AUDIT COMMITTEE

Minutes of a meeting of the Audit Committee held on Tuesday, 22nd July
2008 at 6.00pm in the Scrutiny Meeting Room, Civic Offices, Telford

PRESENT: D.Wright (Chairman), I.T.W.Fletcher (Vice-Chairman),
R.K.Austin, L.Lomax and W.L.Tomlinson.

OFFICERS PRESENT: Victor Brownlees — Corporate Director: Resources,
Paul Clifford — Head of Finance (for items 1-5), Jenny Marriott — Audit & Risk
Manager, Michael McDonagh and Tim Pearce — KPMG LLP (UK) (for items 1-
5).

AUC-13 MINUTES

RESOLVED - that the minutes of the meeting of the Audit Committee
held on 17th June 2008 be confirmed and signed by the Chairman.

AUC-14 APOLOGIES FOR ABSENCE

Councillor T.J.Hope.

AUC-15 DECLARATIONS OF INTEREST

None.

AUC-16 EXTERNAL AUDIT — ANNUAL AUDIT & INSPECTION PLAN
2008/09 — EXPLANATION OF THE KPMG WORK

The Committee welcomed Mike McDonagh and Tim Pearce from KPMG who
were the officers from KPMG responsible for the overall delivery of the Annual
Audit on behalf of the Audit Commission. The Plan included the quality of
outputs, signing the opinion and conclusion and liaison with the Chief
Executive and the Audit Committee members. Members were referred to the
contents of the Audit and Inspection Plan that was submitted with the agenda.

In particular reference was made to the proposed timetable of the audit; the
Audit and Inspection fee and the planned work that would be involved in the
Audit and Inspection.

In connection with the planned fee Members were requested to note that there
had only been a slight increase in the fee that would be charged by KPMG
and that the fee charged was some 19% below the scale fee recommended
by the Commission. The Committee were further requested to note that the
total increase of the Inspection fee was principally as a result of the element in
relation to the recent CPA Inspection.

The Committee was informed of the main constituents that would be
contained within the Auditor’s report on the Council’s Financial Statements.
This would include risks that would likely affect the audit of the financial
statements and included changes to the CIPFA Statement of Recommended
Practice (SORP) to include the new requirement of the production for a
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Statement of Total Recognised Gains and Losses (STRGL) within the
accounts and also the adoption of the International Financial Reporting
Standards (IFRS) within Local Government. It was reported that both of these
elements would be challenging to the Council and would be assessed by
KPMG to ensure that these changes were addressed. It was suggested that in
relation to STRGL that further information should be provided to Members and
that this could be achieved at a future Audit Committee meeting.

Other identified key risks included the implementation of Single Status within
the Council and also the ongoing Campus Telford & Wrekin initiative. It was
also noted that KPMG would continue to work with the Council to ensure that
any emerging risks were adequately addressed.

RESOLVED - that the Annual Audit & Inspection Plan 2008/09 be agreed.

AUC-17 EXTERNAL AUDIT — INTERIM AUDIT REPORT 2007/08

The Committee received the Interim Audit Report for 2007/08 which
summarised KPMG's findings in connection with their planning and interim
audit work within the Council. The report covered principally three main areas
— Audit Planning; Controls testing and year end balances.

Members were referred to the main elements of KPMG's findings contained
within the report which dealt with the Council’s accounts production process,
changes in the general accounting requirements, the control environment and
the Council’s overall financial position. It was acknowledged that there were
no issues raised and that the control framework evident within the Council
was very sound. It was further reported that the Council’s Internal Audit team
was compliant with the Code of Practice for Internal Audit.

However, Members were referred to the Council’s financial position element of
the report which highlighted that there was growing uncertainty over the
implementation of Single Status, although it was acknowledged that the
Council was working to quantify the financial impact of single status more
fully, by building on the financial provision that had been made in the 2007/08
accounts within the 2008/09 budget. The current financial provision is as
accurate as possible based on the current information available.

RESOLVED - that the KPMG Interim Audit Report for 2007/08 be noted.

AUC-18 INTERNAL AUDIT QUARTER 1 — UPDATE REPORT

The Committee received the joint report of the Head of Audit & Democracy
and the Audit & Risk Manager, which provided information on the work of
Internal Audit during April to the end of June 2008 (Quarter One) together with
an update on the progress of previous audit reports issued (April 2007 to
March 2008).

Members were advised that Internal Audit activity during this period had

particularly focussed on completion of the audits set out in the Internal Audit
Plan and the review of a sample of Performance indicators across all
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Portfolios including arrangements for information collection systems and data
quality.

There was also a follow up to the amber catering services report currently in
progress and in addition to this a computer systems audit was also being
undertaken on the PCS (Plastic Card Services) catering system. The results
of this audit would inform the work already undertaken in this area.

At the previous meeting members requested information on the catering
arrangements in the Council’s schools. Members were informed that all the
primary schools bought into the Council’'s education catering arrangements.
However, Secondary schools had a choice and the Committee was advised
that currently the following schools used the Council’'s catering arrangements
— Lord Silkin, Phoenix, Newport Girls High, Sutherland, Wrockwardine Wood
Arts College, Ercall Wood Technology College, Madeley Academy and
Abraham Darby (until 31st August 2008 when the school would transfer to
Academy Status from this date). Members were further informed that the
following schools did not use the Council’s catering arrangements — Burton
Borough, BRJ, Adams Grammar, HLC and Charlton.

The Committee was further referred to the Corporate Parenting — 16+ Team
follow up that was completed during the quarter. This was a follow up of the
red report issued in October 2007. The follow up was categorised as amber
due to management controls that had been implemented as a result of
recommendations contained within the original report were judged to be still
not working as effectively as they could. Members were further informed that
Internal Audit would continue to work with management in this area to improve
controls and that a further follow up review would be undertaken in September
2008.

It was reported that there were no other issues to bring to the attention of
members of the Committee. The appropriate management teams had agreed
action plans and had commenced implementation for the 2 amber reports
summarised in Appendix D of the report. Internal Audit were confident that the
controls had and would continue to improve in these areas but a further report
would be referred to Members after the planned follow up, if required.

Members were referred to the various appendices attached to the report
which provided a list of final reports issued quarter one with our grading — red,
amber, yellow or green and any appropriate comment on internal controls. A
List of all work undertaken for quarter one of 1 day or more. Details of the
previous graded reports from April 2007 to March 2008 and their current
status together with further information for the 2 amber reports.

In connection with Appendices A and D — Members noted in particular the two
amber reports that had been issued for Residency Payments (Children &
Young People) and Appointeeships (Adult & Consumer Care) and the reasons
these reports had been given Amber status.

The Committee were referred to the Catering Systems report (Appendix C)
that was discussed at the previous Committee meeting held in June. Members
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were informed that the ongoing follow-up work that had been undertaken had
provided indications that the service was moving towards Yellow status.

