrowing Limit Limit
Under 12 months 0% 15%
12 months and within 24 months 0% 10%
24 months and within 5 years 0% 30%
5 years and within 10 years 0% 50%
10 years and above 10% 100%

The purpose of this indicator is to control the Council’s exposure to the risk of
incurring losses by seeking early repayment of investments.

Prudential limits for principal sums invested in periods £ 30 million

longer than 364 days
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3.7.6

3.8

3.8.1

This limit is proposed for 2012/13, 2013/14 and 2014/15

Long term investments will only be made with institutions of the highest credit
quality as shown in the table below

Time limit
Banks and other organisations AA+ 5 years
whose lowest published long-term AA 4 years
credit rating from Fitch, Moody’s AA- 3 years
and Standard & Poor’s is: A+ 2 years
A 1 year

Policy on Use of Financial Derivatives

The Localism Act 2011 includes a general power competence that removes
the uncertain legal position over English local authorities’ use of standalone
financial derivatives (i.e. those that are not embedded into a loan or
investment). Although this change does not apply to Wales, the latest CIPFA
Code requires authorities to clearly detail their policy on the use of derivatives
in the annual strategy.

In the absence of any legislative power, the Council’s policy is not to enter into
standalone financial derivatives transactions such as swaps, forwards, futures
and options. Embedded derivatives will not be subject to this policy, although
the risks they present will be managed in line with the overall treasury risk
management strategy.

Other Treasury Issues

Treasury Management Practices (TMPs)

As part of the compliance with CIPFA's Treasury Management in the Public
Services: Code of Practice (the Code) 2011, the following TMPs have been
documented:-

TMP 1 Treasury Risk management

TMP 2 Performance measurement

TMP 3 Decision - making and analysis

TMP 4  Approved instruments, methods and techniques
Organisation, clarity and segregation of responsibilities, and
dealing arrangements

TMP 6 Reporting requirements and management information
arrangements

TMP 7  Budgeting, accounting and audit arrangements

TMP 8 Cash and cash flow management

TMP 9 Money laundering

TMP 10 Staff training and qualifications

TMP 11 Use of external service providers

TMP 12 Corporate governance
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APPENDIX A — DEBT MATURITY PROFILE

Debt Maturity Profile
£m
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TREASURY MANAGEMENT PRACTICES

Treasury Management Practices (TMPs) set out the manner in which this

organisation will seek to achieve its treasury management policies and objectives

and how it will manage and control those activities.

Treasury Management Practices (TMPs)

TMP 1 Treasury risk management

TMP 2 Performance Measurement

TMP 3 Decision-making and analysis

TMP 4 Approved instruments, methods and techniques

TMP 5 Organisation, clarity and segregation of responsibilities, and
dealing arrangements

TMP 6 Reporting requirements and management information
arrangements

TMP 7 Budgeting, accounting and audit arrangements
TMP 8 Cash and cash flow management

TMP 9 Money laundering

TMP 10 Staff training and qualifications

TMP 11 Use of external service providers

TMP 12 Corporate governance

Page



Treasury Management Practices 2012/13

TMP1 TREASURY RISK MANAGEMENT

The Head of Finance will design, implement and monitor all arrangements for the
identification, management and control of treasury management risk, will report at
least annually on the adequacy/suitability thereof, and will report, as a matter of
urgency, the circumstances of any actual or likely difficulty in achieving the Council's
objectives in this respect, all in accordance with the procedures set out in TMP6
Reporting requirements and management information arrangements.

In respect of each of the following risks, the arrangements which seek to ensure
compliance with these objectives are set out in the schedule to this document.

[1] Credit and counterparty risk management

The Council regards a key objective of its treasury management activities to be the
security of the principal sums it invests. Accordingly, it will ensure that its
counterparty lists and limits reflect a prudent attitude towards organisations with
whom funds may be deposited, and will limit its investment activities to the
instruments, methods and techniques referred to in TMP4 Approved Instruments,
methods and techniques and listed in the schedule to this document. It also
recognises the need to have, and will therefore maintain, a formal counterparty
policy in respect of those organisations from which it may borrow, or with whom it
may enter into other financing or derivative arrangements.

[2] Liquidity risk management

The Council will ensure it has adequate though not excessive cash resources,
borrowing arrangements, overdraft or standby facilities to enable it at all times to
have the level of funds available to it which are necessary for the achievement of its
business/service objectives.

The Council will only borrow in advance of need where there is a clear business
case for doing so and will only do so for the current capital programme or to finance
future debt maturities.

[3] Interest rate risk management

The Council will manage its exposure to fluctuations in interest rates with a view to
containing its interest costs, or securing its interest revenues, in accordance with the
amounts provided in its budgetary arrangements as amended in accordance with
TMP6 Reporting requirement and management information arrangements.

It will achieve this by the prudent use of its approved instruments, methods and
techniques, primarily to create stability and certainty of costs and revenues, but at
the same time retaining a sufficient degree of flexibility to take advantage of
unexpected, potentially advantageous changes in the level or structure of interest
rates. This should be subject at all times to the consideration and, if required,
approval of any policy or budgetary implications.
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It will ensure that any hedging tools such as derivatives are only used for the
management of risk and the prudent management of financial affairs and that the
policy for the use of derivatives is clearly detailed in the annual strategy.

[4] Exchange rate risk management

The Council will manage its exposure to fluctuations in exchange rates so as to
minimise any detrimental impact on its budgeted income/expenditure levels.

[5] Refinancing risk management

The Council will ensure that its borrowing, private financing and partnership
arrangements are negotiated, structured and documented, and the maturity profile of
the monies so raised are managed, with a view to obtaining offer terms for renewal
or refinancing, if required, which are competitive and as favourable to the
organisation as can reasonably be achieved in the light of market conditions
prevailing at the time.

It will actively manage its relationships with its counterparties in these transactions in
such a manner as to secure this objective, and will avoid over-reliance on any one
source of funding if this might jeopardise achievement of the above.

[6] Legal and regulatory risk management

The Council will ensure that all of its treasury management activities comply with its
statutory powers and regulatory requirements. It will demonstrate such compliance,
if required to do so, to all parties with whom it deals in such activities. In framing its
credit and counterparty policy under TMP1.1 credit and counterparty risk
management, it will ensure that there is evidence of counterparties' powers, authority
and compliance in respect of the transactions they may effect with the organisation,
particularly with regard to duty of care and fees charged.

The Council recognises that future legislative or regulatory changes may impact on
its treasury management activities and, so far as it is reasonably able to do so, will
seek to minimise the risk of these impacting adversely on the organisation.

[7] Fraud, error and corruption, and contingency management

The Council will ensure that it has identified the circumstances which may expose it
to the risk of loss through fraud, error, corruption or other eventualities in its treasury
management dealings. Accordingly, it will employ suitable systems and procedures,
and will maintain effective contingency management arrangements, to these ends.

[8] Market risk management

The Council will seek to ensure that its stated treasury management policies and
objectives will not be compromised by adverse market fluctuations in the value of the
principal sums it invests, and will accordingly seek to protect itself from the effects of
such fluctuations.



Treasury Management Practices 2012/13

TMP2 PERFORMANCE MEASUREMENT

The Council is committed to the pursuit of value for money in its treasury
management activities, and to the use of performance methodology in support of that
aim, within the framework set out in its Treasury Management Policy Statement.

Accordingly, the treasury management function will be the subject of ongoing
analysis of the value it adds in support of the Council's stated business or service
objectives. It will be the subject of regular examination of alternative methods of
service delivery, of the availability of fiscal or other grant or subsidy incentives, and
of the scope for other potential improvements. The performance of the treasury
management function will be measured using the criteria set out in the schedule to
this document.

TMP3 DECISION-MAKING AND ANALYSIS

The Council will maintain full records of its treasury management decisions, and of
the processes and practices applied in reaching those decisions, both for the
purposes of learning from the past, and for demonstrating that reasonable steps
were taken to ensure that all issues relevant to those decisions were taken into
account at the time. The issues to be addressed and processes and practices to be
pursued in reaching decisions are detailed in the schedule to this document.

TMP4 APPROVED INSTRUMENTS, METHODS AND TECHNIQUES

The Council will undertake its treasury management activities by employing only
those instruments, methods and techniques detailed in the schedule to this
document, and within the limits and parameters defined in TMP1, Risk management.

Where the Council intends to use derivative instruments for the management of
risks, these will be limited to those set out in its annual treasury strategy. The
Council will seek proper advice and will consider that advice when entering into
arrangements to use such products to ensure that it fully understands those
products.

TMP5 ORGANISATION, CLARITY AND SEGREGATION OF RESPONSIBILITIES,
AND DEALING ARRANGEMENTS

The Council considers it essential, for the purposes of the effective control and
monitoring of its treasury management activities, and for the reduction of the risk of
fraud or error, and for the pursuit of optimum performance, that these activities are
structured and managed in a fully integrated manner, and that there is at all times a
clarity of treasury management responsibilities.

The principle on which this will be based is a clear distinction between those charged
with setting treasury management policies and those charged with implementing and
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controlling these policies, particularly with regard to the execution and transmission
of funds, the recording and administering of treasury management decisions, and the
audit and review of the treasury management function.

If and when the Council intends, as a result of lack of resources or other
circumstances, to depart from these principles, the Head of Finance will ensure that
the reasons are properly reported in accordance with TMP6 Reporting requirements
and management information arrangements, and the implications properly
considered and evaluated.

The Head of Finance will ensure that there are clear written statements of the
responsibilities for each post engaged in treasury management, and the
arrangement for absence cover. The Head of Finance will also ensure that at all
times those engaged in treasury management will follow the policies and procedures
set out. The present arrangements are detailed in the schedule to this document.

The Head of Finance will ensure there is proper documentation for all deals and
transactions, and that procedures exist for the effective transmission of funds. The
present arrangements are detailed in the schedule to this document.

The delegations to the Head of Finance in respect of treasury management are set
out in the schedule to this document. The Head of Finance will fulfil all such
responsibilities in accordance with the Council's policy statement and TMPs and, if a
CIPFA member, the Standard of Professional Practice on treasury management.

TMP6 REPORTING REQUIREMENTS AND MANAGEMENT INFORMATION
ARRANGEMENTS

The Council will ensure that regular reports are prepared and considered on the
implementation of its treasury management policies; on the effects of decisions
taken and the transactions executed in pursuit of those policies; on the implications
of changes, particularly budgetary, resulting from regulatory, economic, market or
other factors affecting its treasury management activities; and on the performance of
the treasury management function.

As a minimum:
The County Council will receive:

¢ An annual report on the strategy and plan to be pursued in the coming year

¢ A mid-year review

¢ An annual report on the performance of the treasury management function, on
the effects of the decisions taken and the transactions executed in the past
year, and on any circumstances of non-compliance with the organisation's
Treasury Management Policy Statement and TMPs.

In addition to the above, the Audit Committee will receive regular monitoring reports
on treasury management activities and risks. Audit Committee will also have
responsibility for the scrutiny of treasury management policies and practices.
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Treasury Management Indicators will be reported in the Policy Statement.
The present arrangements and the form of these reports are detailed in the schedule
to this document.

TMP7 BUDGETING, ACCOUNTING AND AUDIT ARRANGEMENTS

The Head of Finance will prepare, and this organisation will approve and, if
necessary, from time to time amend, an annual budget for treasury management,
which will bring together all of the costs involved in running the treasury
management function, together with associated income. The matters to be included
in the budget will at minimum be those required by statute or regulation, together
with such information as will demonstrate compliance with TMP1 Risk management,
TMP2 Performance Measurement, and TMP4 Approved instruments, methods and
techniques. The Head of Finance will exercise effective controls over this budget,
and will report upon and recommend any changes required in accordance with
TMP6 Reporting requirements and management information arrangements.

The Council will account for its treasury management activities, for decisions made
and transactions executed, in accordance with appropriate accounting practices and
standards, and with statutory and regulatory requirements in force for the time being.

TMP8 CASH AND CASH FLOW MANAGEMENT

Unless statutory or regulatory requirements demand otherwise, all monies in the
hands of this organisation will be under the control of the Head of Finance, and will
be aggregated for cash flow and investment management purposes. Cash flow
projections will be prepared on a regular and timely basis, and the Head of Finance
will ensure that these are adequate for the purposes of monitoring compliance with
TMP1 [1] liquidity risk management. The present arrangements for preparing cash
flow projections, and their form, are set out in the schedule to this document.

