WEST
SOMERSET
COUNCIL

Members of the Audit Committee:
(Councillors R P Lillis (Chairman), T Venner (Vice Chairman),
D Archer, N Thwaites, R Thomas, R Woods, A Behan)

Our Ref: Democratic Services
Contact: Clare Rendell c.rendell@tauntondeane.gov.uk

Date 10 March 2017

THE PRESS AND PUBLIC ARE WELCOME TO ATTEND THE MEET ING
THIS DOCUMENT CAN BE MADE AVAILABLE IN LARGE PRINT, BRAILLE, TAPE FORMAT
OR IN OTHER LANGUAGES ON REQUEST
Dear Councillor

| hereby give you notice to attend the following meeting:

AUDIT COMMITTEE

Date: Monday 20 March 2017
Time: 2.00 pm
Venue: Council Chamber, Council Offices, Williton

Please note that this meeting may be recorded. At the start of the meeting the Chairman will
confirm if all or part of the meeting is being recorded.

You should be aware that the Council is a Data Controller under the Data Protection Act. Data
collected during the recording will be retained in accordance with the Council’s policy.

Therefore unless you advise otherwise, by entering the Council Chamber and speaking during Public
Participation you are consenting to being recorded and to the possible use of the sound recording for
access via the website or for training purposes. If you have any queries regarding this please contact
Committee Services on 01643 703704.

Yours sincerely

BRUCE LANG
Proper Officer



RISK SCORING MATRIX

Report writers score risks in reports uses the scoring matrix below

Risk Scoring Matrix

Almost Medium . Very High | Very High
5| Certain | FOWO) | T(1g) | HIGNA5) | T 50 (25)
. Medium | Medium : Very High
- 4 | Likely Low (4) ) (12) High (16) (20)
(@]
o . . .
< Possible Medium Medium High
E 3 Low (3) | Low (6) ) (12) (15)
-
. Medium Medium
2 | Unlikely | Low(2) | Low(4) | Low (6) ®) (10)
1| Rare | ow(@) | Low(2) | Low(3) | Low (4) Low (5)
1 2 3 4 5
Negligible | Minor | Moderate Major Catastrophic
Impact
Likelihood of Indicator Description (chance
risk occurring of occurrence)
1. Very Unlikely | May occur in exceptional circumstances <10%
2. Slight Is unlikely to, but could occur at some time | 10 — 25%
3. Feasible Fairly likely to occur at same time 25— 50%
4. Likely Likely to occur within the next 1-2 years, or | 50 — 75%
occurs occasionally
5. Very Likely Regular occurrence (daily / weekly [/ | >75%
monthly)

» Mitigating actions for high (‘High’ or above) scoring risks are to be reflected in Service
Plans, managed by the Group Manager and implemented by Service Lead Officers;

»  Lower scoring risks will either be accepted with no mitigating actions or included in work plans

with appropriate mitigating actions that are managed by Service Lead Officer.




AUDIT COMMITTEE - AGENDA

20 March at 2.00 pm
Council Chamber, West Somerset House, Williton

Apoloqgies for Absence

Minutes

Minutes of the Meeting of the Committee held on 6 December 2016 — TO FOLLOW.
Declarations of Interest

To receive and record any declarations of interest in respect of any matters included
the Agenda for consideration at this Meeting.

Public Participation

The Chairman to advise the Committee of any items on which members of the public
have requested to speak and advise those members of the public present of the details
of the Council’s public participation scheme.

For those members of the public wishing to speak at this meeting there are a few points
you might like to note.

A three-minute time limit applies to each speaker and you will be asked to speak before
Councillors debate the issue. There will be no further opportunity for comment at a later
stage. Your comments should be addressed to the Chairman and any ruling made the
Chair is not open to discussion. If a response is needed it will be given either oral at the
meeting or a written reply made within five working days of the meeting.

Audit Committee Action Plan

To update the Audit Committee on the progress of resolutions and recommendations
from previous meetings.

The Audit Committee are requested to note that all previous actions have been
completed and resolved. A new Action Plan will be drawn up based on the outcome of
this meeting.

Audit Committee Forward Plan

To review the Audit Committee Forward Plan 2017 — SEE ATTACHED.

Grant Thornton External Audit — External Progress Update

To consider Report No WSC 30/17 to be presented by Rebecca Usher, Audit Manager
from Grant Thornton — SEE ATTACHED

The purpose of the report is to provide a progress update regarding the work of the
external auditors, Grant Thornton, together with the information relating to emerging
issues which may be relevant to the Council.



10.

11.

12.

13.

Grant Thornton External Audit — Audit Plan

To consider Report No WSC 31/17 to be presented by Rebecca Usher, Audit
Manager from Grant Thornton — SEE ATTACHED.

The purpose of the report is to introduce the External Audit Plan for 2016/17. This is
prepared by our external auditors, Grant Thornton. The report summarises their
approach to the 2016/17 audit programme, work completed to date, work to follow and
the auditors view on risk.

SWAP Internal Audit — Progress Report 2016/17

To consider Report No WSC 32/17 to be presented by Alastair Woodland, Audit
Manager, South West Audit Partnership — SEE ATTACHED.

