AGENDA FOR

AUDIT COMMITTEE

Contact: Andrea Tomlinson

Direct Line: 0161 253 5399

E-mail: a.j.tomlinson@bury.gov.uk
Web Site: www.bury.gov.uk

To: All Members of Audit Committee
Councillors : A Arif, D Berry, D Duncalfe, E FitzGerald,
| Gartside, M Hayes, N Jones, E Moss and M Whitby
(Chair)

Dear Member/Colleague

Audit Committee

You are invited to attend a meeting of the Audit Committee which will be
held as follows:-

Date: Wednesday, 12 October 2022
Place: Town Hall
Time: 7.00 pm

If Opposition Members and Co-opted Members require
o briefing on any particular item on the Agenda, the
Facilities: appropriate Director/Senior Officer originating the related
report should be contacted.

Briefing

Notes:




10

11

12

AGENDA

APOLOGIES FOR ABSENCE

DECLARATIONS OF INTEREST

Members of the Audit Committee are asked to consider whether they have an
interest in any of the matters on the agenda and, if so, to formally declare that
interest.

MINUTES OF THE LAST MEETING (Pages 5 - 12)

The Minutes of the last meeting of the Audit Committee held on 25 July 2022 are
attached.

MATTERS ARISING

EXTERNAL AUDIT PROGRESS REPORT (Pages 13 - 28)

The External Audit Progress report from Bury’s External Auditors Mazars is attached.
PUBLIC SECTOR AUDIT APPOINTMENTS (Pages 29 - 34)

A report from the Section 151 Officer is attached

RISK REGISTER (Pages 35 - 66)

Report attached.

PROCUREMENT STRATEGY (Pages 67 - 78)

A report from the Section 151 Officer is attached
The Procurement Strategy is attached.

CONTRACT PROCEDURE RULES
ltem to be deferred.

COMPLIANCE WITH THE CIPFA FINANCIAL MANAGEMENT CODE
(Pages 79 - 140)

A report from the Section 151 Officer is attached.

Appendix A attached.
Appendix B attached.

URGENT BUSINESS
EXCLUSION OF PRESS AND PUBLIC

To consider passing the appropriate resolution under Section 100(A)(4) of the Local
Government Act 1972 that the press and public be excluded from the meeting during
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consideration of the following items of business since they involve the likely

disclosure of the exempt information stated.
INTERNAL AUDIT PROGRESS REPORT UPDATE (Pages 141 - 170)

A report from the Section 151 Officer is attached.

Appendix A attached
Appendix B attached

INTERNAL AUDIT REPORTS ISSUED SINCE THE LAST COMMITTEE
(Pages 171 - 226)

A report from the S.151 Officer is attached

Appendix 1 Attached
Appendix 2 Attached
Appendix 3 Attached

INTERNAL AUDIT SPECIAL INVESTIGATIONS (Pages 227 - 348)

A report from the Section 151 Officer is attached.

Appendix 1 attached
Appendix 2 attached
Appendix 3 attached
Appendix 4 attached
Appendix 5 attached
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Page 5 Agenda Item 3

Minutes of: AUDIT COMMITTEE
Date of Meeting: 25 July 2022

Present: Councillor M Whitby (in the Chair)
Councillors A Arif, D Berry, D Duncalfe, E FitzGerald,
| Gartside, M Hayes, N Jones and E Moss

Also in attendance: Marcus Connor Information Governance Manger & Data Protection
Officer

Adrian Crook, Director, Adult Social Services and Community
Commissioning.

Sam Evans, Executive Director of Finance, S151 Officer
Jacqui Dennis, Director of Law and Demaocratic Services
Roger Frith, Strategic Asset Manager

James Hopwood, Chief Accountant

Crispian Logue, Head of Service (Strategic Planning and Economic
Development)

Karen Murray, Partner, Mazars

Nicky Parker, Director of Transformation

Janet Spelzini, Acting Head of Audit

Jackie Veal, Head of Wellness

Dawn Watson, Audit Manager, Mazars

Public Attendance: No members of the public were present at the meeting.

Apologies for Absence: L RidsdaleThere were no apologies for absence

AU

AU.2

AU.3

AU 4

DECLARATIONS OF INTEREST

Councillor Jones declared a personal interest in any item relating to Six Town Housing as he is
a Council Member of the Six Town Housing Board and also sits on the Six Town Housing
Audit Committee.

MINUTES OF THE LAST MEETING
It was agreed:

That the Minutes of the last meeting held on 15 March 2022 be approved as a correct record
and signed by the Chair.

MATTERS ARISING
There were no matters arising.
INFORMATION GOVERNANCE

Marcus Connor, Information Governance Manager & Data Protection Officer presented a
report giving an update on the work that had been carried out in relation to GDPR since the
last meeting of the Audit Committee.
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Marcus explained that the focus of the update was the Council’s progress against the 79
recommendations from the Information Commissioner’s Office (ICO) visit in 2021. The report
highlighted that the majority of actions will be delivered by the end of Quarter 4, 2021/22.
Shortly after the last Audit Committee, the Information Commissioner’s Office confirmed the
date of their desk-top revisit to Bury Council, which took place 11-14 April 2022.

The ICO were positive about the progress made, with 57 recommendations completed and 22
in progress and have not stated any further plans to return to Bury.

To complement the Information Commission’s revisit, Internal Audit reviewed progress against
the issues it identified prior to the ICO audit in 2021. The initial recommendations from Internal

Audit where very similar to those made by the ICO, therefore, their follow-up audit has similarly
found the majority of actions are either complete or in progress.

This now enables the Council to focus Information Governance activity on a ‘business as
usual’ approach, including embedding Information Governance in all Council services,
ensuring training compliance levels are maintained, and learning from and reducing the
number of data breaches.

A copy of the Information Commissioner’s Office report is attached for information.

Members of the Audit Committee were given the opportunity to ask questions and the
following points were raised:-

e Councillor Gartside referred to the use of pen drives across the Council and what work
was being done around this.

Marcus reported that the use of pen drives was not common practice but the training did
include this issue within it.

e Councillor Gartside asked whether there had been any data breaches that had gone
outside he Council.

Marcus explained that there had been breaches that had gone outside the Council but there
were processes in place to respond.

All figures relating to breaches were reported to the Executive Team for monitoring.
e Councillor Jones referred spam emails and testing around this. He asked whether any
testing had been carried out to see whether colleagues knew what to do if they

received a spam email.

Marcus explained that this type of exercise hadn’t been undertaken but it was something that
could be carried out in the future.

e |t was asked whether 20 minutes of inactivity before a laptop auto-locked was too long
and whether this should be reduced to a lesser time period.

The 20 minute time period was deemed to be suitable and it was explained that it was hoped
that locking the computer when not using it or away would become normal practice.

e Councillor Arif asked whether the Council had a policy in relation to data breaches.
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Audit Committee, 25 July 2022

It was explained that all of the policies relating to GDRP including data breaches were
available on the Council Intranet. The policies had been reviewed in March 2022 and would be
reviewed within the next 2 years.

Delegated decision:
1. That the excellent progress made to date be noted

2. That all involved be thanked for their hard work and effort in relation to the progress
made and going forward.

DRAFT STATEMENT OF ACCOUNTS

Sam Evans presented a report introducing the unaudited Statement of Accounts for the
2021/22 financial year.

The report highlights the overall financial position for the year. It was explained that whilst
there is no longer a requirement to present the unaudited accounts to Members before the
external audit process commences, the Council has continued this practice as it gives
Members early notification of the financial outcome of the previous financial year and is
considered to be good practice.

The unaudited 2021/22 Statement of Accounts will be completed by 31 July 2022, in
accordance with the specified timetable set out in the Accounts and Audit (Amendment)
Regulations 2021. However, there will be an update between the statement of accounts
presented in this report showing progress as at 15 July 2022 and the unaudited 21/22
Statement of Accounts which will be published on 31 July 2022.

A list of areas still being worked was set out in paragraph 7.1.4

It was explained that there is a requirement to obtain certification of the draft accounts by the
responsible financial officer, for the Council this is the Executive Director of Finance.
Certification of the audited Statement of Accounts will be required from the Executive Director
of Finance and the Chair of the Audit Committee.

The accounts will be available for public scrutiny from 2 August to 13 September 2022. This
will be advertised on the Council’'s website. The unaudited accounts will be placed on the
Council's website on 29 July 2022 in line with the Government’s policy of increased
transparency in the public sector.

Members of the Audit Committee were given the opportunity to ask questions and make
comments and the following points were raised:

e Councillor Gartside referred to the grant monies being set out within the reserves
column of the document and asked why it was set out there and not within each
departmental revenue budgets.

It was explained that as these were ringfenced they had to be in a specific location within the
statement.

e Councillor FitzGerald referred to the £10m financial buffer in the Housing Revenue
Account and the fact that the year end view could change from when produced.

Sam Evans explained that there is a reserve buffer of 5 — 10%.
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AU.6

AU.7

AU.8

e Councillor Hayes made reference to the issue around the major valuation of assets and
asked if there may be a danger that the external auditors don’t approve the accounts.

Karen Murray from Mazars explained that this referred to the roads infrastructure valuations
and was a national issue. CIPFA were carrying out a piece of work to address the issues.
They had undertaken a consultation that had ended in July. Karen reported that she would
keep members updated.

Delegated decision:
That the Draft Statement of Accounts be noted.

ANNUAL GOVERNANCE STATEMENT AND HEAD OF AUDIT OPINION

Sam Evans presented a report introducing the draft 2021/22 Annual Governance Statement
(AGS), which has been produced following completion of the annual review of the Council’s
governance arrangements and systems of internal control. The processes followed to produce
the AGS were outlined in the report.

It was explained that the report had been sent to all Executive Directors for their input, the
report would be reviewed, and further information would be added post audit. The report
would be brought back to the Audit Committee following this.

Jacqui Dennis explained that the governance changes in relation to the new Integrated
Commissioning Board were key pieces of work that were in the process of being worked on,
The Cabinet received quarterly updates which were linked to the corporate plan.

Delegated decision:
That the contents of the Draft Annual Governance Statement (AGS) 2021/22 be noted.
COMPLIANCE WITH THE CIFPA FINANCIAL MANAGEMENT CODE

It was reported that the report would be deferred to the next meeting of the Audit Committee
being held on 12 October 2022.

RISK REGISTER

Sam Evans, Executive Director of Finance presented a report providing an update position
with regards to the risks identified and assessed on the Council’'s Corporate Risk Register
which was appended to the report.

A total of 22 risks have been identified as those of a genuine corporate nature and are
summarised as follows:

e 22 risks are currently present on the Corporate Risk Register

¢ 16 risks are currently rated as Significant (risk score 15-25)

e 4 risks are currently rated as High (risk score 8-12)

¢ 2 risks are currently rated as Moderate (risk score 4-6).

Of these 22 risks: 3 have increased in score, 6 have decreased in score, 9 have remained
static, 4 have been newly introduced.

Members of the Audit Committee were asked to consider the risks within the report and
choose two to carry out a ‘deep-dive’ on.
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Delegated decisions:
1. That the Audit Committee notes the update provided.

2. That the following Risks be considered in more detail at the next meeting of the Audit
Committee in October:

CR5 - Increasing Demand Pressures
CR11 — Asset Management (Operational Health and Safety)

EXTERNAL AUDIT PROGRESS REPORT

Karen Murray, Partner at Mazars presented a report providing the Audit Committee with an
update on progress in delivering their responsibilities as Bury’s external auditors. It also
included, at Section 2, a summary of recent national reports and publications for the
Committee’s information.

Karen explained that the 2020/21 audit of the financial statements had been completed and
the unqualified audit opinion signed on 14 January 2022.