TMP9 MONEY LAUNDERING

The Council is alert to the possibility that it may become the subject of an attempt to
involve it in a transaction involving the laundering of money. Accordingly, it will
maintain procedures for verifying and recording the identity of counterparties and
reporting suspicions, and will ensure that staff involved in this are properly trained.
The present arrangements, including the name of the officer to whom reports should
be made, are detailed in the schedule to this document.

TMP10 STAFF TRAINING AND QUALIFICATIONS

The Council recognises the importance of ensuring that all staff involved in the
treasury management function are fully equipped to undertake the duties and
responsibilities allocated to them. It will therefore seek to appoint individuals who are
both capable and experienced and will provide training for staff to enable them to
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acquire and maintain an appropriate level of expertise, knowledge and skills. The
Head of Finance will recommend and implement the necessary arrangements.

The Head of Finance will ensure that committee/council members tasked with
treasury management responsibilities, including those responsible for scrutiny, have
access to training relevant to their needs and those responsibilities.

Those charged with governance recognise their individual responsibility to ensure
that they have the necessary skills to complete their role effectively.

The present arrangements are detailed in the schedule to this document.

TMP11 USE OF EXTERNAL SERVICE PROVIDERS

The Council recognises that responsibility for treasury management decisions
remains with the organisation at all times. It recognises that there may be potential
value in employing external providers of treasury management services, in order to
acquire access to specialist skills and resources. When it employs such service
providers, it will ensure it does so for reasons which have been submitted to a full
evaluation of the costs and benefits. It will also ensure that the terms of their
appointment and the methods by which their value will be assessed are properly
agreed and documented, and subjected to regular review. And it will ensure, where
feasible and necessary, that a spread of service providers is used, to avoid over
reliance on one or a small number of companies. Where services are subject to
formal tender or re-tender arrangements, legislative requirements will always be
observed. The monitoring of such arrangements rests with the Head of Finance, and
details of the current arrangements are set out in the schedule to this document.

TMP12 CORPORATE GOVERNANCE

The Council is committed to the pursuit of proper corporate governance throughout
its businesses and services, and to establishing the principles and practices by
which this can be achieved. Accordingly, the treasury management function and its
activities will be undertaken with openness and transparency, honesty, integrity and
accountability.

The Council has adopted and has implemented the key principles of the Code. This,
together with the other arrangements detailed in the schedule to this document, are
considered vital to the achievement of proper corporate governance in treasury
management, and the Head of Finance will monitor and, if and when necessary,
report upon the effectiveness of these arrangements.
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TREASURY MANAGEMENT PRACTICES - SCHEDULES

This section contains the schedules which set out the details of how the Treasury

Management Practices (TMPs) are put into effect by this organisation.

Treasury Management Practices — Schedules

TMP 1 Risk management

TMP 2 Performance Measurement

TMP 3 Decision-making and analysis

TMP 4 Approved instruments, methods and techniques

TMP 5 Organisation, clarity and segregation of responsibilities, and
dealing arrangements

TMP 6 Reporting requirements and management information
Arrangements

TMP 7 Budgeting, accounting and audit arrangements
TMP 8 Cash and cash flow management

TMP 9 Money laundering

TMP 10 Staff training and qualifications

TMP 11 Use of external service providers

TMP 12 Corporate governance

Appendix A — Definition of ratings
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TMP1 RISK MANAGEMENT

1.1 Credit & Counterparty Policies

1.1.1. Criteria to be used for creating/managing approved counterparty lists/limits -

1.

The Head of Finance will formulate suitable criteria for assessing and
monitoring the credit risk of investment counterparties and shall
construct a lending list comprising time, type, sector and specific
counterparty limits.

2. Treasury Management staff will add or delete counterparties to/from
the approved counterparty list in line with the policy on criteria for
selection of counterparties. The complete list is available in the Funds
Section. It should be noted that not all of these counterparties will be
used. This depends on whether they are in the market at the time of
investment and whether they are offering competitive rates.

3. The Council will use credit criteria in order to select creditworthy
counterparties for placing investments with (see also 1.1.3)

4. Credit ratings will be used as supplied from Fitch, Moody’s and
Standard & Poors credit rating agencies.

5. The minimum level of credit rating for an approved counterparty will be
as follows: -

FITCH MOODY’S STANDARD & POORS
Rating UK & Building UK & Overseas Building UK & Overseas Banks Building
Type Overseas Societies Banks Societies Societies

Banks

Short F1 F2 P1 P2 A-1 A-2
Term
Long A A- A2 A3 A A-
Term

A definition of the ratings can be found in appendix A.

6.

In addition, UK Building Societies without credit ratings or those which
are lower rated will be considered to be of ‘high credit quality’, but
subject to a lower cash limit (£5m) and shorter time period than higher
rated building societies in the table above. However, no investments
will be made with building societies that hold a long term credit rating
lower than BBB or equivalent, due to the increased likelihood of default
implied by this rating. The minimum asset size of the building society
must be £1bn. Due to the strong regulatory framework to which
building societies must adhere, the additional risk is minimised and
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widening the scope for investment will maximise the investment return
available.

7. The Council also has access to all UK local authorities, the
Governments Debt Management Office (DMO) and AAA rated Money
Market Funds (MMFs)

8. The maximum period for investments will be 5 years.

9. For rated banks and building societies, the maximum value for any one
investment transaction will be £7 million or 25% of the total portfolio if
balances fall below £30 million. For non-rated the limit will be £5
million or 10% of the total portfolio if balances fall below £30 million.
The aim is to spread any risk over as many Counterparties as are
available within the credit rating criteria.

10 A group of financial institutions under the same ownership will be
treated as a single organisation for limit purposes with a maximum limit
of £7m.

11.  The maximum percentage of the portfolio which may be invested in the
building society sector will be 60%.

12. The approved counterparty list may include non UK registered
counterparties from foreign countries with a minimum sovereign rating
of AA+. The individual overseas country limit will be £10 million. Total
Overseas % of investment portfolio will be 25%.

*Overseas banks do not include UK incorporated banks e.g.
Clydesdale. Although they are subsidiaries of foreign banks they are
incorporated in the UK, have substantial domestic operations and are
subject to full oversight by the FSA.

13. The sector limits are shown below —

UK banks 100%
Building Societies 60%
Overseas Banks 25%
Money Market Funds 100%

Debt Management Office (DMO) 100%

. Approved methodology for changing Ilimits and adding/removing

counterparties

Credit ratings for individual counterparties can change at any time. The Head
of Finance is responsible for applying the stated credit rating criteria in 1.1.1.
for selecting approved counterparties, and will add or delete counterparties as
appropriate to / from the approved counterparty list when there is a change in
the credit ratings of individual counterparties or in banking structures e.g. on
mergers or take-overs. The Head of Finance will also adjust lending limits
and periods when there is a change in the credit ratings of individual
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1.2

counterparties or in banking structures e.g. on mergers or take-overs in
accordance with the criteria in 1.1.1.

. Details of Credit Rating Agencies’ services or other services which provide

current credit ratings and updates on changes.

a.

Ratings from the three agencies are updated monthly by Sterling;
however, they will provide immediate notification of any changes which
affect Flintshire County Council counterparties. If a counterparty no
longer meets the investment criteria, no further investments will be
made with that counterparty and consideration will be given to recalling
the monies. If a counterparty is being reviewed for a possible
downgrade outside the criteria no more investments will be made.

Sterling will also inform the Head of Finance of any other market
information that they have (e.g. Credit Default Swap prices, news
reports and opinion, balance sheet analysis in the absence of credit
ratings) which may require credit ratings to be overridden and no
further investment to be made with that counterparty.

Liquidity

1.2.1

1.2.2

1.3

Amounts of approved minimum cash balances and short-term investments

a.

The Council manages its cash balances on a daily basis, dependent
upon cash flow demands. The objective is to achieve a balance of +/-
£300,000 each day by means of temporary investments and borrowing.
Temporary investments are cash flow driven with the objective of
ensuring that future temporary borrowing is minimised.

Details of:

Standby facilities - Short-term borrowing undertaken

Bank overdraft arrangements - authorised arrangement up to £300,000
overdrawn

Short-term borrowing facilities - short term borrowing will be arranged
for any overdrawn balance in excess of £200,000 through the money
market if no call money is available

Insurance/guarantee facilities - not required

Other contingency arrangements - negotiations with the Council's
bankers

Call Accounts with limits of £7 million each (subject to ratings and
sector limits)

Interest Rate

1.3.1.

Details of approved interest rate exposure limits

a.
b.

The upper limit on fixed interest rate exposures is £200 million
The upper limit on variable interest rate exposures is £20 million
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1.3.2.

Trigger points and other guidelines for managing changes to interest rate
levels

a. This is monitored in conjunction with the Council's treasury advisers,
Sterling and through the London money market on a daily basis.
b. The management of a balanced investment portfolio which retains a

mix of long term investments (fixed rate) and shorter term (variable
rate) investments which are variable to protect against interest risk.

1.4 Exchange Rate
1.4.1 Approved criteria for managing changes in exchange rate levels

a. The Council does not make payments or receive foreign currency in

sufficient levels that warrant currency management e.g. hedging
1.5 Refinancing
1.5.1. Debt/other capital financing maturity profiling, policies and practices.

a. To manage the Council's debt maturity profile i.e. to leave no one
future year with a high level of repayments that could cause problems
in re-borrowing.

1.5.2. Projected capital investment requirements.

a. The borrowing requirement is determined as part of the Capital
Programme.

1.5.3. Policy concerning limits on revenue consequences of capital financing.

a. This is part of the ongoing budget monitoring process

1.6 Legal & Regulatory
1.6.1. References to relevant statutes and regulations

a. Prior to entering into any capital financing, lending or investment
transaction, it is the responsibility of the Head of Finance to be
satisfied, by reference to the Monitoring Officer, the Authority's legal
department and external advisors as appropriate, that the proposed
transaction does not breach statute, external regulations or the
Authority's Financial Procedures.

b. The Council’s legal powers and regulatory requirements come from —

e Local Government Act 2003
http://www.opsi.gov.uk/acts/acts2003/pdf/ukpga_20030026_en.pdf

e Local Authorities (Capital Finance and Accounting) (Wales)
Regulations 2003 (and subsequent amending regulations)




Treasury Management Practice Schedules 2012/13

http://www.opsi.gov.uk/legislation/wales/wsi2003/wsi 20033239 en.p
df

e Welsh Assembly Government “Guidance on Local Government
Investments”
http://wales.gov.uk/topics/localgovernment/publications/guideinvest/;j
sessionid=mp3KKnDTyn91SG3PQvIFrpgnBVTnIXvyGH1pynJlcCplg5n9hlL
0tP!514291769?lang=en

o CIPFA “Treasury Management in the Public Services Code of
Practice”
e CIPFA “Prudential Code for Capital Finance in Local Authorities”

Hard copies are available in the Funds Section.

1.7 Fraud, error and corruption, and contingency management
1.7.1. Details of systems and procedures to be followed, including internet services.
a. These are documented in the Treasury Management Operational
Guidelines.
1.7.2. Emergency and contingency planning arrangements
a. This process is currently under review.
1.7.3 Fraud, Error & Corruption.
a. There is a system of internal control in place to prevent and identify
fraud and error.
b. Any issue identified will be immediately reported to the Head of
Finance and Head of Internal Audit and subsequently to Audit
Committee and Council.
1.8 Market Value of Investments
1.8.1. Details of approved procedures and limits for controlling exposure to

investments whose capital value may fluctuate (Government Issue Long Term
Stock - GILTS, Certificates of Deposit - CDs, etc.)

a. No current investments are held where capital values may be
influenced by market movements and fluctuate.
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TMP 2 PERFORMANCE MEASUREMENT

2.1 Performance Measurement

2.1.1 The Council’s Treasury Management Consultants recommended the following
for use as benchmarks against which to compare performance. For
investments, the most commonly used benchmark is the 3 month London
Inter-Bank Bid (LIBID) rate.

21.2 In the annual Treasury Management Out-turn Report, investment and
borrowing rates are analysed against the above recommended rates and with
previous years.