The purpose of the report is to
SWAP Internal Audit — Audit Plan 2017/18 and Audit Charter

To consider Report No WSC 33/17 to be presented by Alastair Woodland, Audit
Manager, South West Audit Partnership — SEE ATTACHED.

The purpose of the report is to

Corporate Risk Management Update

To consider Report No WSC 34/17 to be presented by Richard Doyle, Corporate
Strategy and Performance Manager — SEE ATTACHED.

The purpose of the report is to update the Audit Committee on the corporate risks which
are being managed by the Joint Management Team (JMT).

Corporate Governance Action Plan Update

To consider Report No WSC 35/17 to be presented by Richard Doyle, Corporate
Strategy and Performance Manager — SEE ATTACHED.

The purpose of the report is to update the Audit Committee of the progress against the
Annual Governance Statement Action Plan.

Overdue High Priority SWAP Audit Recommendations

To consider Report No WSC 36/17 to be presented by Richard Doyle, Corporate
Strategy and Performance Manager — SEE ATTACHED.

The purpose of the report is to provide the Audit Committee with a position statement on
the SWAP audit recommendations for West Somerset Council, which were assessed as
high and very high priority, where the agreed action is overdue.



14.

15.

Exclusion of the Press and Public

To consider excluding the press and public during consideration of Item 15 on the grounds
that, if the press and public were present during this item, there would be likely to be a
disclosure to them of exempt information of the class specified in Paragraph 3 of Part 1 of
Schedule 12A of the Local Government Act 1972 as amended as follows:

Item 15 contains information that could release confidential information relating to the
financial or business affairs of any particular person (including the authority holding that
information). It is therefore proposed that after consideration of all the circumstances of
the case, the public interest in maintaining the exemption outweighs the public interest in
disclosing the information.

Corporate Fraud Arrangements

To consider Report No WSC 37/17 to be presented by Heather Tiso, Revenues and
Benefits Service Manager — SEE ATTACHED.

The purpose of the report is to present feedback to the Audit Committee on the alternative
options for Counter Fraud services as our existing arrangements with the South West

Counter Fraud Partnership will end on 31 March 2017. The Audit Committee is requested
to consider two proposals to deliver fraud prevention, detection and investigation services.

COUNCILLORS ARE REMINDED TO CHECK THEIR POST TRAYS

The Council’s Vision:

To enable people to live, work and prosper in West Somerset
The Council’'s Corporate Priorities:

e Local Democracy:

Securing local democracy and accountability in West Somerset, based in West Somerset,
elected by the people of West Somerset and responsible to the people of West Somerset.

e New Nuclear Development at Hinkley Point
Maximising opportunities for West Somerset communities and businesses to benefit from
the development whilst protecting local communities and the environment.

The Council’s Core Values:

e Integrity
e Respect
* Fairness
e Trust






Agenda Item 6

West Somerset Council - Audit Committee — Forward Plan 2017

Meeting | DRAFT AGENDA ITEMS LEAD OFFICER
20 Grant Thornton — Audit Plan Rebecca Usher
March Grant Thornton — Audit Update Rebecca Usher
2017 SWARP Internal Audit — Progress Report 2016/17 Alastair Woodland
SWAP Internal Audit - Audit Plan 2017/18 and Audit Charter | Alastair Woodland
Corporate Risk Management Update Richard Doyle
Corporate Governance Action Plan Richard Doyle
Summary of Overdue Level 4/5 Actions Richard Doyle
Corporate Fraud Arrangements Heather Tiso
Forward Plan
20 Grant Thornton External Audit - Audit Fees Rebecca Usher
June Grant Thornton External Audit - Audit Update Rebecca Usher
2017 SWARP Internal Audit — Annual Report Alastair Woodland
SWARP Internal Audit — Audit Plan 2016/17 Outturn Alastair Woodland
Review of Effectiveness of Internal Audit Jo Nacey
2015/16 Treasury Management Outturn Report James Howells
Annual Governance Statement 2015/16 Richard Doyle
Forward Plan
18 SWARP Internal Audit — Progress Update 2017/18 Alastair Woodland
Sept Summary of Overdue Level 4/5 Actions Richard Doyle
2017 Corporate Governance Action Plan Update Richard Doyle
Corporate Risk Management Update Richard Doyle
Forward Plan
4 Grant Thornton External Audit — Annual Audit Letter 2016/17 | Rebecca Usher
Dec Grant Thornton External Audit Update Rebecca Usher
2017 SWARP Internal Audit — Progress Report 2015/16 Alastair Woodland

6-Month Review of Treasury Management Activity
Forward Plan

James Howells







Agenda Item 7

Report Number: WSC 30/17

West Somerset Council

Audit Committee — 20 March 2017

External Audit — Progress Report and Update

This matter is the responsibility of Councillor Mrs Mandy Chilcott

Report Author: Paul Carter, Assistant Director — Corporate Services

11

2.1

5.1

6.1

7.1

Purpose of the Report

The attached report provides the Audit Committee with a progress update regarding
the work of the external auditors, Grant Thornton, together with information relating to
emerging issues which may be relevant to the Council.

Recommendations
Members are requested to note the update report.