There was a general discussion as to the extent of information required by the
Members in connection with Internal Audit Reports particularly in situations
where follow up reports provided evidence of little or no progress following
initial action plans. The Committee agreed that it would wish to initially view
follow up reports together with agreed action plans for those areas which were
originally graded as Red or Amber. It was further agreed that in those areas
where no progress was evident that the Committee should reserve the right to
request further and more detailed information, including possibly asking the
relevant Heads of Service to attend the Committee.

RESOLVED - that the Internal Audit Quarter One 2008/09 Update Report
be noted.

AUC-19 REVIEW OF KEY STRATEGIC RISKS — MAY 2008

The report of the Corporate Director: Resources was received which sought
the Committee should note the revised key strategic risk register following the
completion of a review in May 2008. Members were advised that the Council
needed to review the Key Strategic Risk Register regularly in order to reflect
the constant changes affecting the Council, its risks and the effectiveness of
the controls implemented to manage the identified risks.

The last formal review of Key Strategic Risks was in January 2008. Members
were requested to note Appendix A that was attached to the report which
outlined the results of the May 2008 review of Key Strategic Risks with the
changes since January 2008 being shown in red and bold type. Members
were advised that the revised Key Strategic Risk Register was formally
approved by Cabinet at its meeting held on 16th June 2008.

Further details were provided in connection with the proposed amendments to
the Key Strategic Risk Register following the May 2008 review. The
Committee was informed that the next review would be held in September
2008.

RESOLVED - that the report on the Review of the Key Strategic Risk
Register be noted including the changes to the key risks outlined in the
report and Appendix A.

AUC-20 SUMMARY OF CORPORATE RISK MANAGEMENT GROUP
MEETING — 12TH JUNE 2008

Members were referred to the information report following the last meeting
held on 12th June 2008. Members in particular were informed that following
the secondment of Heather Gumsley to Adult & Consumer Care that Sarah
Daffern had recently been appointed as the Interim Principal Risk Officer.

The Committee was informed of the ongoing work in connection with evidence
collation in connection with the CPA Use of Resources. Members were further
advised that KPMG were currently undertaking the review at present, with all
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the required evidence having been produced. The initial findings of the review
had identified some further work to be undertaken by the Council which would
hopefully assist in securing the highest scores of 4 across all the relevant sub-
sections.

RESOLVED - that the contents of this report be noted.

AUC-21 DATES OF FUTURE MEETINGS OF THE COMMITTEE

It was noted that the dates of future meetings were as follows Tuesday 16th
September 2008 (Members of the Committee agreed to move the meeting
from the proposed Monday 15th September so that training on the accounts
could be provided prior to the meeting), Thursday 30th October 2008,
Tuesday 27th January 2009 and Tuesday 31st March 2009.

The meeting ended at 7.25 pm.
Chairman:

Date:
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IRESE N

This report is addressed to the Authority and has been prepared for the sole use of the Authority. We
take no responsibility to any member or officer acting in their individual capacities, or to third parties.
The Audit Commission has issued a document entitled Statement of Responsibilities of Auditors and
Audited Bodies. This summarises where the responsibilities of auditors begin and end and what is
expected from the audited body. We draw your attention to this document.

External auditors do not act as a substitute for the audited body’s own responsibility for putting in place
proper arrangements to ensure that public business is conducted in accordance with the law and proper
standards, and that public money is safeguarded and properly accounted for, and used economically,
efficiently and effectively.

If you have any concerns or are dissatisfied with any part of KPMG's work, in the first instance you
should contact Michael McDonagh who is the engagement lead to the Council, telephone 0121 335

2440 email who will try to resolve your complaint. If you are
dissatisfied with your response please contact Trevor Rees on 0161 246 4063, email

, who is the national contact partner for all of KPMG's work with the Audit
Commission. After this, if you still dissatisfied with how your complaint has been handled you can
access the Audit Commission’s complaints procedure. Put your complaint in writing to the Complaints
Team, Nicholson House, Lime Kiln Close, Stoke Gifford, Bristol, BS34 8SU or by e mail to:
complaints@audit-commission.gov.uk. Their telephone number is 0844 798 3131, textphone (minicom)
020 7630 0421.

P
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Executive summary

Purpose of this report

To comply with the requirements of International Standard on Auditing (UK and Ireland) 260 (“ISA 260")
Communication of Audit Matters to Those Charged with Governance and the Audit Commission’s Code of Audit
Practice (“the Code"), we are required to provide a summary of our work to “those charged with governance” —in
other words, the Member group who approves the Authority’s financial statements.

We are required by the Code to issue an opinion on the Authority’s accounts. Alongside this, we also issue a
conclusion on the Authority’'s use of resources, certifying whether adequate arrangements are in place for each
area specified by the Commission. This report summarises our findings and conclusions in these two areas for the
year ended 31 March 2008.

Our opinion and conclusion
Overall progress of the audit

We have now substantially completed the audit of the Authority’s financial statements. Once the remaining
procedures have been completed, we propose to issue an unqualified audit opinion on 23 September 2008.

This was our first year as the Authority’s auditors, so we based our audit planning on discussions with officers and
the review of the previous auditor’s findings. Inevitably in the first year working with new auditors, there will be
challenge to accounting areas which may not have been reviewed for some time. Additionally, the Authority faced
the challenge of the changes set out in the 2007 Statement of Recommended Practice (SORP) for local
government accounting. Therefore, whilst historically, there have been relatively few issues arising from the audit
of the Authority’s accounts, the level of adjustments has been significantly higher this year.

Officers have supported the audit approach through providing working papers of a generally good standard and
timely responses to our queries. We have noted in the body of this report some improvements which the
Authority should make. Most notably, we have recommended that officers amend the closedown process to
incorporate earlier review of new technical developments and prompter preparation and review of working papers.
This should improve the quality of the accounts and working papers presented for audit, reducing the number of
adjustments.

Following the completion of the audit, we will hold a more detailed debrief session with officers to identify further
opportunities to improve both the accounts production and audit processes.

At the time of preparing this report, we have agreed the adjustments required with officers, though have not, as
yet, reviewed an updated set of accounts to verify that the changes have been made correctly. We anticipate
completing this prior to the Audit Committee meeting so will be able to provide committee members with a verbal
update.

We also need to complete our review process in relation to a small number of audit areas. These are:
e finalising the adjustments for the accounting treatment of finance leases;

® auditing revised disclosures on financial instruments, once these have been produced;

® completing the audit of the cash flow statement; and
®

clarifying the accounting treatment of the Authority’s stake in the West Mercia Purchasing Consortium.

Key issues for the accounts process

In our Annual Audit and Inspection Plan for 2007/08, we described some of the challenges which the Authority
would face in preparing its 2007/08 accounts and provided an update on progress in our Interim Report, issued in
June 2008. These included changes to accounting requirements, which are set out in the Statement of
Recommended Practice ("SORP”) issued by CIPFA.