Mazars final audit completion letter which was issued at the conclusion of the audit updated
the Audit Committee on the items listed as outstanding in the Audit Completion Report and
had been presented to the Committee at the previous Audit Committee meeting. There were
no new matters arising to bring to the Committee’s attention.

Mazars had completed their work on the Council’s value for money arrangements in March
2022. The work identified significant weaknesses in the Council’s arrangements within
Governance and Economy, Efficiency and Effectiveness arrangements. These related to the
Ofsted inspection of children's services and internal control deficiencies identified by Internal
Audit and the ICO.

Mazars included their commentary on the Council’s arrangements in their Auditor’'s Annual
Report, which was presented to the March 2022 meeting of the Audit Committee.

Initial planning work and early substantive testing in relation to the 2021/22 audit had been
completed during March 22. The Audit Strategy Memorandum had been presented to the
Audit Committee at its meeting in March.

It was explained that the Council draft Accounts and Annual Governance Statement would be
received by Mazars at the end of July in line with the timetable agrees with officers. Fieldwork
will commence on 22 August and is due to continue until mid-October 22.

Subject to the resolution of a national technical issue in respect of accounting for infrastructure
assets, findings will be reported to the Audit Committee at its meeting in October 22.

Delegated decision:

That the contents of the report be accepted.
INTERNAL AUDIT ANNUAL YEAR END UPDATE 2021/2022

Janet Spelzini presented a report summarising the results of internal audit work during
2021/22 and giving an overall opinion of the Authority’s control environment as required by the
Accounts and Audit Regulations 2015.
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AU.11

AU.12

AU.13

AU.14

It was reported that based upon the results of audit work undertaken during the year the
opinion is that the Authority’s control environment provides moderate assurance that the
significant risks facing the Authority are addressed.

Delegated decision:
That the contents of the report be noted.

INTERNAL AUDIT PLAN 2022/2023

The Acting Head of Internal Audit presented a report setting out the context of the Internal
Audit Service explaining the approach to the compilation of the 2022/23 internal audit annual
plan. The annual plan was incorporated at Annex 1 to the report.

Delegated decision:
1. That the contents of the report be noted
2. That the annual audit plan for 2022/23 be approved.
EXCLUSION OF PRESS AND PUBLIC
Delegated decision:
That in accordance with Section 100(A)(4) of the Local Government Act 1972, the press and
public be excluded from the meeting during consideration of the following items of business

since they involved the likely disclosure of exempt information, relating to any action taken, or
to be taken in connection with the prevention, investigation and prosecution of crime.

INTERNAL AUDIT REPORTS ISSUED SINCE LAST AUDIT COMMITTEE

A report of the S.151 Officer was presented setting out the Internal Audit reports that had been
produced since the last meeting of the Audit Committee.

Nicky Parker, Director of Transformation and Jacqui Veal attended the meeting to update and
provide assurance to Members following the internal audit review of the Leisure Centre
Income.

Adrian Crook, Director of Community Commissioning attended the meeting to update and
provide assurance to Members following the internal audit review of Choices for Living Well
(Killelea) Petty Cash.

Crispian Logue, Head of Service (Strategic Planning and Economic Development) and Roger
Frith, strategic Asset Manager attended the meeting to update and provide assurance to
Members following the internal audit review of Estates Property Management.

Delegated decision:

That the contents of the report be noted.

INTERNAL AUDIT INVESTIGATIONS TO BRING TO THE COMMITTEE'S
ATTENTION
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Janet Spelzini, Acting Head of Internal Audit presented a report updating members in relation
to Internal Audit Special Investigations reports which have been undertaken to examine
significant issues / whistleblowing allegations, raised with the S151 officer.

Delegated decision:

That the contents of the report be noted.

COUNCILLOR M WHITBY
Chair

(Note: The meeting started at 7.00 pm and ended at 10.00 pm)
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Audit Progress



Audit progress

Purpose of this report

This report provides the Audit Committee with an update on progress in delivering our responsibilities as your external auditors. It also includes, at Section 2, a summary of recent national reports and
publications for your information..

9T abed

2020/21 audit

Our one remaining responsibility in respect of the 2020/21 financial year is a review of the Council’s whole of government accounts (WGA) return. The National Audit Office (NAO) has now issued its group
instructions, which determines the testing we are required to undertake on the Council's WGA return. We are currently waiting on confirmation of sample audits to be tested. Once the NAO has confirmed
this, we will liaise with officers to complete any work we are required to do. Following this, we will issue our Audit Certificate to formally close the 2020/21 audit.

2021/22 audit

During March 2022, we completed our initial planning work and early substantive testing for the 2021/22 audit. Following this, we presented our Audit Strategy Memorandum to the March Audit Committee
meeting, setting out the audit risks we had identified in respect of the 2021/22 financial statements. There has been no change to our risk assessment since issuing our Audit Strategy Memorandum.

We received the Authority’s draft accounts and annual governance statement in July 2022, in line with the timetable agreed with Officers and the national timetable. Our fieldwork commenced on 22 August
2022, and is due to continue until early November. We expect to report our findings from our audit a future Audit Committee meeting. However, this is subject to the resolution of a national technical issue in
respect of accounting for infrastructure assets. Further information on this issue is included on page 8 of this report.

We plan to complete and report our Value for Money arrangements work within three months of the date of our audit opinion on the financial statements (in line with National Audit Office (NAO) guidance).

mazars 4
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National publications
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Chartered Institute of Public Finance and Accountability (CIPFA)

1 CIPFA LASAAC issues urgent consultation on Code of The CIPFA LASAAC Local Authority Code Board has released temporary proposals to update the Code of Practice on Local Authority
Practice — Infrastructure Assets Accounting in the United Kingdom for infrastructure assets.
Following its emergency consultation on proposals for changing the Code of Practice on Local Authority Accounting in the United
z SIpeElise SEIEETCh S CRRTE] CF HRS o loeee Kingdom, CIPFA LASAAC issued its preliminary decision and feedback statement.
3 Local Authority Controlled Companies: a good practice guide A good practice guide due to be published in May 2022; highlighted for potential interest to Committee Members, noting the full guide
needs to be purchased.
4 CIPFAILASAAC Code Of Practice On Local Authority Code of Practice for 2022/23 financial statements

Accounting In The United Kingdom 2022/23
Department for Levelling Up, Housing and Communities

A new regulator, the Audit Reporting and Governance Authority (ARGA), to be established as the system leader for local audit within a

5 Creation of the Audit Reporting and Governance Authority new, simplified local audit framework

6 Guidance on flexible use of capital receipts Updated guidance on the type of projects that qualify for the capital receipts flexibility programme 2022-2025

mazars 6



National publications

. Publication/update

National Audit Office (NAO)

7 Audit and Assurance Committee effectiveness tool NAOQ’s effectiveness tool provides a way for ARACs to assess their effectiveness
8 Improving government data: A guide for senior leaders A good practice insight guide for senior leadership

Public Sector Audit Appointments Ltd

This covers the work of local auditors appointed by PSAA for the 2019/20 financial year. The report provides information from PSAA’s
quality monitoring arrangements throughout the year, survey results and findings from professional regulation and contractual

9 Annual Quality Monitoring Report compliance.
The report details how the Financial Reporting Council reviewed four Mazars financial statements audits and all were assessed as
meeting the required standard.

10 Consultation on 2022/23 scale of audit fees Consultation document

mazars 7



NATIONAL PUBLICATIONS
CIPFA

1. CIPFA LASAAC issues urgent consultation on Code of Practice — Infrastructure Assets — May 2022

The issue of accounting for infrastructure assets is a technical accounting one, and arises principally because of information availability relating to these assets.

Accounting for infrastructure in local government has not historically been considered to be an area of significant audit risk, due to the inalienable nature of the assets and the use of a historical cost basis of
accounting. However, concerns have been raised that some authorities are not applying component accounting requirements appropriately. The issue raised is in relation to the derecognition (removal of the
carrying amount) of parts of infrastructure assets when replacement expenditure is undertaken. There are also related issues for the reporting of gross historical cost and accumulated depreciation.
Infrastructure assets are one of the few categories of property, plant and equipment assets measured at historical cost rather than at ‘current value’. The valuation process for these assets was deemed to be
too costly and, therefore, infrastructure assets are held in local authority balance sheets at depreciated historical cost.

Normal custom and practice for (highways) infrastructure assets is that derecognition does not affect asset balances because the assets are expected to have been fully used up before the replacement
expenditure takes place; this does require that assets are properly depreciated in line with the requirements of the Accounting Code. This issue arises in part because of limitations on historical information

relating to when the assets were first recorded on balance sheets in the early 1990s, and where there have been transfers of assets because of local authority reorganisations. It is also extremely difficult to
clearly identify the parts of the assets which are being replaced.

The CIPFA LASAAC Local Authority Code Board has released temporary proposals to update the Code of Practice on Local Authority Accounting in the United Kingdom for infrastructure assets. An urgent
consultation on these proposals closed on 14 June 2022.

The temporary proposals address the above issue regarding the derecognition of parts of local authority infrastructure assets as they are replaced. CIPFA LASAAC and CIPFA established a Task and Finish
Group to find a solution to this issue and consider the outcome of any proposed changes to the code. Following advice from the Task and Finish Group, CIPFA LASAAC has now issued temporary proposals
for changes to the code relating to how these issues are reported. They include:

« confirming the accounting consequences of derecognition, e.g. that the effect on the carrying amount is nil (on a presumption that the replaced parts are fully depreciated);

» temporarily adapting the code to remove the reporting requirements for gross historical cost and accumulated depreciation

» providing extra guidance on how depreciation may be applied for infrastructure assets

* CIPFA LASAAC will consult on a longer-term solution later in the year.

https://www.cipfa.org/policy-and-guidance/urgent-task-and-finish-group-local-authority-infrastructure-assets

0z abed
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NATIONAL PUBLICATIONS
CIPFA

2. Updated statement on the deferral of IFRS 16 leases — April 2022

Following its emergency consultation on exploratory proposals for changing the Code of Practice on Local Authority Accounting in the United Kingdom, CIPFA LASAAC issued its preliminary decision and
feedback statement. This preliminary decision was subsequently considered by the government's Financial Reporting Advisory Board (FRAB). FRAB advised CIPFA LASAAC that it agreed with the deferral of
IFRS 16 Leases until 1 April 2024. FRAB also advised CIPFA LASAAC that the Code had to allow and should encourage local authorities to adopt the standard before this date should they wish to.

CIPFA LASAAC has therefore followed its preliminary decision with its formal decision: to defer the implementation of IFRS 16 until 1 April 2024 (and therefore in the 2024/25 Code). However, both the
2022/23 and the 2023/24 Codes will allow for adoption as of 1 April 2022 or 2023. CIPFA LASAAC would note that the 2022/23 Code has not yet completed its due process so local authorities should follow
the CIPFA LASAAC pages of the website for further updates. Formal due process for the Code by LASAAC and by CIPFA's Public Financial Management Board is anticipated to be complete by the third
week in April.

https://www.cipfa.org/about-cipfa/press-office/latest-press-releases/updated-statement-on-the-deferral-of-ifrs-16-leases

3. CIPFA Local Authority Controlled Companies: a good practice guide, May 2022
In recent years, the potential risk associated with local authority trading companies and joint ventures has increased. Nothing is risk free, but it is important to learn lessons from others and access support.

This guide aims to assist local authorities by setting out and highlighting existing best practice. It focuses on identifying organisational goals, the process to find the right option to achieve that goal and how to
structure the organisation for success.

https://www.cipfa.org/policy-and-guidance/publications/l/local-authority-owned-companies-a-good-practice-guide

Bed

XA
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NATIONAL PUBLICATIONS
CIPFA
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4. CIPFA/LASAAC Code Of Practice On Local Authority Accounting In The United Kingdom 2022/23, July 2022

Local authorities in the UK are required to keep their accounts in accordance with ‘proper (accounting) practices'. Public sector organisations responsible for locally delivered services are required by
legislation to comply with the terms of the Code of Practice on Local Authority Accounting in the United Kingdom (the Code). This 2022/23 edition of the Code has been developed by CIPFA/LASAAC and has
effect for financial years commencing on or after 1 April 2022.