Risk Assessment (if appropriate)

Risk Matrix

Description Likelihood Impact Overall
The details of any specific risks are contained in
the report

Background and Full details of the Report

The Council’s external audit function is undertaken by Grant Thornton. The external
auditors, as part of their work, provide regular progress updates to Members via the
Audit Committee together with updates in relation to emerging national issues, which
may be of relevance to the Council. These are detailed in the attached report.

Links to Corporate Aims / Priorities

There is no direct contribution to the Corporate Priorities.

Finance / Resource Implications

This is an update report only and there are no specific financial implications.
Legal Implications

The Council has a statutory duty to produce financial statements.



8 Environmental Impact Implications

8.1 None
9 Safeguarding and/or Community Safety Implications
9.1 None

10 Equality and Diversity Implications
10.1 None
11 Social Value Implications
11.1 None
12 Partnership Implications
12.1 None
13 Health and Wellbeing Implications
13.1 None
14 Asset Management Implication
14.1 None
15 Consultation Implications
15.1 None
Democratic Path:
* Audit Committee — Yes
» Cabinet —No
* Full Council — No
Reporting Frequency: [ Once only 1 Ad-hoc  [J Quarterly
X Twice-yearly 71 Annually

Contact Officers

Name Paul Carter Name Shirlene Adam
Direct Dial {01823 218740 Direct Dial 01823 356310
Email p.carter@tauntondeane.gov.uk Email s.adam@tauntondeane.gov.uk




Agenda ltem 7, Appendix A
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Agenda Item 8

Report Number: WSC 31/17

West Somerset Council

Audit Committee — 20 March 2017

External Audit — Audit Plan 2016/17

This matter is the responsibility of Councillor Mrs Mandy Chilcott

Report Author: Paul Carter, Assistant Director — Corporate Services

11

1.2

2.1

4.1

4.2

6.1

Purpose of the Report

This report introduces the External Audit Plan for 2016/17. This is prepared by our
external auditors, Grant Thornton, and is detailed in the appendix to this report.

The report summarises their approach to the 2016/17 audit programme, work
completed to date, work to follow and the auditors view on risk.

Recommendations

Members are requested to note the External Audit Plan for 2016/17 received from Grant
Thornton.

Risk Assessment (if appropriate)

Risk Matrix

Description Likelihood Impact Overall
The details of any specific risks are contained in
the report

Background and Full details of the Report

Each year our external auditors, Grant Thornton, provide a plan, which details their
approach to the audit work required in respect of the preceding financial year
(2016/17). Specifically this audit work focuses on the provision of an audit opinion in
relation to the accounts, value for money (VFM) and associated key risks.

The plan for 2016/17 is set out in Appendix A.
Links to Corporate Aims / Priorities

There are no direct implications.

Finance / Resource Implications

The report sets out the external auditors view on key risk areas for the Council and their
approach to auditing them.
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7 Legal Implications

7.1  There are no legal implications from this report.

8 Environmental Impact Implications

8.1 None

9 Safeguarding and/or Community Safety Implications
9.1 None

10 Equality and Diversity Implications
10.1 None
11 Social Value Implications
11.1 None
12 Partnership Implications
12.1 None
13 Health and Wellbeing Implications
13.1 None
14 Asset Management Implication
14.1 None
15 Consultation Implications
15.1 None
Democratic Path:
* Audit Committee — Yes
» Cabinet —No
e Full Council — No
Reporting Frequency: [ Once only 1 Ad-hoc  [J Quarterly
X Twice-yearly "1 Annually

Contact Officers

Name Paul Carter Name Shirlene Adam
Direct Dial {01823 218740 Direct Dial |01823 356310
Email p.carter@tauntondeane.gov.uk Email s.adam@tauntondeane.gov.uk
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Agenda Iltem 9

Report Number: WSC32/17

Presented by: Alastair Woodland, Assistant Director
Author of the Report: Alastair Woodland, Assistant Director

Contact Details:
Tel. No. Direct Line: 01823 356160

Email:

Alastair.woodland@southwestaudit.co.uk

Report to a Meeting of: Audit Committee
To be Held on: 20 March 2017

INTERNAL AUDIT PLAN 2016-17
PROGRESS UPDATE

1.

11

2.1

3.1

4.1

PURPOSE OF REPORT

To update members on the Internal Audit Plan 2016-17 progress and bring to their
attention any significant findings identified through our work.

CONTRIBUTION TO CORPORATE PRIORITIES

Delivery of the corporate objectives requires strong internal control. The attached report
provides a summary of the audit work carried out to date this year by the Council’s internal
auditors, South West Audit Partnership.

RECOMMENDATIONS

Members are asked to note progress made in delivery of the 2016/17 internal audit plan
and note the significant findings.

RISK ASSESSMENT (IF APPLICABLE)

Any organisation needs to have a well-established and systematic risk management
framework in place to identify and mitigate the risks it may face. WSC has a risk management
framework, and within that, individual internal audit reports deal with the specific risk issues
that arise from the findings. These are translated into mitigating actions and timetables for
management to implement. The most significant findings are reported to this committee in
terms of significant corporate risks or in terms of high priority findings at an individual service
level.
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5.

6.1

7.1

8.1

9.1

10.

10.1

11.

111

12.

12.1

13.

13.1

14.