Whilst these changes provided a challenge to most authorities this year, we can report that the Authority has dealt
with the changes well and only a small number of changes in the presentation of the accounts has resulted from
these.
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Executive summary

We also identified an issue in relation to the 2006/07 financial statements earlier in the year. One of the SORP
changes introduced in 2007 was the new requirement for a Statement of Total Recognised Gains and Losses
(STRGL). This statement summarises all the Authority’s income, expenditure, gains and losses, and so its total
should equal the amount by which the Balance Sheet has moved; we found that this was not the case.

At the time of our Interim Report, we had held extensive discussions with officers and identified some of the items
making up the difference. However, at that stage, not all the required adjustments had been identified and we had
not tested the underlying working papers for each change. Our work on these adjustments is now nearly
concluded and we have agreed the majority of adjustments required with officers. Subject to these being
confirmed, the STRGL for both 2006/07 and 2007/08 now correctly reconciles to the movement in the Authority’s
net worth.

Before we issue our opinion, we will require a signed management representation letter, and have provided a draft
of this in Appendix 6.

Our findings are set out in more detail in section 2 of this report and our proposed opinion on the accounts is
presented in Appendix 1. A draft management representations letter is also set out at Appendix 6.

Use of Resources conclusion

The Council is responsible for putting in place proper arrangements to secure economy, efficiency and
effectiveness in its use of resources and regularly reviewing their adequacy and effectiveness.

Our responsibility is to satisfy ourselves that you have in place proper arrangements by reviewing and, where
appropriate, examining evidence that is relevant to your corporate performance and financial management
arrangements and reporting on them.

We make our assessment on the basis of the previous year's assessment, updating this for developments since
last year. We have undertaken work to update our findings from last year. We will reach our final conclusion
through a national moderation exercise in October, but at present we anticipate to conclude that the Authority has
proper arrangements to secure economy, efficiency and effectiveness in its use of resources.

Our findings are detailed in section 3 of this report and our proposed conclusion is set out at Appendix 2.

Exercise of other powers

We have a duty under section 8 of the Audit Commission Act 1998 to consider whether, in the public interest, to
report on any matter that comes to our attention in order for it brought to the attention of the public. In addition
we have a range of other powers under the 1988 Act. We did not exercise these powers or issue a report in the
public interest in 2007/08.

Certificate

We are required to certify that we have completed the audit in accordance with the requirements of the Audit
Commission Act 1998 and the Code of Audit Practice. If there are any circumstances under which we cannot
issue a certificate, then we are required to report them to you and to issue a draft opinion on the financial
statements.

Issue of our certificate is subject to conclusion of the outstanding issues mentioned above.

Declaration of independence and objectivity

We confirm that there were no relationships between KPMG LLP and the Council, its directors and senior
management and its affiliates that we consider may reasonably be thought to bear on the objectivity and
independence of the audit engagement lead and audit staff. We also confirm that we have complied with Ethical
Standards and the Audit Commission’s requirements in relation to independence and objectivity.

We have provided a detailed declaration in Appendix 5.
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Accounts and Annual Governance Statement

We reported on the elements of our work completed earlier in the year in our Interim Report which was finalised in
June 2008. The work completed in this phase of the audit consists mainly of planning and work on the Authority’s
financial control arrangements. \We also reported that we had identified a number of specific areas of focus for the
accounts audit. These included the changes in the SORP for 2007/08, and the Statement of Total Recognised
Gains and Losses (STRGL) in the Authority’s 2006/07 accounts.

Correcting the STRGL

The 2006 SORP introduced a requirement for local authorities’ accounts to include a Statement of Total
Recognised Gains and Losses (STRGL). The purpose of this statement is to summarise all changes to the
Authority’s net worth, bringing together transactions in the Income and Expenditure Account (I&E) with other gains
and losses, such as revaluation gains, which do not appear in the I&E. Many authorities found the process of
compiling the STRGL was very challenging.

The purpose of the STRGL is to summarise all changes to the Authority’'s “net worth” (ie. the balance sheet total)
by bringing together transactions in the I&E with other gains and losses, such as gains and losses on revaluation of
assets, which do not appear in the I&E. Our review of the Authority’s 2006/07 accounts identified that the STRGL
recorded total gains of £29.5m, whereas the Balance Sheet only showed total gains of £0.265m.

We have worked with officers to identify and confirm the amendments needed to correct this imbalance. Subject
to the clearance of one query, we will be able to conclude our work on these adjustments, after which the STRGLs
in 2007/08 and in the 2006/07 comparator will balance correctly to the movement on the balance sheet each year.

Changes to the 2007 SORP: financial instruments

The 2007 SORP implements new standards for accounting for “financial instruments”. In simple terms, financial
instruments are the Authority’s financial assets and liabilities, such as investments, borrowings, debtors and
creditors, though the definition is broader and can include legal agreements such as where the Authority gives a
financial guarantee to a third party. The breadth of the new standards has made them a challenge for many
authorities.

We reviewed how the Authority had implemented the required changes. In the majority of cases, we agreed with
the Authority’s treatments.

One of the particular challenges of the new standards is that a much more extensive level of disclosure is required
than was the case under the previous arrangements. We compared the level of disclosure in the Authority’s
accounts to the SORP and to other authorities we work with and have agreed with officers that the disclosures be
expanded though, at the time of preparing this report, we have not received and reviewed the revised disclosures.

Changes to the 2007 SORP - accounting for fixed assets

The SORP also included changes to how fixed assets are accounted for this year. The introduction of a
Revaluation Reserve which follows the same rules as in the NHS or commercial sectors, requires revaluations to
be recorded on an asset by asset basis, which therefore increases the detail needed in the Authority’s records. [t
also changes the accounting entries required.

The Authority has successfully adapted its fixed asset register to cope with the requirement, and has implemented
the changes in accounting requirements correctly.
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Accounts and Annual Governance Statement

Accounts Production

Your accounts production process is assessed as part of our Use of Resources assessment. As part of this
process, we have considered the production process against three criteria:

Completeness of draft accounts

We received a draft set of accounts prior to commencement of our on-site audit work, which began on 7 July
2008. In most respects, the draft accounts were complete, subject to the amendments to financial instruments
disclosures described above. We also identified that disclosure is required where the Authority leases assets to
third parties. The primary financial statements and other disclosures were completed, though some adjustments
were required, as set out below and in Appendix 3.

Quality of supporting working papers

We issued an Accounts Audit Protocol which set out the mutual responsibilities of the Authority’s officers and the
audit team. This included details of the working papers which we require in order to complete the audit. We
received a full set of working papers early in the audit. The standard of working papers was generally good, though
in some instances, there is scope to improve the clarity of working papers further. We will discuss these points
with officers in more detail following the completion of the audit.

In our Interim Report, we reiterated the need for the Authority to plan for known accounting issues. As officers
commented in their response to this recommendation, the Corporate Finance team is being further strengthened
through the redeployment of an additional member of staff into the team. This should help the team address
issues well in advance and manage financial reporting alongside their other duties.

To help achieve these benefits, the closedown timetable should be updated to show clearly when SORP changes
will be reviewed and discussed with us, and when working papers will be prepared and reviewed, ensuring in
particular that these stages happen as early as possible in the closedown process..