2.1.3 Health checks are undertaken by the Council’'s Treasury Management
Consultants.

2.1.4 The Council is a member of CIPFA's benchmarking club on Treasury
Management

2.2 Value for Money

2.2.1 Frequency for reviewing and tendering for the following services:

Banking services - tendered every 5 years

Money-broking services - annual review

Treasury Consultant services — tendered every 3 years

External Cash Managers - none currently employed but this will be
analysed as part of a continuous review.

cooop

2.3 Methods to be employed for measuring the performance of the

organisation’s Treasury Management activities

2.3.1 The Head of Finance will receive a monthly update on Treasury Management
from the Clwyd Pension Fund Manager.

2.3.2 The performance of treasury management will be reported quarterly to the
Audit Committee and then to Executive and Council in the mid year review
Annual Out-turn Report using the performance measures outlined in 2.1.

2.4 Benchmarks and calculation methodology:

2.4.1 Debt management:

Average rate on all external debt
Average rate on external debt borrowed in previous financial year Average rate on
internal borrowing
Average period to maturity of external debt
Average period to maturity of new loans in previous year
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2.4.2 Investment:

The performance of investment earnings will be measured against the
following benchmarks: -

3 month LIBID rate
Indicative rates provided by the CIPFA Benchmarking Club on Treasury
Management

TMP 3 DECISION-MAKING AND ANALYSIS

3.1 Funding, borrowing, lending and new instruments/techniques:

3.1.1 Records to be kept:
a. These are documented in the Treasury Management Operational
Guidelines. All records are kept to provide a full audit trail for all Treasury
decisions.

3.1.2 Processes to be pursued:

a. All reports on Treasury Management issues are submitted to the Head of
Finance for decision making

3.1.3 Issues to be addressed:

3.1.3.1. In respect of every decision made the Council will:

a. Above all be clear about the nature and extent of the risks to
which the Council may become exposed
b. Be certain about the legality of the decision reached and the

nature of the transaction, and that all authorities to proceed have
been obtained

C. Be content that the documentation is adequate both to deliver
the Council's objectives and protect the organisation's interests,
and to deliver good housekeeping

d. Ensure that third parties are judged satisfactory in the context of
the Council's creditworthiness policies, and that limits have not
been exceeded

e. Be content that the terms of any transactions have been fully
checked against the market, and have been found to be
competitive.

3.1.3.2 In respect of borrowing and other funding decisions, the Council will:

a. Evaluate the economic and market factors that might influence
the manner and timing of any decision to fund.
b. Consider the merits and demerits of alternative forms of funding,

including funding from revenue, leasing and private
partnerships.
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Consider the alternative interest rate bases available, the most
appropriate periods to fund and repayment profiles to use.
Consider the ongoing revenue liabilities created, and the
implications for the organisation's future plans and budgets.

3.1.3.3 In respect of investment decisions, the organisation will:

a.

b.

Consider the optimum period, in the light of cash flow availability
and prevailing market conditions.

Consider the alternative investment products and techniques
available, especially the implications of using any which may
expose the organisation to changes in the value of its capital.

3.1.4 Considerations to be made before each temporary borrowing and investment

decision

3.1.41

3.14.2

Borrowing

a. Are funds available in call accounts?

b. Arrange temporary borrowing through a broker for the
shortest period of time at the lowest rate of interest
available.

Investing

a. Establish funds available to be invested

b. Establish a maturity date using cash flow and Sterling’s

weekly investment strategy

C. Using the Ratings spreadsheet —
Check the limit for building societies (60% of portfolio)
Headroom available with each counterparty

d. Check the credit ratings and other market information
available for the chosen counterparty.

e. Use a broker to find the highest rate of interest for the
requirements above

f. If after the above, funds still cannot be placed and call

accounts are full, then invest with DMO.

TMP 4 APPROVED INSTRUMENTS, METHODS AND TECHNIQUES

4.1

Approved activities of the Treasury Management operation

All borrowing is undertaken in accordance with the Local Government Act
2003 section 1 and all investments undertaken in accordance with section 12.

The approved activities are:

e borrowing;

e lending;

10
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4.2

debt repayment and rescheduling;

consideration, approval and use of new financial instruments and treasury
management techniques;

managing the underlying risk associated with the Council's capital
financing and surplus funds activities;

managing cash flow;

banking activities;

leasing.

Approved Instruments for Borrowing

4.3

All borrowings are undertaken in line with the following approved loan
instruments:-

Public Works Loan Board (PWLB)

European Investment Bank (EIB)

Local Authorities

Banks

Building Societies

Pension Funds

Negotiable Bonds

Stock Issues

Internal sources

Sterling commercial paper (for 7 days to 1 year)
Sterling medium term notes (for 1 to 5 years)

Approved Instruments for Investments

4.4

The annual Treasury Management Strategy provides details of specified and
non-specified investments and the maximum limits for each, as is required
under Guidance issued by the Welsh Assembly. The approved investment
instruments are

Fixed Term Deposits

Certificates of Deposit

Bank Accounts (Instant Access & Notice Accounts)

Pooled Investment Vehicles (Such as Money Market Funds)
U.K. Treasury Bills

U.K. Government Bonds (Gilts)

Approved Techniques

Forward dealing up to 364 days;
Callable deposits.

11
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4.5 Approved methods and sources of raising capital finance

Finance will only be raised in accordance with the Prudential Code for Capital
Finance, and within this limit the Council has a number of approved methods
and sources of raising capital finance. These are:

On Balance Sheet

Public Works Loan Board (PWLB)
European Investment Bank (EIB)
Local Authorities

Banks

Building Societies

Pension Funds

Stock issues

Negotiable Bonds

Internal sources (capital receipts & revenue balances)
Sterling commercial paper
Sterling medium term notes
Finance Leases

Off Balance Sheet
Deferred Purchase

Other Methods of Financing
Government and EC Capital Grants
Lottery monies

Private Finance Initiative (PFI)

All forms of funding will be considered dependent on the prevailing economic
climate, regulations and local considerations. The Head of Finance has
delegated powers through this Policy and the Strategy to take the most
appropriate form of borrowing from approved sources.

TMP5 ORGANISATION, CLARITY AND SEGREGATION OF RESPONSIBILITIES,
AND DEALING ARRANGEMENTS

5.1 Limits to Responsibilities/Discretion at Committee/Executive levels

5.1.1 County Council

The Council is responsible for:-

a. Receiving and reviewing reports on treasury management policies,
practices and activities.

b. Approval of annual policy and strategy.

C. Approval of/famendments to the organisation’s adopted clauses,
treasury management policy and strategy.

d. Budget consideration and approval.

e. Approval of the division of responsibilities.

12
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5.1.2 Executive

The Executive is responsible for:

a. Receiving reports from the Head of Finance informed by the
deliberations of the Audit Committee on the implementation and regular
monitoring of its treasury management policy, strategy and practices.

b. Consideration of Treasury Policy and Strategy for approval by Council.

5.1.3 Audit Committee

The Audit Committee is responsible for —

a. Reviewing the treasury management policy and practices and making
recommendations to Executive.
b. Receiving and reviewing regular monitoring reports.

5.2 Principles and practices concerning segregation of duties

Procedure Regular Trained in Absence
Cash Balances Senior Officer (Funds) Accountancy

Technician/Accountancy Assistant
Dealing and Limit Senior Officer (Funds) Accountancy
Calculations Technician/Accountancy Assistant
Logotech (TM reporting Senior Officer (Funds) Accountancy
system) Technician/Accountancy Assistant
Dealing Internal Control | Accountancy Technician Accountancy Assistant/Funds
Check Manager
Dealing Authorisation 6 Authorised Bank

Signatories

(Head of Finance,
Corporate Finance

Manager,
4 Heads of Service)
Funds Transfer Accountancy Assistant 5 Accountancy Technicians
Operators
Funds Transfer Approval | 4 Principal Accountants
Bankline (On Line Administration Manager Business Support Officer

Banking & Payments
System) Administrators

5.3 Statement of duties/responsibilities of each Treasury post

5.3.1 Head of Finance

a. Recommending clauses, treasury management policy/practices for
approval, reviewing the same regularly, and monitoring compliance.

b. Submitting regular treasury management policy and strategy reports.
C. Submitting budgets and budget variations.
d. Receiving and reviewing management information reports.

13
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5.3.2

5.3.3

5.34

Reviewing the performance of the treasury management

Ensuring the adequacy of treasury management resources and skills
and the effective division of responsibilities within the treasury
management function.

Ensuring the adequacy of internal audit and liaising with external audit
Approving the selection of external service providers (within the

Council’'s Contract Procedure Rules) and agreeing terms of
appointment.

Clwyd Pension Fund Manager

a.

b.

To deputise for the Head of Finance.

To advise the Head of Finance in the discharge of his/her duties.
Regularly review the Treasury Management function.

Submitting management information reports to the Head of Finance.
Drafting reports for Audit Committee, Executive and Council.

Review a monthly report from the Funds Manager on the performance
of the Treasury Management function.

Funds Manager

Supervise treasury management staff

Review the draft report on the performance of the Treasury
Management function.

Identify and recommend opportunities for improved practices.

Ensure that the day to day activities accord with the Treasury
Management Policy Statement and Practices

Senior Officer — Funds

Execution of transactions

Adhere to agreed policies and practices on a day-to-day basis
Maintain relationships with counterparties and external service
providers.

Draft reports for Audit Committee, Executive and Council
Produce cash flow projections and monitor performance.

14
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f. Report on the performance of the Treasury Management function.
5.3.5 Other Officers
a. To deputise as necessary for the above posts, adhering to their duties
and responsibilities.
5.4 Dealing Limits
5.4.1 As outlined in 1.1 - Credit and Counterparty Policies
5.5 List of Approved Brokers
5.5.1 Four of the following five approved brokers are currently used by the Council
(see 11.1.2).
e Garban Intercapital Limited
e Martin Brokers (UK) Plc
e Prebon Marshall Yamane (UK) Limited
e Sterling International Brokers Ltd (not currently used to avoid conflict of
interest as advisors)
e Tradition (UK) Ltd
5.6 Policy on Brokers’ Services
5.6.1 Reviewed annually
5.7 Policy on taping conversations
5.7.1 No conversations are currently taped
5.8  Direct Dealing Practices
5.8.1 This is undertaken as and when required to maximise investment return
5.9 Settlement transmission procedures
5.9.1 Standard Settlement Instructions
5.10 Documentation Requirements

Flintshire CC Treasury Management Policy Statement.

Flintshire CC Treasury Management Annual Outturn Report.
Treasury Management Health checks.

Loans and Treasury Management System Manual (LOGOTECH).
Manual Diary and Cash Flow Statement (LOGOTECH).

Money Market Dealing Form.

Loans Outstanding Form / Limit Calculations.
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5.11

List of Brokers and Telephone Numbers.

Approved Counterparties (Regular update from Sterling).

Outstanding and Matured Investments/Borrowing File.

Previous TM Consultants Correspondence Files.

Sterling Consultancy Services Correspondence File (TM Consultants).
Treasury Management Operational Guidelines.

Treasury Management (Long Term Borrowing) Operational Guidelines.

Arrangements concerning the management of third-party funds.

5.11.1 Third party funds are included in the net daily bank balance and the funds are

TMP

utilised by the Council on that basis. Interest is paid as follows -

Education Trust Funds — base rate, annually

Optec Youth Exchange Fund — average monthly rate, quarterly
Insurance Fund — average seven day rate, annually

Education Delegated Fund — average seven day rate, annually

6 REPORTING REQUIREMENTS AND MANAGEMENT INFORMATION
ARRANGEMENTS

6.1 Annual Treasury Management Strategy Statement

6.1.1 The Treasury Management Strategy sets out the specific expected treasury
activities for the forthcoming financial year. This Strategy will be scrutinised by
Audit Committee, submitted to the Executive and then to the County Council
Committee for approval before the commencement of each financial year.

6.1.2 The formulation of the annual Treasury Management Strategy involves
determining the appropriate borrowing and investment decisions in the light of
the anticipated movement in both fixed and shorter-term variable interest
rates. For instance, this organisation may decide to postpone borrowing if
fixed interest rates are expected to fall, or borrow early if fixed interest rates
are expected to rise.

6.1.3 The Treasury Management Strategy is concerned with the following elements:
o the prospects for interest rates;
¢ the limits placed by this organisation on treasury activities
o the expected borrowing strategy;
e the expected investment strategy;
e the expectations for debt rescheduling;
e any extraordinary treasury issue.
e Treasury Management Indicators.