14.1

BACKGROUND INFORMATION

This report summarises the work of the Council’s Internal Audit Service and provides:

o Details of any new significant weaknesses identified during internal audit work
completed since the last report to the committee in December.

« A schedule of audits completed during the period, detailing their respective assurance

opinion rating, the number of recommendations and the respective priority rankings
of these.

FINANCIAL/RESOURCE IMPLICATIONS

There are no specific finance issues relating to this report.

COMMENTS ON BEHALF OF SECTION 151 OFFICER

No Specific comments.

EQUALITY & DIVERSITY IMPLICATIONS

There are no direct implications from this report.

CRIME AND DISORDER IMPLICATIONS

There are no direct implications from this report.

CONSULTATION IMPLICATIONS

There are no direct implications from this report.

ASSET MANAGEMENT IMPLICATIONS

There are no direct implications from this report.

ENVIRONMENTAL IMPACT IMPLICATIONS

There are no direct implications from this report.

HEALTH & WELLBEING

There are no direct implications from this report.

LEGAL IMPLICATIONS

There are no specific legal issues relating to this report.
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Agenda Item 10

Report Number: WSC 33/17

Presented by: Alastair Woodland, Assistant Director
Author of the Report: Alastair Woodland, Assistant Director
Contact Details:

Tel. No. Direct Line: 01823 356160

Email:

Alastair.woodland@southwestaudit.co.uk

Report to a Meeting of: Audit Committee
To be Held on: 20" March 2017

INTERNAL AUDIT PLAN 2017-18 &
INTERNAL AUDIT CHART ER

1.

11

1.2

2.1

3.1

3.2

4.1

PURPOSE OF REPORT

To inform the Audit Committee of the proposed work to be undertaken by South West Audit
Partnership during 2017-18.

To seek approval of the Internal Audit Charter which sets out the nature, role,
responsibility, status and authority of internal auditing within West Somerset Council and to
outline the scope of the internal audit work.

CONTRIBUTION TO CORPORATE PRIORITIES

Delivery of the corporate objectives requires strong governance, risk management and
internal controls. The attached report provides a summary of the audit work to be carried
out to date to provide assurance on the effectiveness of WSC governance, risk
management and internal controls.

RECOMMENDATIONS

Members are asked to note and approve the 2017-18 internal audit plan.
Members are asked to note and approve the Internal Audit Charter.

RISK ASSESSMENT (IF APPLICABLE)

Any organisation needs to have a well-established and systematic risk management
framework in place to identify and mitigate the risks it may face. WSC has a risk management
framework, and within that, individual internal audit reports deal with the specific risk issues
that arise from the findings. These are translated into mitigating actions and timetables for
management to implement. The most significant findings are reported to this committee in
terms of significant corporate risks or in terms of high priority findings at an individual service
level.
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5.1

5.2

5.3

54

6.1

7.1

8.1

9.1

BACKGROUND INFORMATION

Annual Plan 2017-18

West Somerset’s audit plan for 2017-18 is based on 167 days and a further 10 days carried
over from the Transformation Programme work that provides a plan total of 177 days. The
Plan is notionally broken down across various audit categories including the following:

« Key Financial Systems Audits

e Governance, Fraud & Corruption Audits
e IT Audits

¢ Operational Audits

e Follow Up Audits

¢ Non-Opinion Reviews

Further details of the Annual Internal Audit Plan 2017-18 can be found in the attached report.

Internal Audit Charter

The Charter was approved by the Audit Committee on the 25" September 2006 and is
reviewed and approved each year to confirm it remains accurate and up to date.

The Charter was last reviewed by the Audit Committee at its meeting on the 215 March 2016.

FINANCIAL/RESOURCE IMPLICATIONS

The proposed internal audit plan is within approved budget.

COMMENTS ON BEHALF OF SECTION 151 OFFICER

The proposed Internal Audit Plan for 2017/18 is attached. | am satisfied that this is a
reasonable approach to managing the key risks facing the Council. The plan will be
amended if necessary during the year.

EQUALITY & DIVERSITY IMPLICATIONS

Members need to demonstrate that they have consciously thought about the three
aims of the Public Sector Equality Duty as part of the decision making process

The three aims the authority must have due regard for:

* Eliminate discrimination, harassment, victimisation

» Advance equality of opportunity between persons who share a relevant protected
characteristic and persons who do not share it

 Foster good relations between persons who share a relevant protected
characteristic and persons who do not share it

There are no direct implications from this report.

CRIME AND DISORDER IMPLICATIONS

There are no direct implications from this report.
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10.

10.1

11.

111

12.

12.1

13.

13.1

14.

14.1

CONSULTATION IMPLICATIONS

There are no direct implications from this report.

ASSET MANAGEMENT IMPLICATIONS

There are no direct implications from this report.

ENVIRONMENTAL IMPACT IMPLICATIONS

There are no direct implications from this report.

HEALTH & WELLBEING

There are no direct implications from this report.