Response to audit queries

We held weekly meetings with the Finance Manager and Corporate Finance Manager to inform them of progress
and outstanding audit queries to facilitate their resolution. Most audit queries were resolved to our satisfaction on a
timely basis.

Audit adjustments and other findings

Under ISA260, we are required to report to the Audit Committee:

® adjustments identified in the course of the audit which management have not agreed to adjust;
® other significant adjustments;

® qualitative aspects of the Authority’s accounting practices

® material weaknesses in internal control,

We have identified no weaknesses in internal control which we believe to be material. \We have set out below the
main audit adjustments and opportunities to refine the Authority’s accounting practices. A complete list of audit
adjustments may be found at Appendix 3, and the Authority’s response to our recommendations is included in the
action plan in Appendix 4.
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Accounts and Annual Governance Statement

Provision for doubtful debts
Authorities are required to make a provision offsetting their debtor balance:

® to ensure that debtors are carried in the balance sheet at a fair estimate of the value which will be received — in
other words, taking account of the fact that not all balances will be collected; and

® to ensure that the cost of maintaining this provision is fairly allocated to each service in the I&E.

We identified that one Portfolio had calculated the amount which it believed was appropriate to cover the risks it
faces on its debts, but had only provided a lesser amount. Offsetting this under-provision, a corporate provision
exists as a “last resort” which is used only for exceptional write-offs of old debts.

Whilst the central provision means that the total provision is unlikely to be significantly understated, it does not
ensure that the impact on service revenue accounts is correct, since the cost of writing a debt off against the
central provision is not charged to the service who “owned” the debt. Officers have agreed to increase the
Portfolio provision to the total amount calculated and release the general provision, which would be held in an
earmarked reserve, should the Authority wish to have an allocated resource to avoid debt write-offs affecting
services' budget carry-forward balances.

We have also recommended that officers should review the basis of the bad debt provision calculation to ensure
that each Portfolio’s calculation is carried out to an equal standard and following a consistent methodology — for
example, using information on the age of debts and how much old debt is collected to inform the calculation of the
provision, which does not always happen at present. This will achieve the two objectives set out above.

Accounting for fixed assets

Our testing of expenditure on fixed assets identified that the Authority does not accrue for retentions on capital
contracts but rather recognises this expenditure when it is defrayed. We established that the amount of
unaccrued retentions was not material. However, to ensure that the Authority’s accounting policy is consistent
with requirements and with other organisations, it should accrue for contract retentions in future.

Our testing of expenditure on fixed assets including salary costs capitalised on the basis that these costs were
associated with the purchase or construction of fixed assets. This is allowed under accounting standards provided
that salary costs are directly attributable to acquisition of fixed assets; some of the capitalised costs were
supported by records directly linking them to acquisition of fixed assets, whilst some were capitalised on the basis
of estimates and historical percentages applied to costs. Our sample included £243,000 of capitalised costs of
which there was not clear support for an amount of £199,000.

Treatment of finance leases

We identified assets held under finance leases had not been accounted for correctly, in that no liability for future
lease payments had been created to offset the asset acquired. Officers have identified the value of the liability
which should have been in place and we understand that the accounts will be adjusted to reflect this.
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Accounts and Annual Governance Statement

Overstated debtors and creditors

We identified two instances where a debtor balances had been created in error, but were offset by a creditor being
created rather than being reversed out. This meant that the net balance remained correct, but the gross debtor
and creditor balances were overstated by £3.895m.

The Authority has adjusted the accounts for this error. We understand that a similar issue was identified by the
previous auditors in the 2006/07 audit, so the Authority may wish to consider what further training or controls
should be introduced to prevent this issue from recurring.

Opinions and Representations

We are required to provide you with representations concerning our independence and ability to act as your
auditors. This is attached at Appendix 5 of this report.

You are required to provide us with representations on specific matters such as your financial standing and
whether the transactions within the accounts are legal and unaffected by fraud. We have provided a copy of this
as Appendix 6. Once we have received this, we will issue our audit opinion, subject to resolution of the final
queries raised above.
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Use of resources

Introduction

In our audit plan we outlined the work streams we consider to assess whether the arrangements you have in place
to ensure that your resources are deployed effectively are appropriate. Our conclusion is based on these work
streams, including your use of resources (UoR) self assessment, our cumulative audit knowledge and discussions
with management to discuss adequacy of arrangements.

Summary of the assessments

This assessment analyses your performance against the five themes published by the Audit Commission, which
are set out in the table below:

Setting strategic and operational objectives Our assessment against these criteria is informed by Achieved
the Audit Commission’s latest Corporate Assessment

Consultation with stakeholders L . . . Achieved
report, direction of travel, and discussions with the
Monitoring and scrutiny of performance Comprehensive Area Assessment Lead on progress. Achieved
Data quality We are reviewing the Authority’s arrangements to Achieved
ensure data quality. We have provisionally assessed
the arrangements as adequate and our findings will be
reported further in our Annual External Audit Report.
Medium term financial planning and budgeting KLOE 2.1 3 Achieved
Managing performance against budgets KLOE 2.2 3 Achieved
Asset management KLOE 2.3 4 Achieved
Managing spending within available resources KLOE 3.1 3 Achieved
Risk management KLOE 4.1 4 Achieved
System of internal control KLOE 4.2 3 Achieved
Probity and propriety KLOE 4.3 4 Achieved
Managing and improving value for money KLOE 5.2 3 Achieved

The scale on which the themes are scored ranges from one (inadequate) to four (performing strongly). A score
above level 2 is sufficient to support an unqualified use of resources conclusion.

We assessed your achievement of the criteria for each theme for 2007/08 as being of an overall good
performance, with level three being achieved for each of the five areas. We reported our findings in detail in our
Use of Resources and Data Quality Report which was finalised in March 2008.

The overall score from your 2007 assessment indicates that you have achieved the criteria specified by the Audit
Commission, and are performing consistently above minimum requirements.

Our work in relation to the 2008/09 assessment is ongoing and the Authority has submitted to us a range of
examples which it considers to be of notable practice, which we are currently reviewing. We will report our
detailed findings in our Annual External Audit Report in December 2008.
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Appendix 1: Proposed accounts audit opinion

Independent auditor’s report to the Members of Telford and Wrekin Council
Opinion on the statement of accounts

We have audited the Authority’s statement of accounts and related notes of Telford and Wrekin Council, for the
year ended 31 March 2008 under the Audit Commission Act 1998. The Authority’s statement of accounts
comprises the Explanatory Foreword, Income and Expenditure Account, the Statement of the Movement on the
General Fund Balance, the Balance Sheet, the Statement of Total Recognised Gains and Losses, the Authority
Cash Flow Statement, the Collection Fund and the related notes. The statement of accounts has been prepared
under the accounting policies set out in the Statement of Accounting Policies.