The Code specifies the principles and practices of accounting required to prepare financial statements which give a true and fair view of the financial position and transactions of a local authority. The Code
applies to local government organisations across the UK including local authorities, police bodies, fire services and other local public service bodies.

This edition of the Code introduces a number of important amendments relating both to context and an understanding of requirements. Changes include:
+ clarifying and expanding the applicability of the Code to Welsh authorities and bodies including corporate joint committees
+ amendments to clarify the treatment of social benefits

« provisions which allow local authorities to account for leases in accordance with IAS 17, while also offering the option for local authorities to choose to adopt IFRS 16 on a voluntary basis. Where the latter
option is taken, service concession arrangement liabilities must also be measured in accordance with the measurement requirements of IFRS 16.

The Code sets out the relevant requirements on local authority accounting including material developed as a result of an exceptional consultation which explored options which might help alleviate pressures
on the timetable for publication and audit of local authority financial statements. However, preparers should be aware that further consultation has been undertaken in relation to accounting for infrastructure
assets, and this may result in amendments and updates being made to this edition of the Code and potentially other earlier editions of the Code.

https://www.cipfa.org/policy-and-guidance/publications/c/code-of-practice-on-local-authority-accounting-in-the-united-kingdom-202223-online
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NATIONAL PUBLICATIONS
Department for Levelling Up, Housing and Communities

ez abed

5. Creation of the Audit Reporting and Governance Authority — May 2022
Plans to ensure councils and local bodies are delivering value for money for taxpayers, strengthening council finances and reducing risk to public funds have been published by the government.

The government consultation response confirms plans to establish a new regulator, the Audit Reporting and Governance Authority (ARGA), as the system leader for local audit within a new, simplified local
audit framework.

Ahead of ARGA’s establishment, a shadow system leader arrangement will start at the Financial Reporting Council (FRC) from September 2022. This will be led by Neil Harris, who joins as the FRC'’s first
Director of Local Audit to start up a dedicated local audit unit.

The Department for Levelling Up, Housing and Communities has been acting as interim system leader since July 2021, when it established and took the chair of the Liaison Committee of senior local audit
stakeholders.

Work has already begun to address the challenges facing local audit with the government announcing a series of measures to improve local audit delays in December 2021.

The consultation response also announces plans to make audit committees compulsory for all councils, with each audit committee required to include at least one independent member. This will create
greater transparency and consistency across local bodies.

The announcement comes as government today set out its wider plans to revamp the UK’s corporate reporting and audit regime through a new regulator, greater accountability for big business and by
addressing the dominance of the Big Four audit firms.

The government continues to work closely with stakeholders, including local bodies and audit firms, to refine proposals for implementing our commitments around system leadership, as well the range of other
commitments we have made in response to the Redmond Review.

https://www.gov.uk/government/news/greater-transparency-and-value-for-money-for-council-finance-system
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NATIONAL PUBLICATIONS
Department for Levelling Up, Housing and Communities
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6. Guidance on flexible use of capital receipts, August 2022

This is an updated direction and statutory guidance to extend the freedom for local authorities to use eligible capital receipts to fund the revenue costs of projects that deliver ongoing savings or improved
efficiency. This direction revokes and replaces the direction of the same name issued on 4 April 2022.

Capital receipts are the money councils receive from asset sales, the use of which is normally restricted to funding other capital expenditure or paying off debt. The receipts cannot usually be used to fund
revenue costs. The direction introduces a new restriction that authorities may not use the flexibility to fund discretionary redundancy payments, i.e. those not necessarily incurred under statute. This does not
affect other types of severance payments and, to be clear, does not restrict, including pension strain costs, which may still be qualifying expenditure.

The direction allows authorities to use the proceeds from asset sales to fund the revenue costs of projects that will reduce costs, increase revenue or support a more efficient provision of services. This is an
extension of the flexibility that has been in place since 2016, and will allow this freedom to continue to 2024/25 to help authorities plan for the long-term.

This direction clarifies that the capital receipts obtained must be disposals by the local authority outside the “group” structure.

As introduced in the direction issued on 4 April 2022, this direction includes the requirement to submit the planned use of the flexibility in advance of use for each financial year. This condition can be met by
sending the authority’s own strategy documents provided they contain the detail asked for in the direction. This is not an approval process, the information must be sent to ensure transparency and allow
proper monitoring by central government.

https://www.gov.uk/government/publications/final-guidance-on-flexible-use-of-capital-receipts
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7. Audit and Risk Assurance Committee effectiveness tool — May 2022

Audit and Risk Assurance Committees (ARACS) play a crucial role in supporting the effective governance of central government departments, their agencies and arm’s-length bodies.

Gz abed

ARACSs are operating in a highly challenging context. Government organisations are managing many short- and long-term risks and are required to be resilient to a number of pressures. This has created an
environment where ARACs need to be dynamic and responsive to the changing risk profiles and demands of their organisations. ARACs can see this as an opportunity to work out how they can most

proactively work with the Board and accounting officer.

Against this background, NAQO'’s effectiveness tool provides a way for ARACs to assess their effectiveness against more than just the basic requirements. It provides aspects of good practice to give ARACs
greater confidence and the opportunity to meet the requirements of their role.

The effectiveness tool is a comprehensive way for ARACs in central government to assess their effectiveness on a regular basis.

https://www.nao.org.uk/report/audit-and-risk-assurance-committee-effectiveness-tool/

8. Improving government data: A guide for senior leaders, July 2022

This guide is for senior leaders responsible for delivering government services. The NAO’s aim is to encourage decision-makers to realise the benefits of better use of data by helping them understand in more
detail the core issues to be addressed which have held back progress in the past.

The guide focuses on data to support the operational delivery of public services, but the NAO intends that much of their guide will also be relevant to data for decision-making and to improve performance.

The guide discusses overcoming barriers in data sharing, data quality, data standards, resourcing, access to raw data and APIs (application programming interfaces), creating cross-government data sets for
multiple users, data analytics.

Improving government data: A guide for senior leaders - National Audit Office (NAQ) insight
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9. Annual Quality Monitoring Report — April 2022

This covers the work of local auditors appointed by PSAA for the 2019/20 financial year, which was undertaken during a difficult time for all concerned. The systemic issues that were highlighted in Sir Tony
Redmond’s Review continued and were compounded by the pandemic.

In September 2020 Sir Tony Redmond’s review of local authority financial reporting and external audit was published. The report highlighted the significant challenges and turbulence within the new system of
local audit, emphasising that at present local government audit is under-resourced, undervalued and is not having impact in the right areas. The report made a number of recommendations in relation to
external audit regulation, smaller authorities’ audit regulation, the financial resilience of local authorities and the transparency of financial reporting.

In December 2020 the Ministry of Housing, Communities and Local Government (MHCLG) delivered its initial response to the Redmond Review setting out proposed actions to implement the majority of the
recommendations made in the report. This was followed by a further announcement in May 2021 which proposed that the Audit, Reporting and Governance Authority (ARGA) would carry out the hugely
important role of the local audit systems leader. ARGA is the new regulator being established to replace the FRC and will contain a dedicated local audit unit which will play a key leadership and coordination
role in the local audit framework. MHCLG consulted in Summer 2021 on how the new arrangements would function.

The next year is likely to continue to be very challenging for all involved in local audit, but DLUHC (formerly MHCLG) will take forward and refine its proposals in its role as interim systems leader until ARGA is
created, and the FRC will create a local audit unit in shadow form.

The problems that Sir Tony Redmond reported on continue to impact significantly on the timely completion of local government audits. Only 45% of audit opinions were completed by the publishing date of 30
November 2020, compared with 58% in the previous year. This has now fallen even further with only 9% for 2020/21 audits of financial statement opinions completed (noting the reversion to a 30 September
publishing date). Delayed audit opinions have a real public-facing impact, undermining the ability of local bodies to account effectively for their stewardship of public money to taxpayers. It is imperative that
the whole system works together to restore timely completion of audits in order to rebuild public confidence and trust, especially as the lack of a statutory deadline for the audit opinion means that co-operation
is essential to make the system work as the public has the right to expect it to.

https://www.psaa.co.uk/managing-audit-quality/annual-audit-quality-reports-from-2018-19/annual-reports/audit-quality-monitoring-report-2019-20/
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10. Consultation on 2022/23 scale of audit fees, August 2022

PSAA is consulting on the fee scale for 2022/23 audits. This is the final fee scale under PSAA’s current audit contracts, which cover audits of the financial statements of opted-in bodies for the five-year period
2018/19 to 2022/23. Audit work under the proposed 2022/23 fee scale will largely be undertaken from autumn 2023 onwards.

This fee scale consultation is separate from the procurement exercise PSAA is currently undertaking for audit contracts that will apply for the next five years, for audits from 2023/24. Audit work under the new
contracts will take place from 2024 onwards. Any audit fee implications arising from the results of the procurement will be covered by our consultation on the 2023/24 fee scale in twelve months’ time.

Consultees will be aware that auditors and auditing have been subject to very high levels of scrutiny in recent times following a number of widely reported financial failures in the private sector. These changes
have resulted in significant tensions and pressures in the wider audit market and profession and have led to a series of government-commissioned reviews of audit and audit regulation. The Department for
Levelling Up Housing and Communities (DLUHC) has announced a range of measures to be implemented to address the issues identified in the local audit framework specifically. These include a new
system leader role to be discharged by a new regulator, the Audit Reporting and Governance Authority (ARGA) when it is established under future legislation.

This consultation on the 2022/23 fee scale is taking place in the context of these pressures and changes. The consultation explains how PSAA proposes to calculate the audit fees which will make up the
2022/23 fee scale, managing the impact of three key elements:

» fee variations approved in relation to 2019/20 and 2020/21 audit work which relate to recurrent audit work that is needed in subsequent audit years;
» changes in local audit requirements; and

» the impact of changes in inflation.

The consultation will close on Friday 30 September 2022.

https://www.psaa.co.uk/appointing-auditors-and-fees/list-of-auditor-appointments-and-scale-fees/2022-23-auditor-appointments-and-audit-fee-scale/
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Contact

Mazars

Director: Karen Murray Audit Manager: Dawn Watson
Email: karen.murray@mazars.co.uk Email: dawn.watson@mazars.co.uk

Mazars is an internationally integrated partnership, specialising in audit, accountancy, advisory, tax
and legal services*. Operating in over 90 countries and territories around the world, we draw on the
expertise of 40,400 professionals — 24,400 in Mazars’ integrated partnership and 16,000 via the
Mazars North America Alliance — to assist clients of all sizes at every stage in their development.

*where permitted under applicable country laws.

WWwWWw.mazars.com
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Follow us:

LinkedIn:
www.linkedin.com/company/Mazars

Twitter:
www.twitter.com/MazarsGroup
Facebook:
www.facebook.com/MazarsGroup
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www.instagram.com/MazarsGroup
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Report to: | Audit committee Date: 12 October2022

Subject: External Audit procurement
Report of | Section 151 Officer

Summary

1. The current auditor appointment arrangements cover the period up to and including
the audit of the 2022/23 accounts. The Council, as with the vast majority of other
Council's, opted into the ‘appointing person’ national auditor appointment
arrangements which were established by Public Sector Audit Appointments (PSAA)
for the period covering the accounts for 2018/19 to 2022/23.