6.1.4

The Treasury Management Strategy will establish the expected move in
interest rates (using all available information such as published interest rate
forecasts where applicable)..
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In accordance with legislation, the Council is required to approve key
indicators and limits for the Prudential Code for Capital Finance. These are

¢ Incremental impact of capital investment decisions on council tax/housing

Limit for principal sums invested for periods longer than 364 days

The Head of Finance is responsible for incorporating the relevant limits for the
Treasury Management Code into the Annual Treasury Management Strategy,
and for ensuring compliance with the limits. Should it prove necessary to
amend these limits, the Head of Finance shall submit the changes for scrutiny
by the Audit Committee and recommendation by the Executive before

6.2 Prudential Code for Capital Finance
6.2.1
listed below and reported in the Prudential Indicators Report.
o Estimates of Capital Expenditure
e Ratio of financing costs to net revenue stream
rents
e Capital financing requirement
e Authorised limit for external debt
e Operational Boundary for external debt
The following are within the Treasury Management Code.
e Upper limit on fixed interest rate exposures
e Upper limit on variable interest rate exposures
e Upper and lower limits for maturity structure of borrowing
[ J
6.2.2
submission to County Council for approval.
6.3 Annual Investment Strategy
6.3.1

The Welsh Assembly Government requires the documentation of an Annual
Investment Strategy including the following:

Specified Investments — Investments offering high security and liquidity
Non-specified Investments — Investments with greater potential risk
Investments which can be prudently committed for longer than 1 year.
Credit Risk Assessment.

Use of Investment Consultants.

Investment Training.

Investment money borrowed in advance of need.
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6.4 Annual Report on Treasury Management Activity

6.4.1 An annual report will be presented to the Audit Committee, Executive and
then the County Council at the earliest practicable meeting after the end of the
financial year, but in any case by the end of September. This report will
include the following: -

e a comprehensive picture for the financial year of all treasury policies,
plans, activities and results

e transactions executed and their revenue (current) effects

e report on risk implications of decisions taken and transactions executed

e monitoring of compliance with approved policy, practices and statutory /
regulatory requirements

e monitoring of compliance with powers delegated to officers

e degree of compliance with the original strategy and explanation of
deviations

e explanation of future impact of decisions taken on the organisation

e measurements of performance

e report on compliance with CIPFA Code recommendations

The report will be subject to review by the Audit Committee

6.5 Mid-Year Review

6.5.1 A mid-year report will be presented to the Audit Committee, Executive and
Council, which will include the following:

activities undertaken

variations (if any) from agreed policies/practices

interim performance report

regular monitoring

monitoring of treasury management indicators for local authorities.

The report will be subject to review by the Audit Committee

6.6 Management Information Reports

6.6.1 The Funds Manager will report management information to the Clwyd Pension
Fund Manager monthly for review. The Clwyd Pension Fund Manager will
report monthly to the Head of Finance

6.7 Presentation of Reports

As a minimum:
The County Council will receive:

e An annual report on the strategy and plan to be pursued in the coming
year

18
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e A mid-year review

e An annual report on the performance of the treasury management
function, on the effects of the decisions taken and the transactions
executed in the past year, and on any circumstances of non-compliance
with the organisation's Treasury Management Policy Statement and
TMPs.

In addition to the above, the Audit Committee and Executive will receive
regular monitoring reports on treasury management activities and risks. Audit
Committee will also have responsibility for the scrutiny of treasury
management policies and practices.

Treasury Management Indicators will be reported in the Policy Statement.

TMP 7 BUDGETING, ACCOUNTING AND AUDIT ARRANGEMENTS

7.1 Statutory/ Regulatory Requirements

7.1.1 The Treasury Management part of the statement of accounts has been
prepared in accordance with the accounting policies applicable to local
authorities.

7.2 Accounting Practices and Standards

7.21 The accounts are prepared in accordance with the CIPFA Treasury
Management in the Public Sector Code of Practice, supported by guidance
notes on the application of accounting standards.

7.3 Information passed to Head of Corporate & Capital Accounting

7.3.1 Information showing original budget for investment income compared to

actual achieved with forecast is to be passed the Head of Corporate & Capital
Accounting on a monthly basis.

TMP 8 CASH AND CASH FLOW MANAGEMENT

8.1 Arrangements for preparing/submitting cash flow statements

8.1.1 Annual cash flow prepared before the start of the financial year and updated
throughout the year

8.2 Content and frequency of cash flow budgets

8.2.1 All known cash flow factors are included for the coming financial year

8.3 Listing of sources of information

8.3.1 Correspondence from external organisations and internal departments,

together with various information extracted from the Annual Budget Book.
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External —

Welsh Assembly
North Wales Police Authority
North Wales Fire Authority

Internal —
Payroll
Pensions
Council Tax
Creditors
8.4 Bank statement procedures
8.4.1 All bank statement information is obtained electronically from the NatWest
Bankline website.
8.5 Procedures for banking of funds
8.5.1 All day to day treasury management transactions are paid and received by the
Clearing House Automated Payments System (CHAPS).
8.6 Cash Flow Management
8.6.1 Arrangements as detailed in section 3.1.4
8.7 Debtors and Creditors
8.7.1 Debtors and Creditors are monitored so that any significant moves can be

prepared for. Creditors provide warning of payments 2 days in advance.

TMP 9 MONEY LAUNDERING

9.1

Procedures for establishing identity/authenticity of Lenders

9.1.1

The Council does not accept loans from individuals. All loans are obtained
from the PWLB or from authorised institutions on the FSA Register which is a
public record of financial service firms, individuals and other bodies which fall
under its regulatory jurisdiction as defined in the Financial Services & Markets
Act 2000 (FSMA). This Act came into force on 1% December 2001.

Any borrowing undertaken from the money markets is through money brokers,
who are also authorised and regulated by the Financial Services Authority.
This adds a further layer of protection as the broker vets the institutions
involved in any transactions.
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TMP 10 STAFF TRAINING AND QUALIFICATIONS

10.1 _Details of approved training courses

10.1.1 Reviewed as part of the annual Employee Appraisal process. Sterling also
provide training on treasury issues to staff when required.

10.1.2 Flintshire County Council is a member of the CIPFA Treasury Management
Network. Treasury officers receive weekly updates from the Network and
attend seminars organised by the Network, as required.

10.2 Records of training received by Treasury staff

10.2.1 All training is recorded on a departmental database.

10.3 Approved qualifications for Treasury staff

10.3.1 All treasury officers are qualified to AAT Technician level as a minimum.

10.3.2 Flintshire County Council is lead authority for the Clwyd Pension Fund. The
Clwyd Pension Fund Manager is responsible for advising the Head of Finance
in the discharge of her duties for the Council’s Treasury function and other
duties outlined in Treasury Management Practices. The Clwyd Pension Fund
Manager has received training to fulfil this role.

10.4 Training of Members

10.4.1 Audit Committee Members will receive a quarterly Treasury Management
report and training will be given as required. Other Members will be invited to
attend training and receive Treasury reports as outlined in these Practices.

10.5 Statement of Professional Practice (SOPP)

10.5.1 Where the Head of Finance is a member of CIPFA, there is a professional
need for the Head of Finance to be seen to be committed to professional
responsibilities through both personal compliance and by ensuring that
relevant staff are appropriately trained.

10.5.2 Other staff involved in treasury management activities who are members of
CIPFA must also comply with the SOPP.

TMP 11 USE OF EXTERNAL SERVICE PROVIDERS

11.1  Details of contracts with Service Providers, including Bankers, Brokers,
Consultants & Advisers

11.1.1 Banking services:

e National Westminster Bank Plc
e Contract commenced June 2008 to run for 5 years.
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e Cost of core service - £35,000 p.a.
e Payments due on an ongoing basis throughout the year

11.1.2 Money-broking services:

The following money market brokers services are utilised for day to day
transactions as and when required.

Garban Intercapital plc

Martin Brokers (UK) plc

Prebon Marshall Yamane (UK) Limited
Tradition UK Limited

11.1.3 Treasury Consultant services:

e Sterling Consultancy Services

e Contract commenced 1st May 2010 for 3 years with the option to extend
for a further 2 years.

e Cost of service - £8,800 plus VAT per annum

e Payments due quarterly

11.2 Procedures and frequency for tendering services

11.2.1 See TMP2 Performance Measurement section (2.2.1) for full details of
services tendered. The process must comply with the Council’s Contract
Procedure rules.

TMP 12 CORPORATE GOVERNANCE

12.1 List of documents to be made available for public inspection

12.1.1 Treasury Management Policy & Strategy Statement
12.1.2 Treasury Management Mid Year Report
12.1.3 Treasury Management Annual Out-turn Report
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APPENDIX A

Definition of Ratings

Fitch Short Term

F1+ - Best quality grade, indicating exceptionally strong capacity of obligor
to meet its financial commitment

F1 - Best quality grade, indicating strong capacity of obligor to meet its
financial commitment

F2 - Good quality grade with satisfactory capacity of obligor to meet its
financial commitment

Fitch Long Term

AAA -Highest credit quality. Rating denotes the lowest expectation of
credit risk. They are assigned only in case of exceptionally strong capacity
for payment of financial commitments. The capacity is highly unlikely to be
adversely affected by foreseeable events.

AA - Very high credit quality. Rating denotes expectations of very low
credit risk. They indicate very strong capacity for payment of financial
commitments. This capacity is not significantly vulnerable to foreseeable
events.

A - High credit quality. Rating denotes expectation of low credit risk. The
capacity for payment of financial commitments is considered strong. The
capacity may, nevertheless, be more vulnerable to changes in
circumstances or in economic conditions than is the case for higher
ratings.

BBB - Good quality rating. ‘BBB’ ratings indicate that there are currently
expectations of low credit risk. The capacity for payment of financial
commitments is considered adequate but adverse changes in
circumstances and economic conditions are more likely to impair this
capacity. This is the lowest investment grade category.

The modifiers “+” & “-“ may be appended to any of the ratings above to
denote a relative status within major categories.

Moody’s Short Term

P1 Issuers have a superior ability to repay short-term debt obligations
P2 Issuers have a strong ability to repay short-term debt obligations
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Moody’s Long Term

Aaa - Judged to be one of the highest quality, with minimal credit risk

Aa - Judged to be of high quality and are subject to very low credit risk

A - Considered upper-medium grade and are subject to low credit risk

Baa - Offers adequate credit quality. However, certain protective elements
may be lacking or may be characteristically unreliable over any great
length of time.

Moody’s appends numerical modifiers 1, 2 and 3 to each rating
classification. 1 indicates that the obligation ranks in the higher end of its
category, 2 mid-range and 3 a ranking in the lower end of that category.

Standard & Poors Short Term

A-1 - A short-term obligation rated 'A-1' is rated in the highest category by
Standard & Poor's. The obligor's capacity to meet its financial commitment
on the obligation is strong. Within this category, certain obligations are
designated with a plus sign (+). This indicates that the obligor's capacity to
meet its financial commitment on these obligations is extremely strong.
A-2 - A short-term obligation rated 'A-2' is somewhat more susceptible to
the adverse effects of changes in circumstances and economic conditions
than obligations in higher rating categories. However, the obligor's
capacity to meet its financial commitment on the obligation is satisfactory.

Standard & Poors Long Term

AAA - An obligor rated 'AAA' has the highest rating assigned by Standard
& Poor's. The obligor's capacity to meet its financial commitment on the
obligation is extremely strong.

AA - An obligor rated 'AA' differs from the highest-rated obligations only to
a small degree. The obligor's capacity to meet its financial commitment on
the obligation is very strong.

A - An obligor rated 'A' is somewhat more susceptible to the adverse
effects of changes in circumstances and economic conditions than
obligations in higher-rated categories. However, the obligor's capacity to
meet its financial commitment on the obligation is still strong.

BBB - An obligor rated ‘BBB’ has adequate capacity to meet its financial
commitments. However, adverse economic conditions or changing
circumstances are more likely to lead to a weakened capacity of the
obligor to meet its financial commitments.

Plus (+) or minus (-) The ratings from 'AA' to 'CCC' may be modified by
the addition of a plus (+) or minus (-) sign to show relative standing within
the major rating categories

24
77



FLINTSHIRE COUNTY COUNCIL

AGENDA ITEM NUMBER: 6

REPORT TO: AUDIT COMMITTEE

DATE : 30 JANUARY 2012
REPORT BY: HEAD OF FINANCE

SUBJECT : FINAL REPORTS AND PERFORMANCE INDICATORS

1.00

1.01

2.00

2.01

3.00

3.01

3.02

3.03

3.04

4.00

4.01

5.00

5.01

6.00

PURPOSE OF REPORT

To inform Members of final reports issued since the last Audit Committee (Appendix
A), and of Directorates and Internal Audit's performance for responses against target
(Appendix B and Appendix C).