This report is made solely to Telford and Wrekin Council as a body, in accordance with Part Il of the Audit
Commission Act 1998. Our audit work has been undertaken so that we might state to Telford and Wrekin Council,
as a body, those matters we are required to state to them in an auditor’s report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than Telford and Wrekin
Council, as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of the Responsible Financial Officer and auditor

The Responsible Financial Officer’'s responsibilities for preparing the statement of accounts in accordance with
relevant legal and regulatory requirements and the Statement of Recommended Practice on Local Authority
Accounting in the United Kingdom 2007 are set out in the Statement of Responsibilities for the statement of
accounts.

Our responsibility is to audit the statement of accounts in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the Authority’s statement of accounts presents fairly the financial
position of Telford and Wrekin Council and its income and expenditure for the year in accordance with relevant
legal and regulatory requirements and the Statement of Recommended Practice on Local Authority Accounting in
the United Kingdom 2007.

We review whether the governance statement reflects compliance with “Delivering Good Governance in Local
Government: A Framework” published by CIPFA/SOLACE in June 2007. We report if it does not comply with
proper practices specified by CIPFA/SOLACE or if the statement is misleading or inconsistent with other
information we are aware of from our audit of the statement of accounts. We are not required to consider, nor
have we considered, whether the governance statement covers all risks and controls. Neither are we required to
form an opinion on the effectiveness of the Authority’s corporate governance procedures or its risk and control
procedures.

We read other information published with the Authority statement of accounts, and consider whether it is
consistent with the audited Authority statement of accounts. This other information comprises the Annual Report.
We consider the implications for our report if we become aware of any apparent misstatements or material
inconsistencies with the Authority statement of accounts. Our responsibilities do not extend to any other
information.

Basis of audit opinion

We conducted our audit in accordance with the Audit Commission Act 1998, the Code of Audit Practice issued by
the Audit Commission and International Standards on Auditing (UK and Ireland) issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
Authority statement of accounts and related notes. It also includes an assessment of the significant estimates and
judgments made by the Authority in the preparation of the Authority statement of accounts and related notes, and
of whether the accounting policies are appropriate to the Authority’s circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which We considered
necessary in order to provide me with sufficient evidence to give reasonable assurance that the Authority
statement of accounts and related notes are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of
information in the Authority statement of accounts and related notes.
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Appendix 1: Proposed accounts audit opinion

Opinion
In our opinion:
The Authority statement of accounts presents fairly, in accordance with relevant legal and regulatory requirements

and the Statement of Recommended Practice on Local Authority Accounting in the United Kingdom 2007, the
financial position of the Authority as at 31March 2008 and its income and expenditure for the year then ended.

KPMG LLP
Chartered Accountants

Birmingham
X September 2008
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Appendix 2: Proposed use of resources conclusion

Authority’s Responsibilities

The Authority is responsible for putting in place proper arrangements to secure economy, efficiency and
effectiveness in its use of resources, to ensure proper stewardship and governance and regularly to review the
adequacy and effectiveness of these arrangements.

Auditor’s Responsibilities

We are required by the Audit Commission Act 1998 to satisfy ourselves that proper arrangements have been made
by the Authority for securing economy, efficiency and effectiveness in its use of resources. The Code of Audit
Practice issued by the Audit Commission requires us to report to you our conclusion in relation to proper
arrangements, having regard to relevant criteria specified by the Audit Commission for principal local authorities.
We report if significant matters have come to our attention which prevent us from concluding that the Authority
has made such proper arrangements. We are not required to consider, nor have we considered, whether all
aspects of the Authority’'s arrangements for securing economy, efficiency and effectiveness in its use of resources
are operating effectively.

In 2007 your appointed auditor was required by section 7 of the Local Government Act 1999 to carry out an audit of
the authority’s best value performance plan and issue a report:

e certifying that they had done so;

e stating whether they believed that the plan had been prepared and published in accordance with statutory
requirements set out in section 6 of the Local Government Act 1999 and statutory guidance; and where relevant,
making any recommendations under section 7 of the Local Government Act 1999.

Proposed Conclusion

We have undertaken our audit in accordance with the Code of Audit Practice and having regard to the criteria for
principal local authorities specified by the Audit Commission and published in December 2006, We are satisfied
that, in all significant respects, Telford and Wrekin Council made proper arrangements to secure economy,
efficiency and effectiveness in its use of resources for the year ending 31 March 2008.

Best Value Performance Plan

The previous appointed auditor (the Audit Commission) issued their statutory report on the audit of the authority’s
best value performance plan for the financial year 2006/07 on xx December 2007. They did not identify any matters
to be reported to the authority and did not make any recommendations on procedures in relation to the plan.

Certificate

We certify that we have completed the audit of the accounts in accordance with the requirements of the Audit
Commission Act 1998 and the Code of Audit Practice issued by the Audit Commission.

KPMG LLP
Chartered Accountants
Birmingham

X September 2008
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Appendix 3: Audit differences

We are required by ISA (UK and Ireland) 260 Communication of Audit Matters to Those Charged with Governance
to communicate all uncorrected misstatements, other than those that we believe are clearly trivial, to the Audit
Committee. We are also required to report all material misstatements that management has corrected but that
we believe should be communicated to you to assist you in fulfilling your governance responsibilities.

Uncorrected audit differences
The are no uncorrected audit differences.
Corrected audit differences

Detailed below are the audit differences that have been corrected. The differences are split into two tables; the
first table relates to adjustments relating to this financial year, the second to adjustments relating to comparative
figures from 2006/07 included in the 2007/08 statements, including the corrections needed to balance the 2006/07
STRGL which were already included in the first draft version of the accounts previously presented to the Audit
Committee.

Adjustments to the 2007/08 accounts

Impact ; .
. Basis of audit difference
Income and expenditure Balance sheet

Dr Net Cost of Services: Non-Distributed To account for past service pension
Costs £2,827k costs through the I&E rather than
Cr SMGFB: Net charges made in through the STRGL.
accordance with FRS 17 £2,827k
Dr Sundry Creditors £3,895k To correct for two overstated debtor and
Cr Sundry Debtors £3,895k creditor balances.
Cr Net cost of services £754k Dr Bad debt provision £754k To release the provision for unspecified
bad debts
Dr SMGFB: gain on disposals of fixed Dr Creditors £215k To account for repayment of private

assets: £215k

Cr I&E: Gains on disposals of fixed
assets £21bk

Cr Useable capital receipts £215k sector housing grant as a capital receipt

Dr: Premia on early redemption of debt  To correctly write off previously
£2,060k amortised premia on early redemption of

Cr Financial Instruments Adjustment loans

Account £2,060k

Dr Provisions £6,085k To correctly account for Section 106
Cr Creditors — receipts in advance contributions and Commuted Sums
£6.085k where the obligation to repay has not
' yet been discharged.
Dr I&E: net cost or services (various Cr Fixed assets (depreciation) £119k To provide for depreciation on
services) £119k infrastructure assets.
Dr Net cost of services: adult and To provide for doubtful debts as
consumer care £35k assessed

Cr Bad debt provision £35

Dr Net cost of services - education Dr Fixed assets: Ordinary land and To account correctly for the purchase of
services £1,962k buildings (additions) £1,962k the Shortwood school site.