LEGAL IMPLICATIONS

There are no specific legal issues relating to this report.
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Internal Audit Work Plan APPENDIX A

West Somerset Council Internal Audit Plan 2017-18

Audit Type and Area ‘ Number of Days (177)
Key Financial Control
Main Accounting 12
Creditors 12
Debtors 12
Discretionary Payments - Housing 6
System Parameter testing Civica 2
Governance, Fraud & Corruption
Business Rate Avoidance 10
Transformation 10
Compliance with IR35 2
Culture & Ethics Survey 2
Procurement Analysis 10
Organised Crime - Compliance Checklist 5
IT Audit
Cyber Security 10
Backups 5

Operational Audits

Grants - DFG & Other 10
Parking maintenance 6
Development Control 10

Follow Up Audits

Building Control 2
User Access Management 3
Homelessness 4
Licensing 4
Management Time
Follow-up in year contingency 8
Corporate Advice 8
Committee Reporting & Attendance 12
Planning/Client Liaison 12

SWAP work is completed to comply with the International Professional Practices
S W A I Framework of the Institute of Internal Auditors and the CIPFA Code of Practicefor 9 | Page
SOUTH WEST AUDIT PARTNERSHIP P
Delivering Audit Excellence Internal Audit in England and Wales.
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SOUTH WEST AUDIT PARTNERSHIP

INTERNAL AUDIT CHARTER

Purpose
The purpose of this Charter is to set out the nature, role, responsibility, status and authority of internal
auditing within West Somerset Council, and to outline the scope of internal audit work.

Approval

This Charter was approved by the Audit Committee on 25" September 2006 and is reviewed each year
to confirm it remains accurate and up to date. It was last reviewed by the Audit Committee® on 215
March 2016.

Provision of Internal Audit Services

The internal audit service is provided by the South West Audit Partnership Limited (SWAP). SWAP is
a Local Authority controlled company. This charter should be read in conjunction with the Service
Agreement, which forms part of the legal agreement between the SWAP partners.

The budget for the provision of the internal audit service is determined by the Council, in conjunction
with the Members Meeting. The general financial provisions are laid down in the legal agreement,
including the level of financial contribution by the Council, and may only be amended by unanimous
agreement of the Members Meeting. The budget is based on an audit needs assessment that was
carried out when determining the Council’s level of contribution to SWAP. This is reviewed each year
by the Director - Operations (Section 151 Officer) in consultation with the Chief Executive of SWAP.

Role of Internal Audit

The Accounts and Audit (England) Regulations 2015, state that: “A relevant authority must undertake
an effective internal audit to evaluate the effectiveness of its risk management, control and
governance processes, taking into account the public sector internal auditing standards or guidance.”

Internal audit is an independent, objective assurance and consulting activity designed to add value
and improve the Council’s operations. It helps the Council accomplish its objectives by bringing a
systematic disciplined approach to evaluate and improve the effectiveness of risk management,
control and governance processes.

Responsibilities of Management and of Internal Audit

Management?

Management is responsible for determining the scope, except where specified by statute, of internal
audit work and for deciding the action to be taken on the outcome of, or findings from, their work.
Management is responsible for ensuring SWAP has:

e the support of management and the Council; and
e direct access and freedom to report to senior management, including the Council’s Chief Executive
and the Audit Committee.

Management is responsible for maintaining internal controls, including proper accounting records and
other management information suitable for running the Authority. Management is also responsible
for the appropriate and effective management of risk.

' The Standards require that Internal Audit report to the Board. CIPFA have, via the Public Sector Internal Audit
Standards (PSIAS) Guidelines, determined that the Audit Committee in this instance represents the Board.
2 In this instance Management refers to the Joint Management Team.
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Internal Audit
Internal audit is responsible for operating under the policies established by management in line with
best practice.

Internal audit is responsible for conducting its work in accordance with the Code of Ethics and
Standards for the Professional Practice of Internal Auditing as set by the Institute of Internal Auditors
and further guided by interpretation provided by the Public Sector Internal Audit Standards (PSIAS).
SWAP has been independently assessed and found to be in Conformance with the Standards.

Internal audit is not responsible for any of the activities which it audits. SWAP staff will not assume
responsibility for the design, installation, operation or control of any procedures. SWAP staff who
have previously worked for West Somerset Council will not be asked to review any aspects of their
previous department's work until one year has passed since they left that area.

Relationship with the External Auditors/Other Regulatory Bodies
Internal Audit will co-ordinate its work with others wherever this is beneficial to the organisation.

Status of Internal Audit in the Organisation

The Chief Executive of SWAP is responsible to the SWAP Board of Directors and the Members Meeting.
The Chief Executive for SWAP and the Director of Quality also report to the Director of Operations, as
Section 151 Officer, and reports to the Audit Committee as set out below.

Appointment or removal of the Chief Executive of SWAP is the sole responsibility of the Members
Meeting.

Scope and authority of Internal Audit work

There are no restrictions placed upon the scope of internal audit's work. SWAP staff engaged on
internal audit work are entitled to receive and have access to whatever information or explanations
they consider necessary to fulfil their responsibilities to senior management. In this regard, internal
audit may have access to any records, personnel or physical property of West Somerset Council.