BACKGROUND

Internal Audit is required to prepare a report detailing the outcome of all audit work
and report performance against a range of indicators.

CONSIDERATIONS

This report details the outcomes of all reports finalised since the last Audit
Committee - Appendix A. The Appendix also includes details of the limited
assurance reports issued in that time.These reports now include details of the findings
that gave rise to the recommendations.

Response times continue to be monitored by the audit department against the target
times of 30 days for corporate reports and 20 days for all other reports. The time
taken to issue draft and final reports is also monitored.

For indicators with a result outside the target times, an explanation has been gained
and is noted in Appendix B. Delays have mostly been caused by the need for further
discussions.

Details are also given of five draft reports currently outstanding outside the target
times. Where possible reasons for the delays have been obtained.

RECOMMENDATIONS

The Committee is requested to note this report.

FINANCIAL IMPLICATIONS

None.

ANTI POVERTY IMPACT

Date: 20/01/2012
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6.01

7.00

7.01

8.00

8.01

9.00

9.01

10.00

10.01

11.00

11.01

12.00

12.01

LOCAL GOVERNMENT (ACCESS TO INFORMATION) ACT 1985

None.

ENVIRONMENTAL IMPACT

None.

EQUALITIES IMPACT

None.

PERSONNEL IMPLICATIONS

None.

CONSULTATION REQUIRED

None.

CONSULTATION UNDERTAKEN

None.

APPENDICES

Final Reports Issued
PTI's on issued reports
Outstanding Draft Reports

BACKGROUND DOCUMENTS

None.

Contact Officer: David Webster
Telephone: 01352 702248

E-Mail:

david webster@flintshire.gov.uk
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APPENDIX A

The following reports have been finalised since the last Audit Committee.
Action plans are in place to address the weaknesses identified. For reviews
which received limited or little assurance a summary of the findings and the
Action Plan is attached.

Project Project Description Level of Recommendations
Reference Assurance F S VA
FDO090P1 Capital Programme Limited 0 12 2
FDO0140R1 Insurance Adequate 0 5 5
FD0040R1 MTFS N/A 1 7 1
FLOO80P1 Main Accounting Limited 1 10 17
LD0220P1 Data Protection Limited 2 3 0
HR0210R1 Absence Management Adequate 2 2 3
ITO100R1 Technical Projects (LAN & | Substantial 0 0 1
WAN)
ITO110R1 Technical Projects Substantial 0 0 0
(IT0O110R1)
LL1010P1 School Budgetary Control Limited 0 3 6
CS0040R1 Childcare Development Adequate 0 3 5
and Family Information
Service
CS0130R1 Registration of Charges Good 0 2 1
follow up
ENOO90OR1 Carbon Reduction Adequate 0 3 4
Commitment
ENO100R1 Fees & Income Adequate 0 5 0
Maximisation
ENO120R1 Rural Dev Plan — Rural n/a 0 4 0
Flintshire Tourism Grant
Investigation Report
OA9075R1 Redundancy N/A 0 3 0

Levels of Assurance — standard reports.
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Substantial — A robust framework of controls ensures objectives are likely to

be achieved. In addition, controls are applied continuously or with minor

lapses.

Adequate — A sufficient framework of key controls for the object to be achieved,
but the control framework could be stronger. Or, controls are applied but with
some lapses.

Limited — There is a risk of objectives not being achieved due to the absence of
key controls. Or, there is significant breakdown in the application of controls.

Levels of Assurance — follow up reports.

Good. 80%+ of recommendations have been implemented. All fundamental
recommendations have been implemented.

Reasonable. 50-80% of recommendations have been implemented. Any
outstanding fundamental recommendations are in the process of being
implemented.

Little. Less than 50% of recommendations have been implemented.
Unsatisfactory progress has been made on the implementation of fundamental
recommendations.

Categorisation of Recommendations

F - Fundamental
S - Significant
MA - Merits Attention

Fundamental — action is imperative to ensure that the objectives for the area
under review are met.

Significant — requires action to avoid exposure to significant risks in achieving the
objectives for the area under review.

Merits Attention — action advised to enhance control or improve operational
efficiency.
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Performance Indicators

APPENDIX B

CORPORATE
Performance Indicator Target Reports Reports
Number of Finalised |Finalised for
Days for Audit | this Audit
Committee | Committee
1 Nov 2011
Time from completion of fieldwork 20 days 8 0
to issue of draft
Time from issue of draft report to 20 days 63 0
receipt of management response
Corporate Reports - Time from 30 days 0 0
issue of draft report to receipt of
management response
Time from receipt of management 5 days 4 0
response to issue of final report
FINANCE
Performance Indicator Target Reports Reports
Number of Finalised |Finalised for
Days for the this Audit
Audit Committee
Committee
1 Nov 2011
Time from completion of fieldwork 20 days 12 13
to issue of draft
Time from issue of draft report to 20 days 22 74*
receipt of management response
Corporate Reports - Time from 30 days 0 0
issue of draft report to receipt of
management response
Time from receipt of management 5 days 1 1

response to issue of final report

* Capital Programme, Insurance, Main Accounting, and MTFS all overdue. Delayed by FFR and

budgeting
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Performance Indicators

LEGAL AND DEMOCRATIC

APPENDIX B

Performance Indicator Target Reports Reports
Number of Finalised |Finalised for
Days for Audit | this Audit
Committee | Committee
1 Nov 2011
Time from completion of fieldwork 20 days 0 24*
to issue of draft
Time from issue of draft report to 20 days 0 7
receipt of management response
Corporate Reports - Time from 30 days 0 0
issue of draft report to receipt of
management response
Time from receipt of management 5 days 0 20
response to issue of final report
*Data Protection Further discussions with management
HUMAN RESOURCES
Performance Indicator Target Reports Reports
Number of Finalised | Finalised
Days for the for this
Audit Audit
Committee | Committee
1 Nov 2011
Time from completion of fieldwork 20 days 25 22
to issue of draft
Time from issue of draft report to 20 days 17 31*
receipt of management response
Corporate Reports - Time from 30 days 0 0
issue of draft report to receipt of
management response
Time from receipt of management 5 days 3 3
response to issue of final report

* Absence Management — Changes in management within HR

INFORMATION
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Performance Indicators

APPENDIX B

TECHNOLOGY
Performance Indicator Target Reports Reports
Number of Finalised Finalised
Days for the for this
Audit Audit
Committee | Committee
1 Nov
2011
Time from completion of fieldwork 20 days 19 7
to issue of draft
Time from issue of draft report to 20 days 42 21
receipt of management response
Corporate Reports - Time from 30 days 0 0
issue of draft report to receipt of
management response
Time from receipt of management 5 days 2 5
response to issue of final report
LIFELONG LEARNING
Performance Indicator Target Reports Reports
Number of Finalised Finalised
Days for the for this
Audit Audit
Committee | Committee
1 Nov
2011
Time from completion of fieldwork to 20 days 3 14
issue of draft
Time from issue of draft report to 20 days 18 49*
receipt of management response
Corporate Reports - Time from 30 days 0 0
issue of draft report to receipt of
management response
Time from receipt of management 5 days 4 11
response to issue of final report

*School Budgetary Control. Change of management.
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Performance Indicators
COMMUNITY SERVICES

APPENDIX B

Performance Indicator Target Reports Reports
Number of Finalised | Finalised
Days for Audit for this
Committee Audit
1 Nov 2011 | Committee
Time from completion of fieldwork 20 days 19 1
to issue of draft
Time from issue of draft report to 20 days 12 35*
receipt of management response
Corporate Reports - Time from 30 days 0 0
issue of draft report to receipt of
management response
Time from receipt of management 5 days 9 1
response to issue of final report
*Registration of charges follow up.
ENVIRONMENT
Performance Indicator Target Reports Reports
Number of Finalised | Finalised
Days for the for this
Audit Audit
Committee | Committee
1 Nov 2011
Time from completion of fieldwork 20 days 13 8
to issue of draft
Time from issue of draft report to 20 days 1 24>
receipt of management response
Corporate Reports - Time from 30 days 0 0
issue of draft report to receipt of
management response
Time from receipt of management 5 days 102 1

response to issue of final report

131

*Rural Flintshire Development Grant. Further discussions with management.




Performance Indicators

APPENDIX C

Current outstanding reports where number of days
from issue of draft report to receipt of Management
Response exceeds the target

Directorate | Project Title Number | Target | Level of
Code of days | number | Assurance
of days

Corporate CDO0070R1 | Procurement 99 30 Limited
(Approved List)

Environment | ENOO10R1 | Streetscene — 42 20 Limited
Cleanliness

Environment | ENOO20R1 | Flood Risk 27 20 Substantial
Management

Environment | ENOO30R1 | Transportation 46 20 N/A

Finance FDO0O10R1 | Financial 34 20 Adequate
Reporting

Procurement — Referred to CMT. Further meetings held with management

Transportation — now received.
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FLINTSHIRE COUNTY COUNCIL

AGENDA ITEM NUMBER: 7

REPORT TO: AUDIT COMMITTEE

DATE : 30 JANUARY 2012
REPORT BY: HEAD OF FINANCE

SUBJECT : OPERATIONAL AUDIT PLAN AND RECOMMENDATION

1.00

1.01

2.00

2.01

2.02

3.00

3.01

3.02

3.03

3.04

TRACKING

PURPOSE OF REPORT

To inform Members of progress against the operational plan for 2011/12. The plan is
attached (Appendix A). The results of the current recommendation tracking since the
previous Audit Committee are also attached (Appendices B and C).

BACKGROUND

The status of all projects at 20th January 2012 is included in the operational plan. The
plan shows the agreed timing for the individual projects where it is known. The
recommendation tracking provides details of all recommendations tracked since the
previous Audit Committee.

As reported to the last Audit Committee there has been a need to produce a revised
plan for the year. This has been done with the agreement of Directors and Corporate
Heads of Service.

CONSIDERATIONS

Work is continuing the 2011/12 plan. However, as reported to the last Audit
Committee, the department is currently implementing the restructure as part of the
Finance Function Review. This has led to a shortage of staff during the transition
period as people have left the department before their replacements have been
recruited. Backfill and temporary cover has been arranged where possible, but there
is still a shortfall of around 350 days. Accordingly the plan has been reviewed in
consultation with Directorates and Corporate Services and a revised plan produced.
This will be sufficient to meet regulatory requirements and will target major risk
areas.

The recruitment process has now started. The planned structure will support a plan of
1600 days in future years, which is similar in size to previous years. It is envisaged
that the new structure will be in place early in the next financial year.

A summary of recommendation tracking is given in Appendix B. One response was
not received from management, which is highlighted in Appendix B.

Detailed responses are given in Appendix C. This also includes the test results that
led to the recommendations and the date of the original audit report. As agreed in the

Date: 20/01/2012
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Flintshire County Council

3.05

4.00

4.01

5.00

5.01

6.00

6.01

7.00

7.01

8.00

8.01

9.00

9.01

10.00

10.01

11.00

11.01

12.00

12.01

last meeting, where action plans have been completed the results are shaded, to make
it easier to identify the recommendations still outstanding.

There are two uncleared recommendations which have now been tracked more than
five times. One relates to the Youth Service Strategy, where consultation with staff
and the trades unions has started. The other relates to the debt management policy in
leisure centres. Some progress has been made but full completion is awaiting the new
staff structure.

RECOMMENDATIONS

The Committee is requested to consider the report and approve the change to the
Annual Audit Plan.

FINANCIAL IMPLICATIONS

None.

ANTI POVERTY IMPACT

None.

ENVIRONMENTAL IMPACT

None.

EQUALITIES IMPACT

None.

PERSONNEL IMPLICATIONS

None.

CONSULTATION REQUIRED

None.

CONSULTATION UNDERTAKEN

None.