2. PSAA has undertaken a procurement exercise for the next period, covering audits for
the 2023/24 to 2027/28 financial years. They announced in a press release on the 3
of October 2022 that they have retained the services of three existing suppliers, Grant
Thornton, Mazars and Ernst & Young, welcomed former supplier KPMG back to the
market, and will be entering into contracts with two new suppliers, Bishop Fleming and
Azets Audit Services. Audit Committee and full Council approved in January 2022 to
be part of the national procurement exercise.

3. We have been advised from the PSAA that the level of fees have considerably
increased from the previous procurement and that an increase of fees is to be expected
in the region of 150% compared to 2022/23. Actual fees are dependent on the amount
of work required. We will keep the Committee informed as to the proposed fees and
the appointed auditors.

Recommendation(s)

4. That the Council note the firms awarded contracts under the national procurement
process and await the announcement of the appointed audit firm who will undertake
the audits for Bury Metropolitan Council for the period 2023/24 to 2027/28

Reasons for recommendation(s)

5. PSAA will consult with authorities on the appointment of auditors so that it can make
appointments by the statutory deadline of 31 December 2022.

Alternative options considered and rejected

6. There are no alternative options available.
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Report Author and Contact Details:

Name: Jo Knight

Position: Interim Innovation Lead
Department: Core - Finance
E-mail: j.knight@bury.gov.uk

Background

7.

10.

11.

12.

13.

Under the Local Government Audit & Accountability Act 2014 (“the Act”), the Council
is required to appoint an auditor to audit its accounts for each financial year. The
Council has three options:

a. To appoint its own auditor, which requires it to follow the procedure set out in
the Act

b. To act jointly with other authorities to procure an auditor following the
procedures in the Act

c. To opt-in to the national auditor appointment scheme administered by a body
designated by the Secretary of State as the ‘appointing person’. The body
currently designated for this role is Public Sector Audit Appointments Limited
(PSAA).

Audit Committee and Full Council approved in January 2022 to be part of the national
procurement.

The auditor appointed at the end of the procurement process will undertake the
statutory audit of accounts and Best Value assessment of the Council in each financial
year, in accordance with all relevant codes of practice and guidance. The appointed
auditor is also responsible for investigating questions raised by electors and has
powers and responsibilities in relation to Public Interest Reports and statutory
recommendations.

The auditor must act independently of the Council and the main purpose of the
procurement legislation is to ensure that the appointed auditor is sufficiently qualified
and independent.

The auditor must be registered to undertake local audits by the Financial Reporting
Council (FRC). They mustalso employ authorised Key Audit Partners to oversee the
work. As this report sets out, there is a currently a shortage of registered firms and Key
Audit Partners available to undertake this work.

Auditors are regulated by the FRC, which will be replaced by a new body with wider
powers, the Audit, Reporting and Governance Authority (ARGA) during the course of
the next audit contract period.

As a result of these oversight arrangements, Councils therefore have limited influence
over the scope of the audit services they are procuring, with the availability of firms
available limited to nine.



Page 31

The Invitation from the PSAA

14. PSAA is specified as the ‘appointing person’ for principal Local Government under the
provisions of the Act and the Local Audit (Appointing Person) Regulations 2015. PSAA
let five-year audit services contracts in 2017 for the first appointing period, covering
audits of the accounts from 2018/19 to 2022/23. PSAA has now completed the
procurement for audit services from the 2023/24 audit onwards. PSAA is a not-for-
profit organisation whose costs are around 4% of the scheme with any surplus
distributed back to scheme members.

15. In summary the national opt-in scheme provides the following:

a.

the appointment of a suitably qualified audit firm to conduct audits for each of
the five financial years commencing 1 April 2023;

appointing the same auditor to other opted-in bodies that are involved in formal
collaboration or joint working initiatives to the extent this is possible with other
constraints;

managing the procurement process to ensure both quality and price criteria are
satisfied. PSAA has sought views from the sector to help inform its detailed
procurement strategy;

ensuring suitable independence of the auditors from the bodies they audit and
managing any potential conflicts as they arise during the appointment period,;

minimising the scheme management costs and returning any surpluses to
scheme members;

consulting with authorites on auditor appointments, giving the
Council/Authority the opportunity to influence which auditor is appointed;

consulting with authorities on the scale of audit fees and ensuring these reflect
scale, complexity, and audit risk; and

ongoing contract and performance management of the contracts once these
have been let.

16. PSAA will enter into contracts with appropriately qualified audit firms and appoint a
suitable firm to be the Council’s/Authority’s auditor.

17. The prices submitted by bidders through the procurement will be the key determinant
of the value of audit fees paid by opted-in bodies. PSAA will:

a.

b.

seek to encourage realistic fee levels and to benefit from the economies of
scale associated with procuring on behalf of a significant number of bodies;

continue to pool scheme costs and charge fees to opted-in bodies in
accordance with the published fee scale as amended following consultations
with scheme members and other interested parties (pooling means that
everyone within the scheme will benefit from the prices secured via a
competitive procurement process — a key tenet of the national collective
scheme);

continue to minimise its own costs, around 4% of scheme costs, and as a not-
for-profit company will return any surplus funds to scheme members. In 2019 it
returned a total £3.5million to relevant bodies and in 2021 a further £5.6million
was returned.
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18. The scope of a local audit is fixed. It is determined by the Code of Audit Practice
(currently published by the National Audit Office)!, the format of the financial
statements (specified by the Chartered Institute of Public Finance and Accountancy
(CIPFA)/ The Local Authority (Scotland) Accounts Advisory Committee (LASAAC)),
and the application of auditing standards regulated by the FRC. These factors apply to
all local audits irrespective of whether an eligible body decides to opt into PSAA’'s
national scheme or chooses to make its own separate arrangements. The
requirements are mandatory; they shape the work auditors undertake and have a
bearing on the actual fees required.

Links with the Corporate Priorities:

Please summarise how this links to the Let’s Do It Strategy.

19. A strong financially sustainable Council is essential to the delivery of the
Let’s do it Strategy.

Equality Impact and Considerations:
Please provide an explanation of the outcome(s) of an initial or full EIA.

20.This proposal does not adversely affect equality.

21.Under section 149 of the Equality Act 2010, the ‘general duty’ on public
authorities is set out as follows: A public authority must, in the exercise of
its functions, have due regard to the need to -

a. Eliminate discrimination, harassment, victimisation and any other
conduct that is prohibited by or under this Act;

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

c. Fostergoodrelations between persons who share a relevant
protected characteristic and persons who do not share it. 16.

22.The public sectorequality duty (specific duty) requires us to consider how
we can positively contribute to the advancement of equality and good
relations and demonstrate that we are paying ‘due regard’ in our decision
making in the design of policies and in the delivery of services.

Environmental Impact and Considerations:
Please provide an explanation of the carbon impact of this decision.

23.The decision by cabinet from this report would have no carbon impact

! The Governments Spring statement proposes that overarching responsibility for Code willin due course transfer to the system
leader, namely ARGA, the new regulator being established to replace the FRC.
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Assessment and Mitigation of Risk:

Risk / opportunity

Mitigation

fails to appoint an auditor in accordance with the
requirements and timing specified in local audit
legislation

These risks are considered best mitigated by
opting into the sector-led approach through
PSAA.

does not achieve value for money in the
appointment process.

These risks are considered best mitigated by
opting into the sector-led approach through
PSAA.

Legal Implications:

24 .Section 7 of the Local Audit and Accountability Act 2014 requires a relevant Council
to appoint a local auditor to audit its accounts for a financial year not later than 31

December in the preceding year.

Financial Implications:

To be completed by the Council’s Section 151 Officer.

25. The depth of the external audit work to be undertaken has increased, requiring more
resources this is reflected in the proposed increase of fees. This increase will need to

be included in the current MTFS.

Background papers:

Please list any background documents to this report and include a hyperlink

where possible.

Please include a glossary of terms, abbreviations and acronyms used in

this report.

Term

Meaning
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Meeting date: 12th October 2022
Title of report: Risk Register
Report by: Sam Evans

Executive Director of Finance

Decision Type: Non Key

Ward(s) to which | All
report relates

Executive Summary:

Risk Managementis a key part of Bury Metropolitan Borough Council's Code of
Corporate Governance and underpins its system of internal control.

The Audit Committee are tasked with the responsibility of reviewing and
scrutinizing risks where the impact has the potential to disrupt achievement of
the Council’s priorities. This is achieved by regular review and their seeking
assurance that appropriate controls are implemented to manage these risks.

This report provides an updated position with regards to the risks identified and
assessed on the Council's Corporate Risk Register. These risks have been
considered by the Executive Team as those with the potential to disrupt the
Council’s strategic objectives and service delivery.

Following review by the Executive Team, the following is requested of the Audit
Committee:
e To incorporate risk reference CR10 EU Exit Impacts within the potential
impacts of risk reference CR1 Financial Sustainability; and,
e To incorporate risk reference CR22 Special School Roof within risk
reference CR16 Special Educational Needs and Disabilities.
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A total of 20 risks have been identified as those of a genuine corporate nature
and are summarised as follows:

20 risks are currently present on the Corporate Risk Register
14 risks are currently rated as Significant (risk score 15-25)
5 risks are currently rated as High (risk score 8-12)

0 risks are currently rated as Moderate (risk score 4-6)

1 risk is currently rated as Low (risk score 1-3)

Of these 20 risks:
o 3 haveincreased in score
o 4 have decreased in score
o 11 have remained static
o 2 have been newly introduced.

A total of 2 risks are proposed for closure.

Recommendation(s)

That:
The Audit Committee:

. Note the update provided;

) Approve the incorporation of risk CR10 EU Exit Impacts into risk CR1
Financial Sustainability;

. Approve the incorporation of risk CR22 Special School Roof within
risk reference CR16 Special Educational Needs and Disabilities;

. Receive the Corporate Risk Register at Appendix A;

. Review the Risk Matrix presented at Appendix B;

. Review, analyse and discuss the Deep Dive Reports at Appendix C;

. Determine whether the level of assurance provided against the risks
is sufficient; and,

. Select two further risks to receive a “"Deep Dive” review to be

presented at the next meeting of the Audit Committee.

Key Considerations
1. Background

The Corporate Risk Register was first presented to Audit Committee at the
November 2021 meeting, following agreement that the Executive Team would
produce a mechanism to manage the Council’s exposure to strategic risks. This
report provides an update on the work progressed to date and demonstrates
that efforts are ongoing to embed a culture of good risk management across the
Council.
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2. Key Considerations

The work progressed in the last quarter reflects progress toward providing the
Audit Committee with adequate assurance of dynamic corporate risk
management. The Corporate Risk Register represents a collation of risks
identified and assessed as significant risks to Bury Council.

The following heat maps reflects the current and target risk profile in respect to
those risks on the appended register:

Current Target
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Community impact / Contribution to the Bury 2030 Strategy

Ensuring compliance with Financial Procedures and Policies

Equality Impact and considerations:

24. Under section 149 of the Equality Act 2010, the ‘general duty’ on public
authorities is set out as follows:

A public authority must, in the exercise of its functions, have due regard to
the need to -

(a) eliminate discrimination, harassment, victimisation and any other
conduct that is prohibited by or under this Act;

(b) advance equality of opportunity between persons who share a relevant
protected characteristic and persons who do not share it;

(c) foster good relations between persons who share a relevant protected
characteristic and persons who do not share it.

25. The public sector equality duty (specific duty) requires us to consider how
we can positively contribute to the advancement of equality and good
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relations, and demonstrate that we are paying ‘due regard’ in our decision
making in the design of policies and in the delivery of services.

Assessment of Risk:

The following risks apply to the decision:

Risk / opportunity Mitigation

e Failure to identify and ownmajorrisks |e Review of risk management
that may prevent the Council from arrangements at Corporate level.
achieving one or more of its objectives.

e Review of the Council’s risk

e Failure to ensure that the majorrisks management strategy and
are being managed. arrangements for the maintenance

of risk registers.

e Review the associatedinformation
management system and reporting
arrangements.

e Regular review of a Corporate Risk
Register in alignment with the
revised risk management strategy.