Cr Central services to the public £1,962k Cr Fixed assets: Ordinary land and
buildings (impairments) £1,962k

(Contd. overleaf)
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Appendix 3: Audit differences

The following table shows the adjustments made from the 2006/07 accounts to the prior year comparators in
2007/08. This includes an analysis of the corrections which were necessary to balance the 2006/07 STRGL, plus a

small number of other adjustments.

Adjustments to the 2006/07 comparators

Income and expenditure Balance sheet

Dr Net Cost of Services: Non-Distributed
Costs £17k

Cr SMGFB: Net charges made in
accordance with FRS 17 £ 17k

Dr Net Cost of Services (various
headings) £32,986k

Cr SMGFB: Depreciation and
impairment of fixed assets £32,986k

Dr SMGFB: Gain on disposal of fixed
assets £978k

Cr I&E: Gain on disposal of fixed assets
£978k

Dr Collection Fund reserve £45k

Cr Creditors £45k

Dr Net cost of services (various
headings) £1,529k

Cr SMGFB: Depreciation and
impairment of fixed assets £1,529k

Dr SMGFB: Depreciation and
impairment of fixed assets £15,417k

Cr Net Cost of Services (various
headings) £15,417k

Dr Fixed assets £2,279k
Cr FARA £2,279
Dr SMGFB £4,729

Cr Net Cost of Services (various
headings) £4,729k

Dr I&E: Net Cost of Services (various)
£16,646k

Cr SMGFB £ 16,646k
Dr Fixed assets £1,253k
Cr FARA £1,253k

Dr SMGFB premiums on early Dr: Financial Instruments Adjustment

Basis of audit difference

To account for past service pension
costs through the I&E rather than
through the STRGL.

To account correctly for the write off of
non-enhancing expenditure

To account correctly for the receipt of
right to buy clawback from Wrekin
Housing Trust.

To account correctly for the share of the
collection fund balance attributable to
other authorities.

To account correctly for the amortisation
of deferred charges through the |&E
Account.

To account for non-enhancing
expenditure and deferred charge
expenditure through the I&E rather than
the STRGL.

To account correctly for disposals of
assets not on the asset register.

To correct for income and expenditure
taken directly to the reserves rather than
through the I&E.

To account correctly for write-off of
assets where no proceeds were
received.

To account correctly for capital receipts
not linked to assets.

To correctly write off previously

redemption of debt £2,060k Account £2,060k amortised premiums on early
Cr I&E account: Interest and similar Cr premiums on early redemption of redemption of loans
charges £2,060k debt £2,060k
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Appendix 4: Action plan

This appendix summarises the recommendations with officers’ agreed responses.

Priority 1: Issues that are fundamental
and material to your system of internal

Priority rating for recommendations

Priority 2: Issues that have an
important effect on internal controls.

Priority 3: Issues that would, if
corrected, improve the internal control

control. in general but are not vital to the overall
system.
Risk Issue and recommendation Management response Officer and due date
1 Enhancing the accounts closedown process As flagged previously in Paul Clifford
. . response to the interim
T oty Shoud update 2 SCCOUnS raport,actonal resources 11308
. P . were already planned and are
consideration of accounting changes at an early . .
A now in place in Corporate
stage. The closedown timetable should also Finance which will provide
identify which working papers can be prepared and ! ve Wil wit provi
. d earl capacity to focus and plan for
reviewed earlier. accounting changes at an
earlier stage in the
closedown process.
The closedown timetable will pg | clifford
be reviewed to assess
whether any working papers 31/12/08
can be produced earlier.
2 Calculating the provision for doubtful debts Agree. The methodology will Paul Clifford
The Authority should review its methodology for be reviewed across  al 31/03/09
- : Portfolios  prior to the
prpwdmg against doubtful debts and ensure that 2008/09 final accounts but
Ichlstflsl" applied to a consistent standard by all needs to take account of the
ortrolios. nature of different debts
involved so  consistency
doesn't have to mean the
same % provision etc.
3 Capital accounting Officers quantified the value Paul Clifford
. . of the retentions at £278k for
Theit ,?uth%?:y tshounld a?ﬁrue fr?trr rf:[atznt\l/(\)/nfk oin 2007/08 which is not material 31/03/09
cap al tCO acts once the contracte © S and therefore the adjustment Paul Clifford
complete. was not made. The policy 31/10/08
The Authority should review the methodology for will be reviewed for 2008/09 1o/
capitalising salary costs to ensure that only costs and  retentions  will  be
dire_ctly attributable to ac_:qqisition and const_ruqtion accrued as appropriate.
o;: f|><|gdbassets ?{edcspltgllsed.t Criost:r;dcapltallsed Further guidance will be
should be supported by adequate recoras. issued to Finance Officers on
the methodology for
capitalising salary costs and
the need to ensure adequate
records are maintained.
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Appendix 5: Declaration of independence and objectivity

Declaration of Independence and Objectivity

Auditors appointed by the Audit Commission must comply with the Code of Audit Practice (“the Code”) which
states that:

“Auditors and their staff should exercise their professional judgement and act independently of both the Audit
Commission and the audited body. Auditors, or any firm with which an auditor is associated, should not carry out
work for an audited body, which does not relate directly to the discharge of auditors’ functions, if it would impair
the auditors’ independence or might give rise to a reasonable perception that their independence could be
impaired”

In considering issues of independence and objectivity we consider relevant professional, regulatory and legal
requirements and guidance, including the provisions of the Code, the detailed provisions of the Statement of
Independence included within the Audit Commission’'s Annual Letter of Guidance and Standing Guidance (" Audit
Commission Guidance”) and the requirements of APB Ethical Standard 1 Integrity, Objectivity and Independence
("Ethical Standards”).

The Code states that, in carrying out their audit of the financial statements, auditors should comply with auditing
standards currently in force, and as may be amended from time to time. Audit Commission Guidance requires
appointed auditors to follow the provisions of ISA (UK&I) 260 Communication of Audit Matters with Those Charged
with Governance' that are applicable to the audit of listed companies. This means that the appointed auditor must
disclose in writing:

® details of all relationships between the auditor and the client, its directors and senior management and its
affiliates, including all services provided by the audit firm and its network to the client, its directors and senior
management and its affiliates, that the auditor considers may reasonably be thought to bear on the auditor’s
objectivity and independence;

® the related safeguards that are in place; and

the total amount of fees that the auditor and the auditor’'s network firms have charged to the client and its
affiliates for the provision of services during the reporting period, analysed into appropriate categories, for
example, statutory audit services, further audit services, tax advisory services and other non-audit services. For
each category, the amounts of any future services which have been contracted or where a written proposal has
been submitted are separately disclosed.