APPENDICES

Operational Plan 2011/12
Audit Tracking Summary
Audit Tracking Detail

Date: 20/01/2012
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Flintshire County Council

LOCAL GOVERNMENT (ACCESS TO INFORMATION) ACT 1985
BACKGROUND DOCUMENTS

None.
Contact Officer: David Webster
Telephone: 01352 702248
E-Mail: david webster@flintshire.gov.uk

Date: 20/01/2012
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All Assignments sorted by Directorate

CORPORATE

Risk Based Coverage

APPENDIX A

Risks /| Risk Area Auditable Area Original | New | Status
Source Plan Plan
days days
Council Governance
4 Risk Management. To provide assurance to 10 10 FEB
Effective  corporate | Directors and members that the
systems for  risk | Authority has effective
management and | arrangements for risk
business continuity management and  business
continuity management and that
risks identified by the Authority
are being effectively managed.
18 Procurement— Select | Review the use of the select list 20 20 DRAFT
List for procurement
Coverage for External Audit Reliance or to fulfil Regulatory Requirements
Systems Source of Requirement Original | New | Status
Plan Plan
days days
Performance Indicators To provide assurance that the 20 20 WIP
reporting of performance is accurate
Other Internal Audit Coverage
Topic Source / Rationale Original | New | Status
Plan Plan
days days
Corporate Governance Review the application of the 10 10 ON
Corporate Governance principles in GOING
support of the Annual Governance
Statement.
Collaborative Working Confirm that business cases for 10 10 TBA
Flintshire input to collaborative
projects are being tested.
Theatre Clwyd The need and scope for the review to 10 X
be arranged.
Advisory / Consultancy work
Topic Source / Rationale Original | New | Status
Plan Plan
days days
Flintshire Futures Participation in project with the 50 25 ON
Flintshire Futures teams GOING
Lean Team Participation in Lean Team projects. 50 25 ON
GOING
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Total | 180 | 120 |
FINANCE
Risk Based Coverage
Risks/ Risk Area Auditable Area Original | New | Status
Source Plan Plan
days days
Council Governance
CG06 Medium Term To review the rigour of the 20 20 FINAL
Financial Strategy medium term financial strategy
and Plan for the Authority in terms of its
comprehensiveness and the
quality and accuracy of
forecasting of the pressures and
efficiencies in the MTFP.
Coverage for External Audit Reliance or to fulfil Regulatory Requirements
Systems Source of Requirement Original | New | Status
Plan Plan
days days
Main Accounting General Ledger, Income and Debtors, 40 40 WIP
Accounts Payable, Cash and Bank,
taxation
External audit to place reliance on
testing undertaken by internal audit.
Housing Benefit To satisfy external requirements of 20 20 FEB
Department of Work and Pensions.
Council Tax and NNDR External audit to place reliance on 20 20 WIP
testing undertaken by internal audit.
Capital Programme Review capital programme strategy. 20 X
To review whether the Authority
effectively prioritises capital
expenditure to gain value for money
for the resources available.
Treasury Management To verify that effective Treasury 15 15 MAR
Management arrangements are in
operation which ensure the security of
the Councils cash.
Cash and Banking To verify that cash and banking 20 20 | DRAFT
controls are effective and operated in
accordance with procedures.
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Other Internal Audit Coverage

Topic

Source / Rationale

Original
Plan
days

New
Plan
days

Status

Enforcement

Systematic audit of debt management
and enforcement arrangements.

20

Housing Benefit Subsidy

Advisory review of systems and
controls for housing benefit to provide
assurance to management that
problems identified with previous
years subsidy claims have been
adequately addressed.

15

15

FINAL

Financial Management and
Control

Review of financial
management accounts.

reporting and

15

15

DRAFT

Insurance

Review the Authority’s insurance

processes

10

10

FINAL

Corporate Grants

Systematic audit of the arrangements
which have been established by the
Authority to record, monitor and report
external grants.

15

Leasing

Review compliance with Financial
Procedure Rules. The audit will
consider the rigour of appraisal of
capital financial options and how this
ensures that value for money is
achieved. The audit will also review
the effectiveness of controls around
approval and monitoring of leases.

15

15

WIP

Total

245

| 190 |

PENSION FUND

Coverage for External Audit Reliance or to fulfil Regulatory Requirements

Systems Source of Requirement Original | New | Status
Plan Plan
days days
Pensions Administration External audit to place reliance on 20 20 WIP
testing undertaken by internal audit.
Pension Contributions Verification of the contributions made 20 20 WIP
from admitted bodies.
Total | 40 | 40 |
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LEGAL AND DEMOCRATIC SERVICES

Other Internal Audit Coverage

Topic

Source / Rationale

Original
Plan
days

New
plan
days

Status

Electoral Register

Management concern. Review
procedures and processes in relation
to the maintenance of an accurate
and up to date register.

10

10

JAN

Data protection

Management concern. To review
compliance with external regulation.
Reviews cover different parts of the
organisation each year.

10

10

TBA

RIPA Compliance

Management concern. To review
compliance with external regulation.

10

Registration of Charges

Management has requested a follow
up review following a review in
2009/10. The review will look at
arrangements between Community
Services and Legal to place a charge
on a property to cover the costs of
providing individual nursing care.

15

15

FINAL

Total

45

HUMAN RESOURCES AND ORGANISATIONAL DEVELOPMENT

Coverage for External Audit Reliance or to fulfil Regulatory Requirements

Systems Source / Rationale Original | New | Status
Plan Plan
days days
Payroll & HR System Regulatory annual audit. Forms part 30 30 WIP
of the overall external audit opinion on
the application of controls.
Other Internal Audit Coverage
Topic Source / Rationale Original | New | Status
Plan plan
days days
Absence Management and | This will follow-up the review 10 10 FINAL

Return to Work

undertaken in 2009/10 which looked
at the way absence is being managed
and reported. It will concentrate on
triggers, long-term absences, referrals
to Occupational Health, return to work
interviews, and use of management
information
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Agency Staff To review the accounting mechanism. 15 15 FEB
To look at costs especially when
covering vacancies, especially in
Social Services (one particular
Agency being used). To consider
value for money alternatives such as
utilising MATRIX to administer
consultancy staff
People Strategy Review of the Application processes 10 X
Single status — costing of | Review the processes engaged in the 15 X
pay model costing of the Pay Model
Advisory / Consultancy work
Topic Source / Rationale Original | New | Status
Plan Plan
days days
Midland Trent: Review any new functionalities which 15 15 ON
Phase 2 may be introduced during the year. GOING
Total| 95 | 70 |
INFORMATION AND COMMUNICATIONS TECHNOLOGY
Risk Based Coverage
Risks /| Risk Area Auditable Area Original | New | Status
Source Plan Plan
days days
Council Governance
9b Information All aspects of IT governance 30 30 ON
Governance including information GOING
Information protects management practices,
and manages the accuracy and completeness of
Councils information | information and security and
assets. electronic document
management
Other Internal Audit Coverage
Topic Source / Rationale Original | New | Status
Plan plan
days days
Software Licences Review arrangements for ensuring all 10 10 MAR
business software has a current
licence and that value for money is
achieved
Self Service Passwords Review new procedure to enable 5 5 WIP

users to reset their own passwords
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Development Standards Establish development standards 15 X
used for in-house developments and
review compliance

IT Training Unit Review service provided and how 10 10 FEB
service helps deliver corporate
priorities

Registrars Establish systems in place and review 10 10 FEB
service area based on key risks

Customer Complaints Review compliance with complaints 20 20 FEB
procedure

Operations Management Consider all functions of Operations 20 20 FEB
Management and prioritise coverage
based on risk.

Additional Work

Purchase to Pay (P2P) 10 MAR

Total | 120 115 |

LIFELONG LEARNING

Coverage for External Audit Reliance or to fulfil Regulatory Requirements

Systems Source of Requirement Original | New | Status
Plan Plan
days days
Grants WAG requirement for Internal Audit to 20 20 ON
review specified grants e.g. GOING
community schools
Other Internal Audit Coverage
Topic Source / Rationale Original | New | Status
Plan plan
days days
Pupil Statistics — Central | Ensure the processes in place 15 15 FEB
Control provide assurance that pupil funding
is correct (based on statistical data
provided by the schools)
Youth & Community Review operational controls 15 X
Facilities Services — Review operation of catering services 20 20 FEB
Catering Services to include ticketless meals and free
meals.
Schools Corporate Cross cutting review to assess 15 X
Governance compliance with relevant legislation of
both the central function and in
schools.
CRB Checks Compliance review to ensure all 10 10 WIP
relevant checks completed.
Transport Review operational controls 15 15 DEC
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Advisory / Consultancy work

Topic Source / Rationale Original | New | Status
Plan Plan
days days
Leisure Strategy Provide advice on controls within 5 X
relevant actions specified in the
strategy.
Control Awareness Annual presentations to both new 15 15 ON
Sessions New Heads and | Headteachers and Governors to GOING
Governors make them aware of control
requirements and the audit process
Develop audit presence on | To establish a presence on the 5 X
schools infonet schools infonet to share good practice
and highlight any common control
issues
Schools Audits
Central reviews Reviews carried out within County 30 30 ON
Hall GOING
Risk based thematic | Reviews carried out across a range of 30 30 ON
reviews schools GOING
Control and Risk Self | Completed by all schools 10 10 FINAL
Assessment
Total | 205 | 165 |
COMMUNITY SERVICES
Other Internal Audit Coverage
Topic Source / Rationale Original | New | Status
Plan Plan
days days
Blue Badges The review will look at the controls 5 5 FINAL
exercised over the issue of disabled
Blue Badge parking permits.
Asset Management non- | There are management concerns 10 X
HRA regarding sustainability issues with
energy consumption, repairs, and
leases.
Humanitarian  Response | This is distinct from the Council’s 10 X
Planning Emergency Plan. This plan is owned
by Community Services to be able to
bring in a variety of procedures in the
event of a local disaster. Management
are seeking assurance regarding the
robustness of the planned response.
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Governance Arrangements

Management request for assurance
regarding integration of services with
NHS, and specifically Section 33
compliance.

DRAFT

Day Services

A Quality Assurance audit is
requested.

10

Homecare

Cyclical examination of compliance
with  procedures  within  council
operated residential care homes.

10

Appointeeships

Periodic review of the system
regarding the establishment of
Appointees to administer financial
affairs of clients

15

15

DRAFT

Work Ticket Validation

First review following introduction of
new working practices

10

Private Sector Housing

Housing advice and support is offered
to all private sector home owners.
This review will look at the processes
to ensure that systems are operating
satisfactorily

15

Rent Arrears

To review the control of arrears and
the recovery of outstanding debts

15

15

MAR

Private Rented Sector

Review the processes to increase the
supply and choice of new affordable
accommodation in locations
throughout Flintshire in accordance
with housing need and aspiration.

10

Family Information Service

The Family Information Service
Flintshire provides free and impartial
expert advice, information and
guidance on childcare and early
education places. This review will
examine the processes

10

10

FINAL

Child Care Development

First review of this topic

15

15

FINAL

Re-letting Empty
Properties

To review the turnaround of empty
properties following the introduction of
a lean working initiative.

10

10

WIP

Additional work

Affordable Housing

In agreement with management, after
request from Audit Committee

10

WIP

Total

150
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ENVIRONMENT

Risk Based Coverage

Risks/ Risk Area Auditable Area Original | New | Status
Source Plan Plan
days days
Community Leadership
CLO8 Climate Change and | What leadership role does the 5 5 DRAFT
flood risk | Council take in both preventing
management. flooding occurring, and
responding to flooding when it
occurs?
Assessment of the
arrangements underpinning
current flood risk management
and flood prevention in
Flintshire.
CLO9 Regeneration Review of the operation and 5 5 WIP
effectiveness of the
Regeneration Partnership.
CL10 County Town | Town Centre Partnerships have 20 X
Network been established to support the
Regeneration and | regeneration of the Town
Protection Centres. The audit will review
the effectiveness of the Town
Centre Partnerships
Council Delivery
CD02 Public Protection What enforcement activities 20 20 | DRAFT
does the Council undertake to
Statement of the protect and enhance the Street
Priorities of the Scene and could these be
Administration further deyeloped to sqpport the
2010-12: To improve Community Strategy.amj to
Council enforcement createlsafe, wgll—malntalned and
particularly in attractive publlq spacgs? The
environmental focus of the review WI||. be on
. the cleanliness of public realm.
services, the
cleanliness of the
‘public realm’ and in
planning
development control
Council Governance
CGO05 Asset Management To examine the Council’'s 25 25 WIP
approach to fixed asset

(property)  management to
ensure that assets are managed
in such a way as will best
benefit the Council in the short
and the long term.
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Operational

Planning

Internal audit of compliance with
standard procedures as set out
in Development Control
Procedures Manual.

20

Act

Traffic Management | Implementation identified as a

weakness in the Service Plan.