Internal audit work will normally include, but is not restricted to:

reviewing the reliability and integrity of financial and operating information and the means used
to identify, measure, classify and report such information;

e evaluating and appraising the risks associated with areas under review and make proposals for
improving the management of risks;

e appraise the effectiveness and reliability of the enterprise risk management framework and
recommend improvements where necessary;

e assist management and Members to identify risks and controls with regard to the objectives of the
Council and its services;

e reviewingthe systems established by management to ensure compliance with those policies, plans,
procedures, laws and regulations which could have a significant impact on operations and reports,

and determining whether West Somerset Council is in compliance;

e reviewing the means of safeguarding assets and, as appropriate, verifying the existence of assets;
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e appraising the economy, efficiency and effectiveness with which resources are employed;

e reviewing operations or programmes to ascertain whether results are consistent with established
objectives and goals and whether the operations or programmes are being carried out as planned.

e reviewing the operations of the council in support of the Council’s anti-fraud and corruption policy.
e at the specific request of management, internal audit may provide consultancy services provided:

the internal auditors independence is not compromised

the internal audit service has the necessary skills to carry out the assignment, or can
obtain such skills without undue cost or delay

the scope of the consultancy assignment is clearly defined and management have made
proper provision for resources within the annual audit plan

management understand that the work being undertaken is not internal audit work.

Planning and Reporting
SWAP will submit to the Audit Committee, for approval, an annual internal audit plan, setting out the
recommended scope of their work in the period.

The annual plan will be developed with reference to the risks the organisation will be facing in the
forthcoming year, whilst providing a balance of current and on-going risks, reviewed on a cyclical basis.
The plan will be reviewed on a quarterly basis to ensure it remains adequately resourced, current and
addresses new and emerging risks.

SWAP will carry out the work as agreed, report the outcome and findings, and will make
recommendations on the action to be taken as a result to the appropriate manager and Director.
SWAP will report at least two times a year to the Audit Committee. SWAP will also report a summary
of their findings, including any persistent and outstanding issues, to the Audit Committee on a regular
basis.

Internal audit reports will normally be by means of a brief presentation to the relevant manager
accompanied by a detailed report in writing. The detailed report will be copied to the relevant line
management, who will already have been made fully aware of the detail and whose co-operation in
preparing the summary report will have been sought. The detailed report will also be copied to the
Director - Operations (Section 151 Officer) and to other relevant line management.

The Chief Executive of SWAP will submit an annual report to the Audit Committee providing an overall
opinion of the status of risk and internal control within the council, based on the internal audit work
conducted during the previous year.

In addition to the reporting lines outlined above, the Chief Executive of SWAP and SWAP Directors
have the unreserved right to report directly to the Leader of the Council, the Chairman of the Audit

Committee, the Council’s Chief Executive Officer or the External Audit Manager.

Revised March 2017
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Agenda Item 11

Report Number: WSC 34/17

West Somerset District Council

Audit Committee — 20 March 2017

Corporate Risk Management Update

This matter is the responsibility of Cllr Mandy Chilcott, Portfolio Holder for

Resources and Central Support

Report Author: Richard Doyle, Corporate Strategy & Performance Officer

11

2.1

4.1

Purpose of the Report

This report provides an update on the corporate risks which are being managed by
the Joint Management Team (JMT). The Committee are invited to debate whether all
necessary corporate risks have been identified.

Recommendations
It is recommended that:-
* The committee note the current position in relation to the identification and tracking

of corporate risk and discuss any areas of concern with officers present.
* The committee debate whether all necessary corporate risks have been identified.

Risk Assessment

Risk Matrix

Description Likelihood Impact Overall
There is the general risk that if the Council fails
to make go_oql use of the management of risk Feasible Major Medium
processes it is likely to lead to uncontrolled 3) ) (12)
exposure to many high level strategic and
operational risks.
The mitigation for this will be the identification and
management of risk at all levels of the Unlikely Significant Low
organisation and oversight of the key strategic (2) 3) (6)
risks facing the Council by Members and JMT.

Background and Full details of the Report

West Somerset District Council recognises the importance of effective identification,
evaluation and management of all key strategic and operational risks. This is
endorsed by the increased focus on the importance of Corporate Governance to
public sector bodies. The Council also has a statutory responsibility to have in place
arrangements for managing risks, as stated in the Accounts & Audit Regulations
2003:
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4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

“The relevant body shall be responsible for ensuring that the financial management
of the body is adequate and effective and that the body has a sound system of
internal control which facilitates the effective exercise of that body’s functions and
which includes the arrangements for the management of risk.”

Risk management is a key element of the Council’s overarching Governance
arrangements.

The Corporate Risk Register is a ‘live’ document which highlights the key corporate
risks facing the Council. The register is a joint one between Taunton Deane and West
Somerset Council and is formally reviewed by JMT on a regular basis as part of the
corporate performance review day. The last JMT review took place on 30"
September 2016. The next review is scheduled for 19" May 2017.

These regular reviews ensure that new strategic-level risks can be recognised;
continuing risks can be re-assessed in the light of management actions to date; and
risks which are no longer considered important can be removed.

Risk registers exist with divisions, teams, projects and programmes. All these Risk
Registers were updated in January 2017 .

Risks which are managed at a corporate level are those which have a significant risk to
the delivery of a corporate priority or which are cross-cutting risks that don’t naturally
sit with a single department or team. These risks have been identified and escalated
from other risk registers within the Councils, officer concerns or from external sources.

There are currently 15 strategic risks identified and approved by JMT (11 joint risks, 1
WSC risk and 3 TDBC specific risks).