Consultation:

N/a

Legal Implications:

The Council constitution sets out that the Audit Committeeis responsible for
providing assurance on the council's audit, governance (including risk
management and information governance) and financial processesin accordance
with the functions scheme. Under the Account and Audit Regulations 2015,
Authorities must undertake an effective internal audit to evaluate the
effectiveness of their risk management, control and governance processes.
Consideration must be given to the Public Internal Audit Standards (PIAS) and
sector specific guidance.

Financial Implications:

Mitigating some of the risks may require financial resources and a humber of
risks are around organisational and services financial resilience and loss of
income following the pandemic.
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Report Author and Contact Details:
Sam Evans, Executive Director of Finance
sam.evans5@nhs.net

Background papers:

e Corporate Risk Register at Appendix A;
e Risk Matrix at Appendix B
e Deep Dive Reports at Appendix C.

Please include a glossary of terms, abbreviations and acronyms used in
this report.

Term Meaning

BGI Business Growth and Infrastructure
department

CC Corporate Core department

CYP Children and Young People’s department

DSPT Data Security and Protection Toolkit

DLUHC Department for Levelling Up, Housing and
Communities

FIN Finance department

HPG Homelessness Prevention Grant

ICS Integrated Care System

IGSG Information Governance Steering Group

OCO One Commissioning Organisation

PRS Private Rental Sector

RSAP Rough Sleeper Accommodation Programme

RSMP Regional Strategic Migration Partnership

STH Six Town Housing
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1.1.

1.2.

2.1.

2.2.

2.3.

2.4.

3.1

3.2

Risk Register Update
Introduction

This report provides an updated position in respect to those risks that
have been identified and assessed as significant risks to Bury Metropolitan
Bury Council, collectively referred to as the Corporate Risk Register.

The report presents the risk position and status as at Quarter 2 2022.

Background

Following revision to the Council's approach to Risk Management, the
Executive Team were tasked with developing a risk register that would
capture events and circumstances which had the potential to disrupt the
Council’s ability to meetits strategic and operational objectives.

These objectives have been identified as the four strategic outcomes of
the Bury 2030 Community Strategy, and each risk included has been
assigned to one of these outcomes:

¢ Economic Growth and Inclusion

e Delivering Together

e Strength-based Approach

e Local Neighborhoods.

The Corporate Risk Register (Appendix A) was first presented to Audit
Committee at the November2021 meeting. This repository captures the
Council’s key strategic risks agreed by the Executive Team and
categorized as warranting regular scrutiny to help the Council minimise
future financial risks and adverse implications. Additionally, it details the
existing controls that provide some level of assurance and identifies
planned actions being undertaken to mitigate these risks.

Assessment of each risk has been performed in accordance with the Risk
Matrix, introduced within the Council’'s Risk Management Strategy,
attached at Appendix B for ease.

Corporate Risk Register

The Corporate Risk Register (Appendix A) captures risks identified as
significant to delivery of the Council’s key objectives, irrespective of their
current scoring.

There are currently 20 risks on the Corporate Risk Register. All risks have
been reviewed by the Risk Owner and assessed to: update the progression
of mitigating actions; consider the level of assurance provided by existing
controls; and reevaluate both the likelihood and impact, in order to
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3.3

determine whether the risk score should be increased, decreased or

remain static.

There are currently a total of 20 risks on the corporate risk register, of
which 14 risks (70.0%) are rated as significant:

No. Low | Moderate | High
Risks | (1-3) (4-6) (8-
12)
20 1 0 5

14

3.4 The table below identifies the number of risks by strategic objective and

by risk score.

Strategic No. Low | Moderate | High
Objective Risks | (1- (4-6) (8-
3) 12)

Delivering
Together 4 0 0 2 2
Economic Growth
and Inclusion 10 0 0 1 9
Local
Neighborhoods 3 0 0 0 3
Strength based 3 1 0 2 0
approach
EOUIAL 20 | 1 0 5 14

3.5 The following table presents the risks as split across Council directorates:

Department | No. | Low | Moderate | High Risks
Risks | (1- (4-6) (8- Not
3) 12) Scored

BGI 2 0 0 1 1 0

CC 7 0 0 3 4 0

CYP 3 0 0 0 3 0
Finance 2 0 0 0 2 0
OoCoO 3 1 0 1 1 0
OPS 3 0 0 0 3 0
TOTAL 20 1 0 4 15 0

3.6 In exercising their duty to scrutinize risks those risks presented, the Audit

Committee are requested to consider the points below in relation to the
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4.1

4.2

4.3

4.4

information detailed for each risk:

Does the Key Potential Impact accurately describe the real risk to the
Council?

Are the risk scores (Current and Target) reflective of the current
position?

Are the Current Controls still operating effectively?

Do the Current Controls articulate how they contribute to managing
the risk?

Have or will the Planned Actions achieve or go towards mitigating the
risk further?

Horizon scanning - Is the Committee aware of any significant
changes that could affect the risk in the future?

Trend Analysis

This section of the report reflects the current position of each risk following
review by the Risk Owner:

Risks that have increased in score

During this reporting period 3 risks have increased in score:

CR1 Financial Sustainability

CR15 Regeneration and Development (some slippage to
progress noted)

CR19 Financial Capacity

Risks that have decreased in score

During this reporting period 4 risks have decreased in score:

CR2 COVID-19 Impact

CR7 ICS Implementation

CR14 Staff Safety and Wellbeing

CR17 Pharmaceutical Needs Assessment

Risks that have remained static

During this reporting period 11 risks have remained static:

CR3 Security and Resilience

CR4 Digital Transformation

CR5 Increasing demand pressures

CR6 Climate Change

CR9 Workforce Skills and Capability

CR11 Building Management (Operational Health and
Safety) formerly Asset Management

CR12 Children’s Social Care Services

CR13 Regulatory Compliance

CR16 Special Educational Needs and Disabilities
CR20 Increasing Energy Prices

CR21 Project Safety Valve
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4.5

4.6

4.7

4.8

4.9

Risks that have not been reviewed

During this reporting period 0 risks have not been reviewed by their
assigned Risk Owners

Risks that have reached their target level

During this reporting period 2 risks have reached their target level.
. CR2 COVID-19 Impact
o In consideration of the onset of winter and continuing
boostervaccination programmes, this risk will remain on
the Register for oversight.
. CR17 Pharmaceutical Needs Assessment
o Although assessed by the Risk Owner as currently below
target score, this risk will not be proposed for closure until
after publication of the pharmaceutical needs assessment
on 31stOctober2022.

The Audit Committee are requested to note that risk CR13 Regulatory
Compliance, although having reached its target risk scoreof 12
(Likelihood 3; Impact 4) during July 2022, the Risk Owner proposed and
Executive Team agreed, that the risk should remain on the Corporate Risk
Register for ongoing oversight.

New risks

During this reporting period 2 new risks have been added to the Corporate
Risk Register:

. CR23 Adult Social Care Reforms

. CR24 Elections Act 2022

Risks proposed to be redefined and closed

Following review by the Executive Team, the following risks are proposed
to be redefined:

e CR10 EU Exit Impacts is proposedto be included within the
potential impacts of risk reference CR1 Financial Sustainability;
and,

e CR22 Special School Roof is proposedto be included within risk

reference CR16 Special Educational Needs and Disabilities.

4.10 The Audit Committee are requested to approve the redefinition of these

risks.

Planned actions to address the risks

Mitigating actions have been identified and are on track to deliver against
all but one of the risks not currently at target level.

CR15 Regeneration and Development, recorded some slippage to
progress during review by the Risk Owner. This will continue to be
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monitored.

4.11 Heat Maps

5

5.1

5.2

5.3

5.4

6

6.1

The following heat maps reflects the current and target risk profile in
respect to those risks on the corporate risk register:

Current Target
5 511
- |4 5 |4 =
] (&}
£ E
= |2 = |2
1 1 1 1
12| 3| 4|5 1123|415
Likelihood Likelihood
Deep Dives

The purpose of the Deep Dive Reportis to promote discussion and closer
scrutiny of specific risks selected by the Audit Committee, to ensure
appropriate controls are implemented and rationale adequately explained.

At the July meeting, the Audit Committee requested detailed reports in
respect of the following 2 risks:

e CRS5 Increasing demand pressures; and,

e CR11 Building Management (Operational Health and Safety)

These reports are included within Appendix C for review, analysis and
discussion.

In this regard, the Audit Committee are requested to select a further 2 risks
from the 20 currently present on the Corporate Risk Register, for Deep Dive
analysis at their subsequent meeting.

Recommendations

The Audit Committeeis asked to:

. Note the update provided;

. Approve the incorporation of risk CR10 EU Exit Impacts into risk CR1
Financial Sustainability;

. Approve the incorporation of risk CR22 Special School Roof within
risk reference CR16 Special Educational Needs and Disabilities;
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Receive the Corporate Risk Register at Appendix A;

Review the Risk Matrix presented at Appendix B;

Review, analyse and discuss the Deep Dive Reports at Appendix C;
Determine whether the level of assurance provided against the risks
is sufficient; and,

Select two further risks to receive a “"Deep Dive” review to be
presented at the next meeting of the Audit Committee.
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Appendix B — Risk Matrix

Quantitative Measure of Risk — Impact / Consequence Score

Impact / Consequence score (severity levels) and examples of descriptors

1

2

3

4

5

AT RISK

Very Low

Minor

Moderate

High

Severe

EXAMPLES : NEW POLITICAL ARRANGEMENTS,

POLITICAL PERSONALITIES, POLITICAL MAKE-UP

recover from.

o
oo 5 The risk will The risk will The risk will result | The risk will have a The risk will have a
=5 £ resultin a result in a minor | in a waste of time major impact on the critical impact on the
3 g _ E minor delay, loss, delay, and resources. achievement of achievement of
85 = inconvenience | inconvenience, ambitions/priorities, ambitions and priorities,
03 29 interruption. Good opportunity serious impact on huge impact on costs,

45024 Can be to costs, income, income, performance,

5 Sm®tY managed no Opportunity to innovate/improve performance, reputation, critical

Eoc g 'g real impac_t innovate/make missed. reputation‘, subs_tantial opportunities missed.

5 S Y€ £ upon service. minor opportunities missed.

OSs 550 improvements Moderate impact Difficult to recover from

oz = > S missed. Short on efficiency, Medium to long term and may require a long-
29 28 term effect. output, quality. effect and expensive term recovery
BT 8 E to recover from plan/period.

GO g Medium term
35 = effect which may
2 E be costly to

EXAMPLES : COST OF LIVING,

CHANGES IN INTEREST RATES, INFLATION, POVERTY INDICATORS

recover from.