15

15

WIP

Communities First

Follow up

10

Other Internal Audit Coverage

Topic

Source / Rationale

Original
Plan
days

New
Plan
days

Status

Streetscene

Procurement/contract management
arrangements will change with the
introduction of the new Streetscene
arrangements. The audit will evaluate
and test the controls which have been
established for procurement and
contract management.

20

3" Party Claims

Systematic review of 3™ party claims.

10

10

WIP

Planning

Appeals

National Indicator PLA/003 which
measures the % of appeals
determined that upheld the Authority’s
decision  in relation planning
application decisions and
enforcements notices for 2009/10 was
56.36% with the Authority ranked 21
out of 22 in Wales. The audit will
review what action is being taken to
improve performance in this area.

15

15

WIP

Planning

Enforcement

National Indicator PLA/005 which
measures the % of enforcement
cases resolved during the year within
12 weeks of receipt was 38.37% in
2009/10 with the Authority ranked 21
out of 22 in Wales. The audit will
review what action is being taken to
improve performance in this area.

15

Subsidised Bus Services

Management Concern.  Value for
Money review of Subsidised Bus
Services.

10

10

DRAFT

Income from Fees and
Charges

Management  Concern. Is the
Directorate maximising income to
support frontline services? The audit
will review income generation across
the Directorate, benchmarking income
levels against other Authorities where
possible.

15

15

FINAL
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Additional work
Rural Development Plan Request by Head of Regeneration to 20 FINAL
review systems and controls for the
management of RDP
Carbon Reduction Regulatory requirement to provide 15 FINAL
Commitment Internal Audit assurance of reporting
under the carbon reduction
commitment scheme.
Total | 205 | 155 | |
Investigations, Provisions and Development
Original | New | Status
Plan Plan
days days
Pro-active fraud work and NFI 50 50
Investigations 100 135
Provision for ad-hoc requests from Directorates 100 50
Audit Development - IDEA 30 X
Total | 280 | 235 | |
Overall Total | 1565 | 1210 | |
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FLINTSHIRE COUNTY COUNCIL

AGENDA ITEM NUMBER: 8

REPORT TO: AUDIT COMMITTEE

DATE : 30 JANUARY 2012

REPORT BY: HEAD OF FINANCE

SUBJECT : INVESTIGATIONS PROGRESS REPORT

1.00 PURPOSE OF REPORT

1.01  To outline ongoing proactive counter fraud work and reactive investigative work.
2.00 BACKGROUND

2.01  One of the areas of responsibility of Internal Audit is to promote the Anti-Fraud and

Corruption Strategy. Its objectives are to proactively develop an anti fraud culture,

deter, prevent and investigate fraud, as well as provide advice on sanctions and

redress.

3.00 CONSIDERATIONS

3.01  The gravity and status of referrals which have been subject to further audit work are
detailed in the attached referral report (appendix 1). The referral report also includes
the number of fundamental, significant and merits attention recommendations for
completed draft reports. Some referrals are classed as management issues. They are
referred directly to the appropriate Directorate for further action and are followed up
by Internal Audit.

3.02  The following investigations have been referred and are being investigated:

1. An allegation has been made of the theft of monies. The matter has been
referred directly to the Police and Internal Audit are assisting with evidence
gathering.

3.03  The following investigations are over two months old:

2. Information was received regarding a potential fraudulent benefit claim. The
subject of the allegation is also in receipt of allowances from the Council.
The matter is being investigated by the Benefit Fraud Section.

3. Information was received regarding alleged collusion between employees
and a supplier. An extensive investigation was undertaken by Internal audit,
the evidence gathered has been passed to the Police, who have now requested
further information.

4. A complaint was received alleging that a member of staff abused his position

Date: 20/01/2012
263



Flintshire County Council

for personal gain. A report has been prepared for Management to consider the
findings.

3.04  Data for the National Fraud Initiative 2010/11 has been submitted to the Wales Audit
Office. Results of the matching exercise have been received and are still being
investigated. Savings identified to date are Housing Benefit payments of £20,862,
Pensions overpayments of £3,705 and Creditors overpayments of £4,891.69.

4.00 RECOMMENDATIONS

4.01  The Committee is requested to note the report.

5.00 FINANCIAL IMPLICATIONS

5.01 None.

6.00 ANTIPOVERTY IMPACT

6.01 None.

7.00 ENVIRONMENTAL IMPACT

7.01 None.

8.00 EQUALITIES IMPACT

8.01 None.

9.00 PERSONNEL IMPLICATIONS

9.01 None.

10.00 CONSULTATION REQUIRED

10.01 None.

11.00 CONSULTATION UNDERTAKEN

11.01 None.

12.00 APPENDICES

12.01 Investigation detail.

LOCAL GOVERNMENT (ACCESS TO INFORMATION) ACT 1985
BACKGROUND DOCUMENTS

Date: 20/01/2012
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None
Contact Officer: David Webster
Telephone: 01352 702248
E-Mail: david webster@flintshire.gov.uk

Date: 20/01/2012
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FLINTSHIRE COUNTY COUNCIL

AGENDA ITEM NUMBER: 9

REPORT TO: AUDIT COMMITTEE

DATE : 30 JANUARY 2012
REPORT BY: HEAD OF FINANCE

SUBJECT : AUDIT COMMITTEE SELF ASSESSMENT

1.00

1.01

2.00

2.01

2.02

3.00

3.01

3.02

4.00

4.01

PURPOSE OF REPORT

To request members and statutory officers to complete the attached self assessment
as part of the preparation for the Annual Governance Statement 2011/12 and to
facilitate the identification of training needs for inclusion in the Committee's forward
work programme.

BACKGROUND

The Chartered Institute of Public Finance and Accountancy (CIPFA) published Audit
Committees - Practical Guidance for Local Authorities in 2006, followed by A
Toolkit for Local Authority Audit Committees, with the aim of providing a set of
advice and suggestions on good practice in the operation of Audit Committees. The
toolkit included a self assessment questionnaire. This is completed by members of
the Audit Committee and statutory officers annually.

The Audit Committee is part of the governance framework for the Authority, so that
as part of the preparation for the Annual Governance Statement (AGS) for 2011/12 it
is appropriate for the self assessment questionnaire to be completed again by the
committee and statutory officers. The completion of the self assessment forms in
itself forms part of the evidence behind the production of the Annual Governance
Statement. It will also identify areas where the committee would benefit from
additional training after the May elections.

CONSIDERATIONS

The questionnaire and supporting information are shown in the Appendix. In order to
be included within the preparation for the AGS the questionnaires should be
completed and returned to the Internal Audit Manager by the end of February 2012.

The results could also show areas for the future development of the Committee,
which will be implemented during 2012.

RECOMMENDATIONS

That the committee agrees on the completion of the questionnaires by the end of
February 2012, with the results to be reported back to the next meeting.

Date: 20/01/2012
267



Flintshire County Council

5.00 FINANCIAL IMPLICATIONS

5.01 None.

6.00 ANTIPOVERTY IMPACT

6.01 None.

7.00 ENVIRONMENTAL IMPACT

7.01 None.

8.00 EQUALITIES IMPACT

8.01 None.

9.00 PERSONNEL IMPLICATIONS

9.01 None.

10.00 CONSULTATION REQUIRED

10.01 None.

11.00 CONSULTATION UNDERTAKEN

11.01 None.

12.00 APPENDICES

12.01 Audit Committee Self Assessment Checklist
Counter Fraud Publication

LOCAL GOVERNMENT (ACCESS TO INFORMATION) ACT 1985
BACKGROUND DOCUMENTS

None
Contact Officer: David Webster
Telephone: 01352 702248
E-Mail: david webster@flintshire.gov.uk

Date: 20/01/2012
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Notes to aid completion.

The first page refers to the core functions of an Audit Committee as identified by CIPFA.
These core functions are

Constitution
Membership
Attendance at meetings
Frequency of meetings
Authority

Duties

Reporting procedures

The section on Internal Control refers to the document “Managing the Risk of Fraud —
Actions to Counter Fraud and Corruption”. That document is attached. Although it has not
been adopted by Flintshire, there is in place within the Authority a Corporate Anti-Fraud
and Corruption Strategy and a Fraud Response Plan. These have been in place for some
time and are regularly updated.

Audit Committee Self-Assessment Check List 1
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Flintshire

COUNTY COUNCIL

AUDIT COMMITTEE

COMPLETED BY

SELF-ASSESSMENT CHECKLIST

ESTABLISHMENT, OPERATION AND DUTIES

Role and Remit

Priority

Issue

Yes

No

N/A

Comment/Action

1.

Does the Audit Committee
have written terms of
reference?

Do the terms of reference
cover the core functions of
an Audit Committee as
identified in the CIPFA
guidance?

Are the terms of reference
approved by the Council
and reviewed periodically?

Has the Audit Committee
been provided with
sufficient membership,
authority and resources to
perform its role effectively
and independently?

Can the Audit Committee
access other committees
and full Council as
necessary?

Does the Authority’s
Statement of Internal
Control include a
description of the Audit
Committee’s establishment
and activities?

Does the Audit Committee
periodically assess its own
effectiveness?

Does the Audit Committee
make a formal annual
report on its work and
performance during the
year to full Council?

Membership, Induction and Trainin

1.

Has the membership of the
Audit Committee been
formally agreed and a
quorum set?

Audit Committee Self-Assessment Check List
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Priority

Issue

Yes

No

N/A

Comment/Action

1.

Is the Chair independent of
the Executive function?

1.

Has the Audit Committee
Chair either previous
knowledge of, or received
appropriate training on,
financial and risk
management, accounting
concepts and standards,
and the regulatory regime?

Are new Audit Committee
Members provided with an
appropriate induction?

Have all Members’ skills
and experiences been
assessed and training
given for identified gaps?

Has each Member
declared his or her
business interests?

Are Members sufficiently
independent of the other
key committees of the
Council?

Meetings

Does the Audit Committee
meet regularly?

Do the terms of reference
set out the frequency of
meetings?

Does the Audit Committee
calendar meet the
Authority’s business
needs, governance needs
and the financial calendar?

Are Members attending
meetings on a regular
basis and, if not, is
appropriate action taken?

Are meetings free and
open without political
influences being
displayed?

Does the Authority’s S.151
Officer or Deputy attend all
meetings?

Does the Audit Committee
have the benefit of
attendance of appropriate
Officers at its meetings?

Audit Committee Self-Assessment Check List
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Priority |

Issue

| Yes | No | N/A |

Comment/Action

INTERNAL CONTROL

1.

Does the Audit Committee
consider the findings of the
annual review of the
effectiveness of the
System of Internal Control
(as required by the
Accounts & Audit
Regulations) including the
review of the effectiveness
of the system of internal
audit?

Does the Audit Committee
have responsibility for
review and approval of the
Annual Governance
Statement (AGS) and does
it consider it separately
from the accounts?

Does the Audit Committee
consider how meaningful
the AGS is?

Does the Audit Committee
satisfy itself that the
system of internal control
has operated effectively
throughout the reporting
period?

Has the Audit Committee
considered how it
integrates with other
committees that may have
responsibility for risk
management?

Has the Audit Committee
(with delegated
responsibility) or the full
Council adopted
“Managing the Risk of
Fraud — Actions to Counter
Fraud and Corruption”?

Does the Audit Committee
ensure that the “Actions to
Counter Fraud and
Corruption” are being
implemented?

Is the Audit Committee
made aware of the role of
risk management in the
preparation of the internal
audit plan?

Audit Committee Self-Assessment Check List
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Priority

Issue

Yes

No

N/A

Comment/Action

2.

Does the Audit Committee
review the Authority’s
strategic risk register at
least annually?

Does the Audit Committee
monitor how the Authority
assesses its risk?

Does the Audit
Committee’s terms of
reference include oversight
of the risk management
process?

FINANCI

AL REPORTING AND REGU

LATORY MATTERS

1.

Is the Audit Committee’s
role in the consideration
and/or approval of the
annual accounts clearly
defined?

Does the Audit Committee

consider specifically:

e the suitability of
accounting policies and
treatments

e major judgements
made

o large write-offs

e changes in accounting
treatment

e the reasonableness of
accounting estimates

the narrative aspects of

reporting?

Is an Audit Committee
meeting scheduled to
receive the external
auditor’s report to those
charged with governance
including a discussion of
proposed adjustments to
the accounts and other
issues arising from the
audit?