Appointed auditors are also required to confirm in writing that they have complied with Ethical Standards and that,
in the auditor's professional judgement, the auditor is independent and the auditor’'s objectivity is not
compromised, or otherwise declare that the auditor has concerns that the auditor’'s objectivity and independence
may be compromised and explaining the actions which necessarily follow from his. These matters should be
discussed with the Audit Committee.

Ethical Standards require us to communicate to those charged with governance in writing at least annually all
significant facts and matters, including those related to the provision of non-audit services and the safeguards put
in place that, in our professional judgement, may reasonably be thought to bear on our independence and the
objectivity of the Audit Partner and the audit team.

General procedures to safeguard independence and objectivity

KPMG's reputation is built, in great part, upon the conduct of our professionals and their ability to deliver objective
and independent advice and opinions. That integrity and objectivity underpins the work that KPMG performs and is
important to the regulatory environments in which we operate. All partners and staff have an obligation to maintain
the relevant level of required independence and to identify and evaluate circumstances and relationships that may
impair that independence.

Acting as an auditor places specific obligations on the firm, partners and staff in order to demonstrate the firm's
required independence. KPMG's policies and procedures regarding independence matters are detailed in its Ethics
and Independence Manual (“the Manual”). The Manual sets out the overriding principles and summarises the
policies and regulations which all partners and staff must adhere to in the area of professional conduct and in
dealings with clients and others.
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Appendix 5: Declaration of independence and objectivity

KPMG is committed to ensuring that all partners and staff are aware of these principles. To facilitate this, a hard
copy of the Manual is provided to everyone annually. The Manual is divided into two parts. Part 1 sets out
KPMG's ethics and independence policies which partners and staff must observe both in relation to their personal
dealings and in relation to the professional services they provide. Part 2 of the Manual summarises the key risk
management policies which partners and staff are required to follow when providing such services.

All partners and staff must understand the personal responsibilities they have towards complying with the policies
outlined in the Manual and follow them at all times. To acknowledge understanding of and adherence to the
policies set out in the Manual, all partners and staff are required to submit an annual Ethics and Independence
Confirmation. Failure to follow these policies can result in disciplinary action.

Auditor Declaration

In relation to the audit of the financial statements of Telford and Wrekin Council for the financial year ending 31
March 2008, we confirm that there were no relationships between KPMG LLP and the Council, its directors and
senior management and its affiliates that we consider may reasonably be thought to bear on the objectivity and
independence of the audit engagement lead and audit staff. We also confirm that we have complied with Ethical
Standards and the Audit Commission’s requirements in relation to independence and objectivity.
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Appendix 6: Draft management representation letter

We understand that auditing standards require you to obtain representations from management on certain matters
material to your opinion. Accordingly we confirm to the best of our knowledge and belief, having made appropriate
enquiries of other members of the Council, the following representations given to you in connection with your audit
of the financial statements for Telford and Wrekin Council for the year ended 31 March 2008.

All the accounting records have been made available to you for the purpose of your audit and the full effect of all
the transactions undertaken by Telford and Wrekin Council has been properly reflected and recorded in the
accounting records in accordance with agreements, including side agreements, amendments and oral agreements.
All other records and related information, including minutes of all management and Board meetings, have been
made available to you.

We confirm that we have disclosed all material related party transactions relevant to the Council and that we are
not aware of any other such matters required to be disclosed in the financial statements, whether under FRS 8 or
other requirements.

We confirm that we are not aware of any actual or potential non-compliance with laws and regulations that would
have had a material effect on the ability of the Council to conduct its business and therefore on the results and
financial position to be disclosed in the financial statements for the year ended 31 March 2008.

We acknowledge that we are responsible for the fair presentation of the financial statements in accordance with
the Local Government Statement of Recommended Practice (“SORP"”) and wider UK accounting standards. We
have considered and approved the financial statements.

We confirm that we:

® understand that the term “fraud” includes misstatements resulting from fraudulent financial reporting and
misstatements resulting from misappropriation of assets. Misstatements resulting from fraudulent financial
reporting involve intentional misstatements or omissions of amount or disclosures in financial statements to
deceive financial statement users. Misstatements resulting from misappropriation of assets involve the theft of
an entity’s assets, often accompanied by false or misleading records or documents in order to conceal the fact
that the assets are missing or have been pledged without proper authorisation;

are responsible for the design and implementation of internal control to prevent and detect fraud and error;
® have disclosed to you our knowledge of fraud or suspected fraud affecting the Council involving:

- management;

- employees who have significant roles in internal control; or

— others where the fraud could have a material effect on the financial statements.

® have disclosed to you our knowledge of any allegations of fraud, or suspected fraud, affecting the Council’s
financial statements communicated by employees, former employees, analysts, regulators or others; and

® have disclosed to you the results of our assessment of the risk that the financial statements may be materially
misstated as a result of fraud.

We confirm that the presentation and disclosure of the fair value measurements of material assets, liabilities and
components of equity are in accordance with applicable reporting standards. The amounts disclosed represent our
best estimate of fair value of assets and liabilities required to be disclosed by these standards. The measurement
methods and significant assumptions used in determining fair value have been applied on a consistent basis, are
reasonable and they appropriately reflect our intent and ability to carry out specific courses of action on behalf of
the Council where relevant to the fair value measurements or disclosures.

We confirm that there are no other contingent liabilities, other than those that have been properly recorded and
disclosed in the financial statements. In particular:

® there is no significant pending or threatened litigation, other than that already disclosed in the financial
statements; and

® there are no material commitments or contractual issues, other than those already disclosed in the financial
statements.
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Appendix 6: Draft management representation letter (continued)

® Finally, no additional significant post balance sheet events have occurred that would require additional
adjustment or disclosure in the financial statements, over and above those events already disclosed.

This letter was tabled at the meeting of the Audit Committee on 16 September 2008.
Yours faithfully

[Corporate Director of Resources]

On behalf of the Council

M © 2008 KPMG LLP, a UK limited liability partnership, is a subsidiary of KPMG Europe LLP and a member firm of the KPMG network of independent member 18
firms affiliated with KPMG International, a Swiss cooperative. All rights reserved. This document is confidential and its circulation and use are restricted.
KPMG and the KPMG logo are registered trademarks of KPMG International, a Swiss cooperative.



TELFORD & WREKIN COUNCIL

AUDIT COMMITTEE 16™ SEPTEMBER 2008

DRAFT UPDATED TERMS OF REFERENCE

REPORT OF THE CORPORATE DIRECTOR RESOURCES

1 PURPOSE

1.1 To seek the Audit Committees comments on the updated terms of reference for the Audit
Committee to be considered by the Council’'s Constitution Committee on 29" September
2008.

2 RECOMMENDATIONS

2.1  That Members of the Audit Committee agree the terms of reference attached as
Appendix A for consideration by the Council’s Constitution Committee.

3 SUMMARY

3.1 The Audit Committees terms of reference specify that the terms of reference should be
reviewed annually.

3.2  The revised Audit Committee arrangements have been effective from the 2008/09
municipal year. It is timely to review them to reflect best practice and because it has been
identified during business that there were some activities that had incorrectly remained
with the Standards Committee.