Mitigating actions have continued to be delivered in respect of the various risks. These
are set out in the risk register and will continue in order to manage down the risks to an
acceptable level.

An extract of the corporate risk register is provided in Appendix A. Members are
invited to review the register and consider whether all the appropriate
Corporate Risks have been identified.

The key to the risk scoring used is shown in the following two tables:

Likelihood of Description (chance
risk occurring Indicator of occurrence)
1. Very Unlikely | Extremely unlikely or virtually < 10%
impossible
2. Slight Unlikely to occur 10 — 25%
3. Feasible Fairly likely to occur 25 — 50%
4. Likely More likely to occur than not 50 — 75%
5. Very Likely Almost certainly will occur > 75%
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4.11

. Medium . Very High | Very High
5 | V.Likely | Low (5) (10) High (15) (20) (25)
. Medium | Medium . Very High
4 Likel Low (4 High (16
y W1l e | ay MO o
©
o . . .
1) Medium Medium High
£ | 3| Feasible | W@ | Low(®) | ) (12) (15)
4
i . Medium Medium
2 Slight Low (2) | Low (4) Low (6) ®8) (10)
1 V. Low (1) | Low (2) Low (3) Low (4) Low (5)
Unlikely
1 2 3 4 5
Negligible | Minor | Significant Major Critical
Impact

The risk matrix below shows the spread of corporate risks, based on the latest
assessment. The numbers shown relate to the Risk Number within Appendix A.

9,10,11
3 16,17

3,4,5,8

2,15

PROBABILITY (A)

Very
Unlikely
1

Significant Critical

Negligible
1 2 3 4 5

IMPACT (B)
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5.1

6.1

7.1

8.1

9.1
10
10.1
11
111
12

12.1

13
13.1
14
14.1
15

15.1

Links to Corporate Aims / Priorities

There are no direct links to corporate aims/priorities although good governance (of which
risk management is a part) underpins good performance.

Finance / Resource Implications

There are financial risks identified within the Corporate Risk register.
Legal Implications

There are no direct legal implications within this report.
Environmental Impact Implications

There are no direct environmental risks within this report.

Safeguarding and/or Community Safety Implications
Safeguarding is part of risk 14

Equality and Diversity Implications

Equalities is part of risk 14

Social Value Implications

There are no Social Value risks associated with this report.
Partnership Implications

The corporate risk register is maintained jointly between Taunton Deane Borough
Council and West Somerset Council and reflects the ‘One Team’ approach to service
delivery between the Councils.

Health and Wellbeing Implications

There are no Health and Well-being implications associated with this report.
Asset Management Implications

Risk 5 identifies a risk in relation to asset management.

Consultation Implications

There are no Consultation implications associated with this report.
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Democratic Path:
e Audit Committee - Yes
» Corporate Scrutiny — No
* Cabinet — No
* Full Council — No

Reporting Frequency:  Twice yearly

List of Appendices

| Appendix A |Extract of joint Corporate Risk Register

Contact Officers

Name Richard Doyle
Direct Dial |01823 218743
Email r.doyle@tauntondeane.gov.uk
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Agenda Item 12

Report Number: WSC 35/17

West Somerset District Council

Audit Committee — 20 " March 2017

Corporate Governance Action Plan Update

This matter is the responsibility of Cllr Mandy Chilcott Portfolio Holder for

Resources and Central Support

Report Author: Richard Doyle, Corporate Strategy & Performance Officer

11

2.1

4.1

Purpose of the Report

This report provides an update of progress against the Annual Governance Statement
Action Plan.

Recommendations

It is recommended that:-

The committee Members are asked to note current progress in relation to completing
the actions identified within the Annual Governance Statement.

Risk Assessment

Risk Matrix

Description Likelihood Impact Overall
There is the general risk that if the Council fails
to keep its controls and governance
arrangements under review they could cease to Feasible Major Medium
be appropriate and lead to uncontrolled 3) (4) (12)
exposure to high level strategic and operational
The mitigation for this will be for the Council to
formally review the internal controls for Unlikely Significant Low
governance of its affairs, identify opportunities for (2) 3) (6)
improvement and implement these.

Background and Full details of the Report
The Annual Governance Statement (AGS) is a statutory document which provides

assurance on the governance arrangements in place within the Council. The statement
is produced following a review of the council's governance arrangements.

97




4.2

5.1

6.1

6.1

7.1

8.1

9.1

10
10.1
11
111
12
121
13
13.1
14

14.1

The AGS includes an action plan to address any new governance issues identified
by the Corporate Governance Officers Group; relying on reports from internal and
external audit as well as their own understanding of the organisation.

The Action Plan

The action plan is set out in Appendix A.

Links to Corporate Aims / Priorities

There are no direct links to corporate aims/priorities although good governance (of which
risk management is a part) underpins good performance.

Finance / Resource Implications
None — this is a governance matter.
Legal Implications

Regulation 4 of The Accounts and Audit (England) Regulations 2011 requires that the
Council must conduct a review at least once a year of the effectiveness of its systems of
internal control and committee must approve an annual governance statement, prepared
in accordance with proper practices in relation to internal control.

Environmental Impact Implications

There are no direct environmental risks within this report.

Safeguarding and/or Community Safety Implications

There are no safeguarding and /or community safety implications associated with this
report.