Does the Audit Committee
review management letter
of representation?

Does the Audit Committee
annually review the
accounting policies of the
Authority?

Audit Comm

ittee Self-Assessment Check List
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Priority

Issue

Yes

No

N/A

Comment/Action

2.

Does the Audit Committee
gain an understanding of
management’s procedures
for preparing the
Authority’s annual
accounts?

Does the Audit Committee
have a mechanism to keep
it aware of topical legal
and regulatory issues, for
example by receiving
circulars and through
training?

INTERNAL AUDIT

1.

Does the Audit Committee
approve, annually and in
detail, the internal audit
strategic and annual plans
including consideration of
whether the scope of
internal audit work
addresses the Authority’s
significant risks?

Does internal audit have
an appropriate reporting
line to the Audit
Committee?

Does the Audit Committee
receive periodic reports
from the internal audit
service including an annual
report from the Head of
Internal Audit?

Are follow-up audits by
internal audit monitored by
the Audit Committee and
does the Committee
consider the adequacy of
implementation of
recommendations?

Does the Audit Committee
hold periodic private
discussions with the Head
of Internal Audit?

Is there appropriate co-
operation between the
internal and external
auditors?

Does the Audit Committee
review the adequacy of
internal audit staffing and
other resources?

Audit Committee Self-Assessment Check List
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Priority

Issue

Yes

No

N/A

Comment/Action

1.

Has the Audit Committee
evaluated whether its
internal audit service
complies with CIPFA’s
Code of Practice for
Internal Audit in Local
Government in the UK.

Are internal audit
performance measures
monitored by the Audit
Committee.

Has the Audit Committee
considered the information
it wishes to receive from
Internal Audit?

EXTERN

AL AUDIT

1.

Do the external auditors
present and discuss their
audit plans and strategy
with the Audit Committee
(recognising the statutory
duties of external audit)?

Does the Audit Committee
hold periodic private
discussions with the
external auditor?

Does the Audit Committee
review the external
auditor’s annual report to
those charged with
governance?

Does the Audit Committee
ensure that officers are
monitoring action taken to
implement external audit
recommendations?

Are reports on the work of
external audit and other
inspection agencies
presented to the
Committee including the
Audit Commission’s annual
audit and inspection letter?

Does the Audit Committee
assess the performance of
external audit?

Does the Audit Committee
consider and approve the
external audit fee?

Audit Comm

ittee Self-Assessment Check List
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Priority |

Issue

| Yes | No | N/A |

Comment/Action

ADMINISTRATION

 Agenda Management

1.

Does the Audit Committee
have a designated
secretary from Committee/
Member Services?

Are agenda papers
circulated in advance of
meetings to allow
adequate preparation by
Audit Committee
Members?

Are outline agendas
planned one year ahead to
cover issues on a cyclical
basis?

Are inputs for Any Other
Business formally
requested in advance from
Committee Members,
relevant officers, internal
and external audit?

Papers

Do reports to the Audit
Committee communicate
relevant information at the
right frequency, time, and
in a format that is
effective?

Does the Audit Committee
issue guidelines and/or a
proforma concerning the
format and content of the
papers to be presented?

Actions Arising

1.

Are minutes prepared and
circulated promptly to the
appropriate people?

Is a report on matters
arising made and minuted
at the Audit Committee’s
next meeting?

Do action points indicate
who is to perform what and
by when?

Audit Committee Self-Assessment Check List
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This guidance describes what action

Is needed for an organisation to be effective
in countering fraud and corruption. It is
intended to provide support to organisations
and individuals in all sectors of the economy.

The guidance is shaped in accordance with
best practice and, therefore, addresses
the following crucial areas:

e The key elements of a proper
strategic approach

e The accurate identification of risks

e The creation and maintenance
of a strong structure

e The range of action needed
to tackle the problem

e The definition of success

This is the first time that such guidance

has been issued and it is deliberately framed
as a series of questions so that answers

can be developed which meet the specific
circumstances of each organisation or sector.
Affirmative answers would tend to indicate
the existence of appropriate arrangements.

If no answers can be provided then more
work may be needed to address the issues
concerned.

Managing the Risk of Fraud

“This guidance should be at the heart of any
counter-fraud strategy.”

Peter Dorrington, Head of Fraud Solutions,
SAS UK and Ireland

“A robust, holistic and professional lead has to be taken
to ensure new levels of probity, efficiency and honesty.”

Jim Gee, Managing Director, NHS Counter Fraud
and Security Management Service

“The Audit Commission believes that the risks of fraud
and the damaging financial, reputational and
operational consequences that can flow from fraud
are such that they demand a corporate response.”

Steve Bundred, Chief Executive,
The Audit Commission

Addressing each area of the guidance and
using the common ‘language’ of countering
fraud which is provided by common
professional, accredited training,
organisations can ensure they adopt a
comprehensive, professional and integrated
approach to combating fraud.

This guidance was developed by the CIPFA
Better Governance Forum Counter Fraud
Advisory Panel. It was then enhanced following
wide consultation including:

e Government Departments

e |ocal Authorities

e The NHS Counter Fraud and Security
Management Service

e Police, Fire, Housing Associations

¢ The Audit Commission

e The National Anti-Fraud Network

e The Institute of Counter Fraud Specialists

The CIPFA Audit Panel endorses this guidance.
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1.0

ADOPTING TH

E
RIGHT STRATEGY

2.0

Key elements
of a strategic approach

1.1

1.2

1.3

1.4

1.5

1.6

Does the organisation have a counter fraud
and corruption strategy that can be clearly linked
to the organisation’s overall strategic objectives?

Is there a clear remit to reduce losses to fraud
and corruption to an absolute minimum covering
all areas of fraud and corruption affecting the
organisation?

Are there effective links between ‘policy’ work
(to develop an anti-fraud and corruption

and ‘zero tolerance’ culture, create a strong
deterrent effect and prevent fraud and corruption
by designing and redesigning policies and
systems] and ‘operational work (to detect and
investigate fraud and corruption and seek

to apply sanctions and recover losses where

it is found)?

Is the full range of integrated action being taken
forward or does the organisation ‘pick and
choose?

Does the organisation focus on outcomes
(i.e. reduced losses) and not just activity [i.e. the
number of investigations, prosecutions, etc.)?

Has the strategy been directly agreed by those
with political and executive authority
for the organisation?

2%79

Measuring fraud

and corruption losses
2.1 Are fraud and corruption risks considered as part
of the organisation’s strategic risk management
arrangements?

2.2 |Isthe organisation seeking to identify accurately
the nature and scale of losses to fraud and

corruption, using a:

e proper definition of fraud based in civil law
for making accurate estimates?

e professional statistical methodology
for making accurate estimates and building
in a proper level of independent validation?

2.3 Does the organisation use accurate estimates
of losses to make informed judgements about
levels of budgetary investment in work to counter

fraud and corruption?

CIPFA Better Governance Forum



3.0

Having the necessary authority Propriety checks
and SUppOFt 3.7 Is an effective propriety checking process -
implemented by appropriately trained staff
- in place that includes appropriate action where
individuals fail the check?

3.1 Do those tasked with countering fraud and
corruption have the appropriate authority needed
to pursue their remit effectively, linked
to the organisation’s counter fraud 3.8 Does the organisation regularly review
and corruption strategy? its propriety checking and are random checks

: o 5
3.2 |sthere strong political and executive support carried out to ensure that it is implemented

for work to counter fraud and corruption?

3.3 Isthere a level of financial investment in work Developlng effectlve relatlonshlps Wlth

to counter fraud and corruption that is other organisations

proportionate to the risk that has been identified?
3.9 Are there framework agreements in place

Specialist training and to work with other organisations and agencies?
accreditation 3.10 Are the framework agreements focussed
on the practicalities of common work?
3.4 Are all those working to counter fraud and 3.11 Are there regular meetings to implement
corruption professionally trained and accredited and update these agreements?

for their role?

3.5 Do those employees who are trained and
accredited formally review their skills base and
attend regular refresher courses to ensure they
are abreast of new developments and legislation?

3.6 Are all those working to counter fraud and
corruption undertaking this work in accordance
with a clear ethical framework and standards
of personal conduct?

Managing the Risk of Fraud 2893



AKING ACTIONTO

T
TACKLE THE PROBLEM

4.0

Taking the full range of action
and integrating different strands

4.1 Is the organisation undertaking the full range
of necessary action (see also 1.3)?

Culture, deterrence
and prevention framework

Culture

4.2 Does the organisation have a clear programme
of work attempting to create a real anti-fraud
and corruption and zero tolerance culture
(including strong arrangements to facilitate
whistleblowing)?

4.3 Are there clear goals for this work (to maximise

the percentage of staff and public who recognise

their responsibilities to protect the organisation
and its resources)?

4.4 s this programme of work being effectively
implemented?

4.5 Are there arrangements in place to evaluate the
extent to which a real anti-fraud and corruption
culture exists or is developing throughout the
organisation?

4.6 Are agreements in place with stakeholder

representatives to work together to counter fraud

and corruption?

4.7 Have arrangements been made to ensure that
stakeholder representatives benefit from
successful counter fraud and corruption work?

4.8

4.9

410

4.1

281

Deterrence

Does the organisation have a clear programme
of work attempting to create a strong deterrent
effect?

Does the organisation have a clear programme
of work to publicise the:

e hostility of the honest majority to fraud
and corruption;

o effectiveness of preventative arrangements;

e sophistication of arrangements to detect fraud
and corruption;

e professionalism of those investigating fraud
and corruption and their ability to uncover
evidence;

* likelihood of proportionate sanctions being
applied; and

* likelihood of losses being recovered?

Has the organisation successfully publicised
work in this area?

Has the publicity been targeted at the areas
of greatest fraud losses?

CIPFA Better Governance Forum



TAKING ACTION TO

TACKLE THE PROBLEM

412

413

414

4.15

416

417

418

4.19

4.20

Managing the Risk of Fraud

Prevention

Does the organisation seek to design fraud

and corruption out of new policies and systems
and to revise existing ones to remove apparent
weaknesses?

Do concluding reports on investigations include

a specific section on identified policy and systems
weaknesses that allowed the fraud

and corruption to take place?

Is there a system for considering and prioritising
action to remove these identified weaknesses?

Detection

Are there effective ‘whistleblowing’
arrangements in place?

Are analytical intelligence techniques used
to identify potential fraud and corruption?

Are there effective arrangements for collating,
sharing and analysing intelligence?

Are there arrangements in place to ensure that
suspected cases of fraud or corruption

are reported promptly to the appropriate person
for further investigation?

Are arrangements in place to ensure that
identified potential cases are promptly
and appropriately investigated?

Are proactive exercises undertaken in key areas
of fraud risk or known systems weaknesses?

4.20
4.21

4.22

4.23

4.24

4.25

4.26

4.27

4.28

282,

Investigation
Is the organisation’s investigation work effective?

Is it carried out in accordance with clear
guidance?

Do those undertaking investigations have the
necessary powers, both in law, where necessary,
and within the organisation?

Are referrals handled and investigations
undertaken in a timely manner?

Does the organisation have arrangements
in place for assessing the effectiveness
of investigations?

Sanctions

Does the organisation have a clear and consistent
policy on the application of sanctions where fraud
or corruption is proven to be present?

Are all possible sanctions - disciplinary
/ regulatory, civil and criminal - considered?

Does the consideration of appropriate sanctions
take place at the end of the investigation when
all the evidence is available?

Does the organisation monitor the extent to
which the application of sanctions is successful?



4.29

4.30

4.31

4.32

4.33

Redress

Does the organisation have a clear policy
on the recovery of losses incurred to fraud
and corruption?

Is the organisation effective in recovering
any losses incurred to fraud and corruption?

Does the organisation use the criminal and civil
law to the full in recovering losses?

Does the organisation monitor proceedings
for the recovery of losses?

What is the organisation’s successful recovery
rate?

5.0

788

Focusing on outcomes and
not merely activity

5.1 Are there clear outcomes described for work
to counter fraud and corruption?

5.2 Do the desired outcomes relate to the actual
sums lost to fraud and corruption?

“The on-going battle against fraud and corruption
can only be won if organisations have in place robust
strategies and frameworks. Taking actions

to proactively stop fraud occurring in the first place

is a far better remedy than merely managing the risk.
The step-by-step actions identified in this invaluable
guide will go a long way to helping organisations
achieve this.”

Steve Freer, Chief Executive, CIPFA
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