> g The risk will The risk will The risk will result | The risk will have a The risk will have a
g % o g -00,,% re;ult ina resultin a minor | in a waste of time maj_or impact on the criti_cal impact on the
= g’ﬁ =S minor del_ay, !oss, dela_y, and resources. achlg\_lement_ of_ ach|_eyement of o
E39 g S inconvenience | inconvenience, _ ambitions/priorities, ambitions and priorities,
59 =R~ S interruption. Good opportunity | serious impact on huge impact on costs,
z g; o v 8:@ Can be to costs, income, income, performance,
Qg E g § L3 managed no Opportunity to innovate/improve performance, reputation, critical
% I @ 28§ o real impact innovate/make missed. reputation, substantial | opportunities missed.
> % 2 &5 55 upon service. minor opportunities missed.
g&F 2 % o E improvements Moderate impact Difficult to recover from
m2 8 a5 g § missed. Short on efficiency, Medium to long term and may require a long-
> S ‘15-’ 2&5¢E term effect. output, quality. effect and expensive term recovery
SE208 to recover from plan/period.
QEQ S Medium term
IE“ZS effect which may
© B be costly to

EXAMPLES : STAF

F LEVELS FROM

AVAILABLE WORKFORCE, AGEING POPULATION, HEALTH STATISTICS

be costly to
recover from.

o The risk will The risk will The risk will result | The risk will have a The risk will have a
> resultin a result in a minor | in a waste of time | major impact on the critical impact on the
8 R minor delay, loss, delay, and resources. achievement of achievement of
% % g inconvenience | inconvenience, ambitions/priorities, ambitions and priorities,
59, interruption. Good opportunity serious impact on huge impact on costs,
58 TE " Can be to costs, income, income, performance,

403 300 managed no Opportunity to innovate/improve performance, reputation, critical

g g2 o % g real impact innovate/make missed. reputation, substantial | opportunities missed.

o k- BN % upon service. minor opportunities missed.

n gy E3 improvements Moderate impact Difficult to recover from
P S5 missed. Short on efficiency, Medium to long term and may require a long-
> g 43 term effect. output, quality. effect and expensive term recovery
£ g e to recover from plan/period.

T“j ) Medium term
x©g effect which may
(]
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Impact / Consequence score (severity levels) and examples of descriptors

Medium term
effect which may
be costly to
recover from.

to recover from

plan/period.

1 2 3 4 5
AT RISK Very Low Minor Moderate High Severe

S .S 86 o The risk will The risk will The risk will result | The risk will have a The risk will have a

a2 3% == resultin a resultin a minor | in a waste of time major impact on the critical impact on the

g e % = 2 9 minor delay, loss, delay, and resources. achievement of achievement of

£GE=E 3 2 inconvenience | inconvenience, ambitions/priorities, ambitions and priorities,
3:] 528 42 g 8 interruption. Good opportunity serious impact on huge impact on costs,
020579 e 8 < '-g Can be to costs, income, income, performance,
08 % 4 g 8S5a managed no Opportunity to innovate/improve performance, reputation, critical
9 F3e g S @ '% real impact innovate/make missed. reputation, substantial | opportunities missed.
% g ?Lg 2o 52 upon service. minor opportunities missed.
T < g'_g -% 3 2 improvements Moderate impact Difficult to recover from

C . . . . .

B £ 2 g S Sw 8 missed. Short on efficiency, Medium to long term and may require a long-
= = TSo % > term effect. output, quality. effect and expensive term recovery

T = O o] =

25 032338

8Z3oogw

8% c S £

2SE8 3

=i ] Q
ggs® *

EXAMPLES : HUMAN RIGHTS, TUPE REGULATIONS, DATA PROTECTION

LEGISLATIVE/LEGAL
Associated with current or potential changes in

national or European law

The risk will
resultin a
minor delay,
inconvenience

Can be
managed no
real impact
upon service.

The risk will
result in a minor
loss, delay,
inconvenience,
interruption.

Opportunity to
innovate/make
minor
improvements
missed. Short
term effect.

The risk will result
in a waste of time
and resources.

Good opportunity
to
innovate/improve
missed.

Moderate impact
on efficiency,
output, quality.

Medium term
effect which may
be costly to
recover from.

The risk will have a
major impact on the
achievement of
ambitions/priorities,
serious impact on
costs, income,
performance,
reputation, substantial
opportunities missed.

Medium to long term
effect and expensive
to recover from

The risk will have a
critical impact on the
achievement of
ambitions and priorities,
huge impact on costs,
income, performance,
reputation, critical
opportunities missed.

Difficult to recover from
and may require a long-
term recovery
plan/period.

EXAMPLES : LAND

USE, RECYCLING, POLLUTION, WASTE MANAGEMENT

ENVIOROMENTAL
Relating to the environmental
consequences of progressing the

council’ s strategic objectives

The risk will
resultin a
minor delay,
inconvenience

Can be
managed no
real impact
upon service.

The risk will
result in a minor
loss, delay,
inconvenience,
interruption.

Opportunity to
innovate/make
minor
improvements
missed. Short
term effect.

The risk will result
in a waste of time
and resources.

Good opportunity
to
innovate/improve
missed.

Moderate impact
on efficiency,
output, quality.

Medium term
effect which may
be costly to
recover from.

The risk will have a
major impact on the
achievement of
ambitions/priorities,
serious impact on
costs, income,
performance,
reputation, substantial
opportunities missed.

Medium to long term
effect and expensive
to recover from

The risk will have a
critical impact on the
achievement of
ambitions and priorities,
huge impact on costs,
income, performance,
reputation, critical
opportunities missed.

Difficult to recover from
and may require a long-
term recovery
plan/period.
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Impact / Consequence score (severity levels) and examples of descriptors

1

2

3

4

5

AT RISK

Very Low

Minor

Moderate

High

Severe

EXAMPLES : STAFF RESTRUCTURE, CAPACITY, TRAINING,

WORKFORCE NEEDS

each profession, internal protocols and
managerial abilities

PROFESSIONAL / MANAGERIAL
Associated with the particular nature of

The risk will
resultin a
minor delay,
inconvenience

Can be
managed no
real impact
upon service.

The risk will
result in a minor
loss, delay,
inconvenience,
interruption.

Opportunity to
innovate/make
minor
improvements
missed. Short
term effect.

The risk will result
in a waste of time
and resources.

Good opportunity
to
innovate/improve
missed.

Moderate impact
on efficiency,
output, quality.

Medium term
effect which may
be costly to
recover from.

The risk will have a
major impact on the
achievement of
ambitions/priorities,
serious impact on
costs, income,
performance,
reputation, substantial
opportunities missed.

Medium to long term
effect and expensive
to recover from

The risk will have a
critical impact on the
achievement of
ambitions and priorities,
huge impact on costs,
income, performance,
reputation, critical
opportunities missed.

Difficult to recover from
and may require a long-
term recovery
plan/period.

EXAMPLES : BUDGET OVERSPENDS, LEVI

EL OF COUNCIL TAX, LEVEL OF RESERVES

FINANCIAL
Associated with financial planning and control

Small

Loss>£100

The risk will
resultin a
minor delay,
inconvenience

Can be
managed no
real impact
upon service.

Loss>£1,000

The risk will
result in a minor
loss, delay,
inconvenience,
interruption.

Opportunity to
innovate/make
minor
improvements
missed. Short
term effect.

Loss>£10,000

The risk will result
in a waste of time
and resources.

Good opportunity
to
innovate/improve
missed.

Moderate impact
on efficiency,
output, quality.

Medium term
effect which may
be costly to
recover from.

Loss>£100,000

The risk will have a
major impact on the
achievement of
ambitions/priorities,
serious impact on
costs, income,
performance,
reputation, substantial
opportunities missed.

Medium to long term
effect and expensive
to recover from

Loss>£1,000,000

The risk will have a
critical impact on the
achievement of
ambitions and priorities,
huge impact on costs,
income, performance,
reputation, critical
opportunities missed.

Difficult to recover from
and may require a long-
term recovery
plan/period.

EXAMPLES : SECURITY, ACCIDENTS, HEALTH & SAFETY, HAZARDS, FIRE

PHYSICAL
Related to fire, security, accident
prevention and health and safety

The risk will
resultin a
minor delay,
inconvenience

Can be
managed no
real impact
upon service.

The risk will
result in a minor
loss, delay,
inconvenience,
interruption.

Opportunity to
innovate/make
minor
improvements
missed. Short
term effect.

The risk will result
in a waste of time
and resources.

Good opportunity
to
innovate/improve
missed.

Moderate impact
on efficiency,
output, quality.

Medium term
effect which may
be costly to

recover from.

The risk will have a
major impact on the
achievement of
ambitions/priorities,
serious impact on
costs, income,
performance,
reputation, substantial
opportunities missed.

Medium to long term
effect and expensive
to recover from

The risk will have a
critical impact on the
achievement of
ambitions and priorities,
huge impact on costs,
income, performance,
reputation, critical
opportunities missed.

Difficult to recover from
and may require a long-
term recovery
plan/period.
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Impact / Consequence score (severity levels) and examples of descriptors

1

2

3

4

5

AT RISK

Very Low

Minor

Moderate

High

Severe

EXAMPLES : CONTRACTOR FAI

LS TO DELIVER, P.

ARTNERSHIP AGENCIS WITH CONFLICTING

GOALS

recover from.

T 9 The risk will The risk will The risk will result The risk will have a The risk will have a
. g § § resultin a result in a minor | in a waste of time major impact on the critical impact on the
<5%o minor delay, loss, delay, and resources. achievement of achievement of
E 8o 3 inconvenience | inconvenience, ambitions/priorities, ambitions and priorities,
2 = ﬁ @ c interruption. Good opportunity serious impact on huge impact on costs,
E8Zaw8 Can be to costs, income, income, performance,
% 5 g =R managed no Opportunity to innovate/improve performance, reputation, critical
Qo %’E 5 real impact innovate/make missed. reputation, substantial | opportunities missed.
% TEU S5 3 upon service. minor opportunities missed.
7 jp = 3 g improvements Moderate impact Difficult to recover from
% § a g g missed. Short on efficiency, Medium to long term and may require a long-
E =5 5 term effect. output, quality. effect and expensive term recovery
r 2o g to recover from plan/period.
g SE8 Medium term
38 z effect which may
Z & be costly to
recover from.
EXAMPLES : STANDARDS NOT MET, ACCREDITATION,
L2 . . . . . . . . ) .
$ZE The nsk will The nsk will _ The risk will rgsult The_ ns_k will have a Thg:- r|sl_< will have a
o © resultin a result in a minor | in a waste of time major impact on the critical impact on the
$ 2 minor delay, loss, delay, and resources. achievement of achievement of
£= ] inconvenience | inconvenience, ambitions/priorities, ambitions and priorities,
s g interruption. Good opportunity serious impact on huge impact on costs,
g g & § Can be to costs, income, income, performance,
ES >% managed no Opportunity to innovate/improve performance, reputation, critical
b2 T3 real impact innovate/make missed. reputation, substantial | opportunities missed.
[N = 5 upon service. minor opportunities missed.
g g— S % improvements Moderate impact Difficult to recover from
o8 ‘g‘ o missed. Short on efficiency, Medium to long term and may require a long-
o ©8 term effect. output, quality. effect and expensive term recovery
=e) to recover from plan/period.
2 Medium term
‘g 5 effect which may
E = be costly to

EXAMPLES : MAN

AGING EXPECTATIONS, COMPLAINTS, CONSULTATION, COMMUNICATION EXTERNALLY

CUSTOMER/CITIZEN
Associated with failure to meet the current

and changing needs and expectations of
customers and citizens

The risk will
resultin a
minor delay,
inconvenience

Can be
managed no
real impact
upon service.

The risk will
result in a minor
loss, delay,
inconvenience,
interruption.

Opportunity to
innovate/make
minor
improvements
missed. Short
term effect.

The risk will result
in a waste of time
and resources.

Good opportunity
to
innovate/improve
missed.

Moderate impact
on efficiency,
output, quality.

Medium term
effect which may
be costly to
recover from.

The risk will have a
major impact on the
achievement of
ambitions/priorities,
serious impact on
costs, income,
performance,
reputation, substantial
opportunities missed.

Medium to long term
effect and expensive
to recover from

The risk will have a
critical impact on the
achievement of
ambitions and priorities,
huge impact on costs,
income, performance,
reputation, critical
opportunities missed.