3.3  The proposed terms of reference at Appendix A will be presented to the Council’s
Constitution Committee on 29" September 2008 and will be effective following
agreement at Council on 27" November 2008.

4 PREVIOUS MINUTES

4.1  Council 24™ April 2008

5 INFORMATION

5.1 The terms of reference have been re-organised under appropriate headings to provide
clarity on the specific areas included.

5.2  The section on Fraud has been included and deleted from the Standards Committee
terms of reference.

5.3 The section on complaints has been included to reflect best practice.

5.4  The other minor changes made have been to properly reflect the CIPFA® Code of

Practice for Internal Audit in Local Government 2006.

! Chartered Institute of Public Finance and Accountancy

1




6 OTHER CONSIDERATIONS

AREA

COMMENTS

Equal Opportunities

The business of the Audit Committee should ensure that any legislative
and Council requirements on equal opportunities are met.

Environmental
Impact

There are no environmental impacts from the report but Internal Audit
do review and may report to the Committee on Environmental/
sustainability issues.

Legal Implications

There is no legal requirement to have an Audit Committee but the Audit
Commission within CPA (CAA) and CIPFA prescribe that the Council
should have an Audit Committee or equivalent to support a good
governance and assurance framework.

The terms of reference are contained within the Constitution and
require annual review.

Links with Corporate
Priorities

Having an Audit Committee and reviewing its terms of reference
regularly contributes to the Council’s priority 7 — a modern and effective
Council.

Risks and
Opportunities

The Audit Committee has an important role in monitoring that the
Council’s risk management processes are operating effectively.

The risks and opportunities associated with the committee have been
identified and appropriate controls put in place to manage them.

Financial Implications

There are no financial implications arising from this report.
The Committee is serviced by officers of the Council and any
associated costs are met from within existing budgets.

Ward Implications

The Audit Committee covers all areas of the Council and therefore
there are district wide implications that could affect all Council Wards.

7 BACKGROUND PAPERS

Constitution April 2008
CIPFA Code of practice for Internal Audit in Local Government 2006
CIPFA Audit Committees — Practical Guidance for Local Authorities 2005

Report by Jenny Marriott, Audit & Risk Manager 383101




TELFORD & WREKIN COUNCIL

AUDIT COMMITTEE — 16" SEPTEMBER 2008
(STANDARDS COMMITTEE 9" OCTOBER 2008)

UPDATE OF THE CORPORATE ANTI-FRAUD & CORRUPTION POLICY

REPORT OF THE CORPORATE DIRECTOR: RESOURCES

11

PURPOSE

To obtain comments from the Audit Committee on the updated Corporate Anti-Fraud and
Corruption Policy prior to consideration by the Standards Committee. The policy has
been updated in order to reflect good practice and to continue to maintain the high
standards operating within the Council.

2.1

RECOMMENDATIONS

That the Audit Committee notes the updated Corporate Anti-Fraud and Corruption Policy
attached at Appendix A and recommends its approval by the Standards Committee.

3.1

4.1

5.1

5.2

5.3

SUMMARY

The Council is committed to high standards of Corporate Governance and has a set of
effective procedures in place which are regularly reviewed and given a clean bill of health
by the External Auditor. These procedures include the Anti-Fraud & Corruption Policy but
we need to keep it under review in order to maintain our high standards. The existing
Anti-Fraud and Corruption Policy was last updated in 2006.

PREVIOUS MINUTES

Standards Committee 4" May 2004
Standards and Audit Committee 4™ April 2006

INFORMATION

The Anti-Fraud and Corruption Policy supports one of the key dimensions of good
Corporate Governance — Standards of Conduct. The Council aims to ensure that all
those associated with it maintain high standards of ethics and conduct in public life
contributing to good corporate governance. The changes to this policy reflect new
legislation, good practice and developments in this area within the public sector.

In addition, the Audit Commission’s Use of Resources assessment has within the internal
control section, key lines of enquiry measuring that “The Council has arrangements in
place that are designed to promote and ensure probity and propriety in the conduct of its
business”. An up to date Corporate Anti-Fraud and Corruption policy that is followed by
all members, employees, partners, volunteers, governor and suppliers/contractors
provides evidence for the Use of Resources score and supports our 4 star rating.

The amendments made to the policy are shown as tracked changes in Appendix A and
include the following (the underlying policy remains unchanged):




a) Amendments to reflect changes to Council policies and procedures including
the Employee Code of Conduct, Speak Up Policy and Information Security
Policy.

b) Amendments to reflect changes in legislation and procedures in respect to
Standards investigations for Members (Local Government and Public
Involvement in Health Act 2007)

c) Amendments to reflect new legislation — Fraud Act 2006 (effective January

2007)

d) Incorporation of information about data matching and National Fraud Initiative
(NFI) — where data comparisons are used to identify potential frauds for the
Council to review.

e) Organisational changes within the Council.

f) Further clarification that the Council will seek to recover any money/assets
fraudulently/corruptly obtained from the Council.

5.4

Following agreement of this policy the Council will re-issue the two “High Standards”

Cards — one for all members and one for all employees, reflecting their specific
responsibilities under this policy. In addition it will indicate the location of the associated
policies and guidance. This policy is supported by the Speak Up Policy which was
revised in early 2008.

6. OTHER CONSIDERATIONS

AREA

COMMENTS

Equal Opportunities

This policy operates within Equalities legislation and the Council’s
associated policies.

Environmental
Impact

None

Legal Implications

The anti-fraud and corruption policy needs to comply with all relevant
legislative requirements. The regular review of the policy will ensure that
this is the case.

One such example from this review is the change made to sections of
the policy relating to the Members Code of Conduct issues where the
update reflects the move to local consideration of complaints which was
introduced by the Local Government and Public Involvement in Health
Act 2007.

Links with Corporate
Priorities

The policy supports Priority 7: An Efficient, Effective and Customer-
Focused Council that delivers Value-For-Money for the Community. The
policy supports good Corporate Governance and the Council’s desire to
ensure sound conduct and ethical procedures for all those associated
with the Council and service delivery.

Financial Implications

None other than those administrative and printing costs contained within
existing budgets.

Opportunities and
Risks

Having a policy which sets out the Council’s anti-fraud and corruption
culture and associated procedures assists in the management of the
risk of fraud and corruption against the Council. The other opportunities
and risks associated with this policy have been identified and are being
managed appropriately.

Ward Implications

District wide implications.




7. BACKGROUND PAPERS

Corporate Anti-Fraud and Corruption Policy 2006

Speak Up Policy 2008

Benefits Counter Fraud and Sanctions Policy 2005

Corporate Prosecution Policy 2003

Audit Commission requirements for the National Fraud Initiative
Fraud Act 2006

Local Government and Public Involvement in Health Act 2007

Report prepared by Jenny Marriott — Audit & Risk Manager Tel: 01952 383101.
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