Equality and Diversity Implications

There are no equality and diversity implications associated with this report.
Social Value Implications

There are no Social Value risks associated with this report.

Partnership Implications

There are no direct partnership implications associated with this report.
Health and Wellbeing Implications

There are no direct health and wellbeing risk associated with this report.
Asset Management Implications

Risk 5 identifies a risk in relation to asset management.
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15 Consultation Implications

15.1  There are no Consultation implications associated with this report.

Democratic Path:
e Audit Committee - Yes
e Corporate Scrutiny — No
» Cabinet — No
* Full Council — No

Reporting Frequency:  Twice yearly

List of Appendices

|Appendix A |AGS Action Plan 2016/17

Contact Officers

Name Richard Doyle
Direct Dial {01823 218743
Email r.doyle@tauntondeane.gov.uk
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Agenda Item 13

Report Number: WSC 36/17

West Somerset District Council

Audit Committee — 20 " March 2017

Overdue high priority SWAP Audit Recommendations

This matter is the responsibility of Cllr Mandy Chilcott, Portfolio Holder for
Resources and Central Support

Report Author: Richard Doyle, Corporate Strategy & Performance Officer

1 Purpose of the Report

1.1  This report provides Members with a position statement on the SWAP audit
recommendations for West Somerset District Council, which were assessed as high
and very high priority, where the agreed remedial action is overdue.

2 Recommendations

2.1 It is recommended that:-

« The committee review the overdue actions.

3 Risk Assessment
Risk Matrix
Description Likelihood Impact Overall
The Council is exposed to risk through inadequate . . .
systems and processes identified through SWAP Likely Major High
audits. (4) (4) (16)
' The mitigation for this is the timely completion of _ _ _
agreed remedial actions, Unlikely Major Medium
2 4 (8)
4 Background and Full details of the Report

4.1  West Somerset DC engage the South West Audit Partnership (SWAP) to carry out
internal audit functions; checking the adequacy of controls and procedures across the
whole range of Council services.

4.2  Atthe start of each financial year an audit plan is agreed between SWAP and the Council

which identifies the areas of highest potential organisational and operational risk within
the Council.
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4.3

4.4

4.5

4.6

4.7

4.8

4.9

5.1

6.1

When an audit takes place a report is provided to the service manager concerned which
gives an audit conclusion and opinion.

Any control or procedural weaknesses are identified within an action plan appended to
the audit report.

All findings will be allocated one of 5 priority ratings. With priority 5 carrying the most
significant risk to the service (not necessarily to the wider Council) and priority 1 the least
significant risk.

The definitions used are provided below:

Priority 5: Findings that are fundamental to the integrity of the unit's business processes
and require the immediate attention of management.

Priority 4: Important findings that need to be resolved by management.

Priority 3: The accuracy of records is at risk and requires attention.

Priority 2: Minor control issues have been identified which nevertheless need to be
addressed.

Priority 1: Administrative errors identified that should be corrected. Simple, no-cost
measures would serve to enhance an existing control.

Each finding within the action plan contains a target implementation date which has been
agreed between SWAP and the service manager concerned.

All priority 4 and 5 recommendations are captured in a register to ensure progress
against the recommendations can be tracked and progress reported to JMT and the
Audit/Corporate Governance Committees at Taunton Deane and West Somerset
Councils.

This report highlights the Priority 4 and 5 audit actions affecting West Somerset District
Council, where the agreed remedial action is overdue. On this occasion there are 6
priority 4 actions which are overdue but zero overdue priority 5 recommendations
for West Somerset District Council.

A summary of the overdue actions is provided in Appendix A.

Links to Corporate Aims / Priorities

There are no direct links to corporate aims/priorities although good governance and
robust controls and processes underpin good performance.

Finance / Resource Implications

Unmitigated risks identified by SWAP could expose the Council to unanticipated claims,
expenditure or exposure to fraud.
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7.1

8.1

9.1

10

10.1

11

111

12

12.1

13

131

14

14.1

15

151

Legal Implications

There are no direct legal implications within this report although unmitigated risks could
expose the Council to unanticipated claims.

Environmental Impact Implications

There are no direct environmental impact implications associated with this report.

Safeguarding and/or Community Safety Implications

There are no safeguarding implications associated with this report. There are Community
safety implications in relation to public safety risks associated with tree surveys.

Equality and Diversity Implications

There are no equality and diversity implications associated with this report.

Social Value Implications

There are no Social Value implications associated with this report.
Partnership Implications

The majority of Council services are delivered through shared services arrangements
with Taunton Deane Borough Council.

Health and Wellbeing Implications

There are no direct health and wellbeing implications associated with this report.

Asset Management Implications

There are asset management implications associated with this report.

Consultation Implications

There are no Consultation implications associated with this report.
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Democratic Path:

Audit Committee - Yes

Corporate Scrutiny — No

Cabinet — No

Full Council — No

Reporting Frequency:  Twice yearly

List of Appendices (delete if not applicable)

Appendix A |Summary of overdue priority 4 and 5 SWAP audit
recommendations

Contact Officers

Name Richard Doyle
Direct Dial |{01823 218743

Email r.doyle@tauntondeane.gov.uk
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