Difficult to recover from
and may require a long-
term recovery
plan/period.
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Qualitative measure of risk — Likelihood Score

) 1 2 3 4 5
Descriptor
Rare Unlikely Possible Likely Almost certain
Fr n
.eque y Not expected to Expected to occur Expected to occur Expected to occur .
Time framed Expected to occur daily
. occur for years annually monthly weekly
descriptors
Will only occur in .
Frequency More likely to occur than not

Broad descriptors

exceptional
circumstances

Unlikely to occur

Reasonable chance
of occurring

Likely to occur

occur

Probability

1-9% chance

10-24% chance

25-50% chance

51-80% chance

81% or higher

Quantification of the Risk — Risk Rating Matrix

Likelihood
1 2 3 4 5
Rare Unlikely Possible Likely Almost certain
5 Severe 5 10
()
o .
S |4 High 4 8
=)
o
(3]
1)
S |3 Moderate 3 6
O
3] .
8|2 Minor 2 4 6 8 10
E
1 Very Low 1 2 3 4 5
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Appendix C — Deep Dive Reports: October 2022

Report to Audit Committee

From Housing Options Team

Risk Reference CR5

Risk Description Increasing demand pressures
Recommendation | For analysis and discussion

Key Potential Impacts

¢ Failure to meet Homelessness Statutory Function & Delivery.

e Further impact of Cost of Living Crisis, Afghan and Ukrainian refugee crisis
additionally increasing pressure on these services.

e Failure to transform services likely result in the Council failing to meetits
statutory obligations. Adults and children's care facing a significant increase in
demand for services.

Current Position

New Homelessness Strategy

This was discussed with the Homelessness partnership in mid-September
and the need to evidence the delivery of the outcomesof the associated
action plan was agreed.

Additionally, we will prioritise and review with consideration to the impact
of the cost of living crisis.

A Steering group is to be established, governed by the partnership and
reviewed annually by the Council.

Maximising funding opportunities to increase resources and capacity

Working with finance to have full oversight of internal and external
funding streams to plan and maximise funding, particularly with the
expectation of further service savings during 2023/24.

Robust processes and operating procedures in _place

Existing pathways within the service have been aligned to statutory duty
and legislation.

The department is currently developing new pathways and processes to
meet the impact of the Ukrainian refugee crisis now and in the future.

Direct Let priority

The allocations policy is to be reviewed with options for a common
housing register to increase greater access to affordable and social
housing within the Borough by all Housing Associations and registered
social landlords.
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System and IT solutions

Work with Agylisis has concluded for the Housing Options team
Future work to be undertaken includes implementation of a new Choice
Based lettings systemto:
o reduce back office administrative functions;
o create capacity; and
o improve the customerexperience when accessing and bidding for
properties.

Successful implementation of the team/service re-structure with realignment of

services and savings of £250k to focus on statutory and non-statutory provision

The unexpected increase in asylum and refugee crisis over the past 12
months has impacted on the service and ability to now flex, adapt and
meet the increasing demands with capacity.

A new temporary Asylum & Immigration post is being developed to
increase capacity and maximise the new and additional external funding.
The Costof Living crisis will further increase homelessness with the
possible need for increased staffing and resources.

Close monitoring of this situation is ongoing.

Increase in _statutory dispersed accommodation

Despite the increase in dispersed accommodation due to the increasing
demand and numbers coming through who need support and emergency
accommodation, this provision is always at capacity.

We are currently developing in partnership, new provision at Huntley
House that will provide an additional 18 individual flats supported 24/7.
This provision will not cost the service or the Council any additional
amount due to the agreed arrangement with a trusted partner - funded
via Housing Benefit and intensive housing management, which is
subsidised via centralised Housing Benefit funding at no costto the
Council.

The provision should be up and running for the 17t October 2022.

This will help meet our rough sleeper demands but also our statutory
single homelessness accommodation needs.

Development of Private Rented Sector (PRS) and Landlord engagement

Appointment of a temporary PRS Development Coordinatoraligned to the
external ringed fenced match funding to support PRS landlords to prevent
homelessness but also increase PRS properties for people on our housing
register.

The candidate is anticipated to be in post by November 2022 and will work
closely with the new Empty Homes Officer to focus on the 1000+ long-
term voids in the PRS and also deliver and implement the new Empty
Homes Strategy.
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Performance and Improvement meetings with STH established to manage KPIs

and monitor their performance and outcomes

Monthly performance meetings with STH to monitor and govern
performance and KPI's.
The meetings are Chaired by the new Housing Director.

Successful External bids

Stepping Stones have been commissioned to provide 10 units from the
PRS on a lease and repair basis over the next 3 years for our rough
sleepers with support funded via RSAP (Rough sleeper accommodation
programme).

RSi5 (2022-2025) - £500k+ additional funding over the next 3 years.
Funds the staffing of the rough sleeper outreach service, match funding of
the PRS Development Coordinatorrole and 6 months additional supported
rough sleeper accommodation.

Consultation with DLUHC (Department for Levelling Up, Housing and
Communities) has now ended on the future HPG (Homelessness
Prevention Grant) formula - the HPG grant will increase next year and the
following years due to the changes in how the grant will be determined.
Feedback from the consultation suggested local authority’s that abuse the
out of borough placements for their temporary accommodation are
penalised financially to stop this practice (which has increased by 100% in
Bury over the past 12 months and impacting on our own options in the
PRS to discharge our homelessness duty.)

Asylum and Immigration

Pathways have been developed and engagement with GMCA / North West
RSMP (Regional Strategic Migration Partnership) to support the Ukrainian
refugee crisis has resulted in two routes:

o Homes for Ukraine - sponsorship; and

o Family visa route - approach to maximise additional funding for all
services impacted.

A new role is to be created but the main risk is the lack of social and
affordable accommodation for permanent residence and resettlement.
Successfully commissioned services have been aligned to funding in order
to meet the Council’s pledge to support the Afghan refugee crisis with 10
supported properties in the PRS (30/40 refugees - 10 families).

New asylum dispersal and resettlement schemes being introduced by the
Home Office:

o Bury fully engaged in the process with all other North West local
authorities with the North West RSMP and are currently
coordinating a response back to the home office on the proposals.

o It is now compulsory for local authorities to support dispersal and
resettlement and should assist North West local authorities that
have welcomed and supported asylum seekers within their
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Borough's, with a fairer and more transparent system across the
whole of the UK.

o RSMP lobbying and recent WLT paper recommends pausing
dispersal within Greater Manchester due to the current
disproportionate numbers compared to other regions.

o Under the new proposed dispersal system the current projections
show an increase of 135 asylum seekers into the Borough between
now and Dec 2023 in addition to the 435 existing asylum seekers
currently in Home office / Serco accommodation within Bury’s PRS.
A high percentage of this cohort will eventually come through
Council homelessness statutory services once the Home office have

determined their immigration status which will add further pressure
on services.

The following actions have been identified to further mitigate the risk:

e STH have now produced a draft Sustainment Strategy. Input from the Council
and GMCA has been provided but we await further feedback from stakeholders
within the Homelessness partnership. An extension of the original deadline of
September 19t 2022 has been requested. This an important strategy for the
Council to ensure STH reduce the number of failed tenancies and assist in
preventing homelessness.

e To consider options to increase capacity within existing budgets in response to
increasing homelessness, asylum seeking and immigration. Ongoing work
alongside the finance team continues, in parallel to exploring all new external
homeless and asylum funding streams.

e Wider work with Improving adult lives and the neighbourhoods team linked to
PSR and Lets Do It! Strategy outcomes to produce the wider Council strategy in
sustaining all tenancies and accommodation.
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Report to Audit Committee

From Operations

Risk Reference CR11

Risk Description Building Management (Operational Health and
Safety)

Recommendation | For analysis and discussion

Context

Across Bury Council buildings are managed by individual service managers, who
are responsible for the safe operation and maintenance of the buildings. There is
no consistency to the management of the estate and no central record of
building condition and compliance.

If the council do not correctly manage and maintain our buildings, we are at risk
of a breach of Health and Safety legislation, leading to prosecution under the
Corporate Manslaughter Act and other Health and Safety regulations.

Council buildings, facilities and premises must provide safe and effective
environments for all building occupants that use them. It has been recognised
that there are steps the council needs to take to improve the management,
maintenance and operation of buildings:

¢ Rationalisation of the Estate - To reduce the number of buildings the
council owns and operates and understand the condition of those we will
keep

e Building Compliance - Understand the statutory and regulatory
compliance status of the buildings the council will retain

e Establishment of a Corporate Landlord model - To ensure the safe

operation of the buildings the council will retain and to ensure one central
record of building information

Rationalisation of the Estate

The Council is currently undertaking an estates rationalisation process to assess
future building requirements and condition and to recommend buildings for
disposal. An Estate Transformation Board has been set up to oversee this
process and a list of admin buildings were agreed for disposal by Cabinet in July
2021 and December 2021 as part of the Let’s Do It Flexibly transformation
programme.

Progress has been made this year in relation to the disposal of the following
buildings, that are no longer fit for purpose and are in need of significant repair:

e St Marys Place - This building was sold in February 2022.

e Whittaker Street — Staff consultation is currently taking place regarding
the disposal of Whittaker Street, with the proposal that all staff will vacate
the building no later than 4 November 2022 and the building will then be
sold by April 2023.

e Humphrey House - The building is currently occupied by Pennine Care and
GMMHU. Paper due to go to Cabinet in Octoberto agree the relocation of



https://councildecisions.bury.gov.uk/documents/s31135/Transformation%20Strategy.pdf
https://councildecisions.bury.gov.uk/documents/s31135/Transformation%20Strategy.pdf
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Pennine Care to 3KP. Expected date of vacation is Dec 2023, there after
the building will be sold for re-development.

External consultants have been employed to review a list of 75 council buildings
(excludes leisure centres, sports facilities, buildings already identified on the
Council’s Land Disposal Programme and those buildings within the Let’s Do It
Flexibly Transformation Programme) and recommend which of these buildings
should be disposed of, which the council should keep, and where and community
asset transfers or enterprise centre model may be more appropriate.

A workshoptook placeon 5 September 2022 with lead council officers, to assist
in the review and the understanding of building usage. The outcomes of this
piece of work are due to be presented back to the council for consideration in
October2022.

A Decant Manager has now been employed to support the process of closing
buildings and relocating staff as required.

Building Compliance

Following an independent Corporate Health and Safety audit last year,
recommendations were made to improve the understanding and compliance
status of council buildings. As a result, a "Health and Safety Taskforce" with Union
representation, was established to oversee delivery.

A task was set to undertake a desktop audit of buildings that will be retained by
the council to assess the statutory and regulatory compliance status. Ahead of
receiving a confirmed and approved council estates list of buildings being retained
the following progress has been made:

e A centralrecord of Council buildings is being compiled and classified through
the work with external consultants (to be retained, for disposal, asset
transfer)

¢ A health and safety compliance audit specification has been established for
adoption by the Council, which consists of a 34 point check list which has
been approved for use by the Trade Unions. The specification incorporates
the necessary statutory and regulatory compliance items. Please see
Appendix 1.

e A compliance audit has been completed for 6 admin buildings and remedial
works have been carried out to improve the compliance status and record
keeping for these buildings.

e Facilties management are undertaking a “desktop” audit of compliance
across the corporate estate, starting with those buildings we know will be
retained by the Council. Progress so far:

o Bradley Fold
o Bury Adult Education
o Bury Library & Museum
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o Killerlea House

In addition to the above, the Trade Union have carried out an independent H&S
audit at 3KP in May 2022 and at Humphrey House in June 2022 and produced a
report on their findings. The inspections identified some remedial works that
needed to take place, and these are now 100% complete.

A member of agency staff was recruited to support this work earlier this year but
was only with the authority for a short time and we have struggled to fill this role
on a temporary basis. Alternative recruitment options are being explored, along
with an assessment of the need for these skills in a longer-term Corporate
Landlord model.

Establishment of a Corporate Landlord Model

Following the estates rationalisation process we will be left with a list of buildings
the council will look to retain and a Corporate Landlord model can then be
established to manage the estate the council will keep.

A Head of Corporate Landlord is in place and work is underway to develop a
Corporate Landlord Model (for implementation in April 2023) and to establish the
budget required to successfully operate this model.

Current working practices (Mangers responsible for own buildings) remain in
place until the formal establishment and handover to a Corporate Landlord takes
place.
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Appendix 1 — Health and Safety Audit Compliance Specification

Compliance ltem

=
& "
= Audit spec
Yes Mo
1 |Health & safety Management System in line with HE&S Act 1574
2 |signed Health & Safaty Policy Statement by CEO IE T
s b |
31  |employers & Public Liability Insurance Certificate IE
i b b
4 |Business Continuity plans B
c Contractor [ Customer [ Visitor Assurance -
|Signing In & Out, induction, tool box talks, Contractor Setting to work, parmits to work], =
6 |HSE Law Poster - wiet you should know: Displayec R
7 |foint Employee, Union, Management Health & safety Consultation / Risk Assessments ]
ADD lincident & Accident Emergency Action Plans / Procedures R
S |First &id Provision B
10 [|Manual Handling Risk Assessments ]
11 Operations & Maintenance Manuals -
o
| DEM Hard oopies, Electronic copies, High Risk Equip identified)
Asbestos survey / Risk Management Plan
Gas Integrity / Equipment / Gas Safety Service Records/ Hot water Systems R
14 CT local server rogm (Fisk assessmenk / Sscurity | Ventilstion / Back up Procedure| 5
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15 Passenger Lift Examination & Inspection 3
Statutory LOLER |:5 kanthly for Passenger Lifts, Amnusal for Goods Lifts]
Legionella Risk Assessment & Calorifier | water heater descaling)
[cur:rul manzres & n:!prup'inbe reo\:m:ls:
17 Mon-Passenger Lifts, Hoists and Working Platforms Examination and Inspection: 5
add Building air conditicning / Ventilation .
2d [Statutory -5 yearly, Maintenance records as per OEM Good Practice (Annually)
Fire Risk Assessment (Site-Spedific) 3
Comibustinle waste safely stared, fire doors marked snd skt § notices visible
20 Fire Alarm Test Certificate|s) :
Checks & Service Records & Fire precautions registar [weskhy test. & mth maintensnce]
Electrical Fixed Wiring Installation Inspection Certificate .
Statutory (5 Year, 3 Year or Annual Check)
22 Structural Lightening Conducters Inspection Certificate
13 Emergency Lighting Test Certificate 1 hr min 5
[Momthiy Statutory checks, Mintenanoe reconds, compebent p-:':q:ln:
24 Fire Extinguishers & Fire Hydrant Inspection Records 3
[AmuulEtnrmrr’ chacks, Maipterance records, competert Ferso"q
g Testing of Emergency Evacuation Aid Systems .
ad , ) .
N {annual Statutory checks, Maintenance records, competent person)
2did Automatic Doors, Auto Shutters, Powered Gates .
N [Aannual Statutory checks) -
add CCTV - Maintenance
2d Statutory (aAnnually) Data Protection Act 1998
g Portable Appliance Testing & Inspection Records, .
ad , . . .
N (PUWER - visual insection & User tests)
25 COSHH Assessments & Material Safety Data Sheets [MSDS) R
El Display Screen Equipment Risk Assessments |Towchcown desks, Communal aress) B
31 Hazardous Waste Registration R
32 Moise Evaluation Records & Risk Assessments B
EE working at Height, Ladder inspaction Records Register, periedic inspections) R
ELS commercial catering equipment with CP42 certification R
] 0| o
_I Com p|IE| nce score
%

Notes:

1)

2)

3)

Mansafe, Fall Protection Equipment, Inspection Records (Regulatory check) none
found across 6 admin buildings so removed form Compliance audit.

On Checking the Compliance audit specification - duplication found on None
passenger lifts.

A Signed Corporate Health & Safety Policy Statement by CEO (Regulatory Check)
should be in place across the organisation not by individual building so not
included in Compliance Audit of each estates building.
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4) An Employers & Public Liability Insurance Certificate (Regulatory Check) should
be in place across the organisation not by individual building so not included in
Compliance Audit of each estates building

5) Those items marked in PURPLE are recommended additions to Compliance audit
Specification

6) Those items marked in RED are the big 5 statutory Compliance items everyone
refers.
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r:D> U:G[Fy Classification: Decision Type:
; n/a
Open

COUNCIL Non Key
) Audit Committee Date: 12 Oct 2022
RepOrtto: | - pinet 19 Oct 2022
Subject: Bury Procurement Strategy
Report of Section.151 Officer
P Cabinet Member for Finance & Communities
Summary

This report sets out proposals for a new Procurement Strategy for Bury Council. The
current Procurement Strategy ‘Buying into Bury’ expired in 2015 and required a
comprehensive review for itto be a more strategic approach rather than operational
and to bring it up to date.

The Procurement Strategy is owned by Strategic Procurement but is a council-wide
strategy due to the devolved nature of procurement at Bury Council. The strategy
has been drafted by STAR procurement in consultation with the strategic
procurement team and internal audit.

The new strategy reflects the priorities and themes contained in the recently
launched National Procurement Strategy for Local Government as well as linking it to
Lets Do It! Strategy.

Recommendation(s)

¢ Note the content of the report
e Approve the new Bury Procurement Strategy

Reasons for recommendation(s)

Provides up to date and appropriate Procurement Strategy that reflects national best
practice and local priorities. The strategy is high level and has been future proofed
to allow for any immediate changes in procurement i.e. new Regulations.

Alternative options considered and rejected

The current Procurement Strategy expired in 2015 and requires significant updating
as it contained out-dated information and included significant operational activity
rather than setting the strategic approach and direction.

The proposed approach recognises the devolved procurement approach adopted in
Bury and reflects national best practice as well as local priorities.
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Report Author and Contact Details:

Name: Nichola Cooke

Position: STAR Procurement
Department: Strategic Procurement
E-mail: n.cooke@bury.gov.uk

1.2.

1.3.

14.

15.

1.6.

2.2.

2.3.

Background

STAR Procurement (a shared procurement service between 4 local authorities
in Greater Manchester) has been commissioned by the Council to provide
strategic support to the Council, as well as some operational support. This
support has been brought in to assist the Council in addressing the current
resourcing situation within the procurement team.

The Procurement Strategy sets out our strategic approach to procurement
activity. It is not intended to be an operational guide to procurement; however
the objectives should be applied to all our procurement activity.

This Procurement Strategy is the first of a suite of documents to further and
improve procurement within the Council, other documents coming forwards as
part of this suite include: Contract Procedure Rules and Social Value Strategy
(timescales yet to be confirmed).

There is a wealth of national, regional and local strategies and legislation that
influences our procurement activity. In this complex and multi-layered context,
this Procurement Strategy is designed to embed the strategic context into our
procurement activity.

it will provide a consistent approach to procurement and practical guidance to
how we deliver effective procurement activity.

A copy of the draft Procurement Strategy is included in Appendix 1.

Themes and Enablers

. The LGA launched the National Procurement Strategy for Local Government in

England (NPS) in August 2022. The strategy sets out the themes and enablers
which have been identified by local Councils themselves as being necessary for
successful delivery of procurement inlocal government. Therefore itis proposed
that these are adopted by Bury Council as key priorities for procurement.
The themes are:

e Showing leadership

e Behaving commercially

e Achieving community benefits
The enablers are:

e Adding value

e Developing talent

e Exploiting digital technology

e Enabling innovation

e Embedding change
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3. Measuring Success
3.1. Strategic Procurement will take ownership of this strategy but as a devolved
procurement service, the delivery of this strategy is a Council-wide
responsibility.
3.2. Measuring success of the strategy will be via:
e LGA National Procurement Strategy for Local Government Toolkit
¢ Performance management data
e Regular Feedback from stakeholders
e Case studies

Links with the Corporate Priorities:

4. This procurement strategy supports the delivery of the ‘Let’s Do It’ strategy, and
outlines how we will use procurement to deliver the vision, values and priorities.
The ‘Let’s Do It’ strategy sets out the vision and objectives for Bury for 2030.
Procurement will support these outcomes through the efficient and robust
procurement of goods, works and services. Procurement will also support
economic development, supply chain resilience, and help deliver real outcomes to
the people of Bury through social value.

e Delivering inclusive economic growth by continuing our commitment to
Bury-based businesses and reducing the complexity and bureaucracy of
our procurement approach

e Delivering carbon neutrality by 2038, improved quality of life, improved
educational attainment and increased adult skill levels and employability
by including guidance on Social Value

Equality Impact and Considerations:

5. The proposed Procurement Strategy does not bring about any changes that
would impact on one protected characteristic over and above another, it doesn’t
result inincreased/decreased access to services or provision for any particular
group of the population or cause any disadvantage to a community of interest.
The approach is to ensure value for all contracts and thus strive to mitigate
Council costs, which would benefit all residents

Environmental Impact and Considerations:

6. Environmental impact and considerations in procurement are addressed through
Social Value and are included in this Procurement Strategy
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Assessment and Mitigation of Risk:

Risk / opportunity

Mitigation

A new Procurement Strategy sets the
strategic direction for procurement on a
Council-wide basis.

Training and communications will be put
in place to ensure officers understand
their role and responsibilities in delivery
of this strategy

Legal Implications:

To be completed by the Council’s Monitoring Officer.

The revised strategy presents a sensible way forward for the Council's
procurement programme. Provided that Procurement is properly resourced and
sufficient training provided for client departments, it offers an opportunity for
achieving significant finite savings as well as ensuring that the Council obtains
value for money for services, equipment and goods received.

Financial Implications:

There are no direct financial implications of the procurement strategy but the
implementation of the procurement strategy will ensure good control and
discipline over all procurements, ensure best value for money, achievement of
social value and adherence to other Council policies and strategies such as

carbon reduction

Background papers:

Appendix 1: Bury Procurement Strategy

National Procurement Strategy for Local Government 2022 -
https:/mmww.local.gov.uk/publications/national-procurement-strategy-local-

government-england-2022

Please include a glossary of terms, abbreviations and acronyms used in this

report.
Term Meaning
LGA Local Government Association
Social Value The concept of seeking to maximize the

additional benefit that can be created by
procuring or commissioning goods and
services, above and beyond the benefit of
merely the goods and services themselves
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COUNCIL

OUR PROCUREMENT STRATEGY
2022-2026
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1. Introduction

Bury is a metropolitan Borough in Greater Manchester and consists of six towns: Bury,
Prestwich, Radcliffe, Ramsbottom, Tottington and Whitefield. Bury is home to the East Lancs
Railway and the famous Bury market and was the Greater Manchester town of culture in
2021. Bury Council is committed to working together with the local business community to
ensure we have a strong, successful and thriving business base. We want established and
incoming businesses to grow and prosper and our role is to help to ensure that happens.

What is procurement?

Procurement is the process of acquiring supplies, services and works. It includes acquisition
from third parties and in-house providers. The process spans the full procurement cycle form
identifying the need, through to the end of a contract or the end of useful life of an asset and
lessons learnt. It involves early stakeholder engagement, assessing impact on relationships
and linkages with services internally and externally, options appraisals and the critical ‘make
or buy’ decision whilst determining the appropriate procurement strategy and route to market.
Procurement is therefore much wider than simply purchasing, and through the effective
implementation of our procurement strategy we will be able to demonstrate the added value
that procurement can bring.

Why is Procurement Important?

Local Government net expenditure on services is over £70 billion! per annum. Therefore the
procurement activity that buys in supplies and services is critical to ensuring that best value
is being obtained.

e Public procurement is about improving the delivery and cost effectiveness of quality
public services to citizens

e Procurement can be a mechanism to challenge current service arrangements and
find new models for service delivery

e Savings realised through better procurement can be channelled back into priority
services

e Procurement can achieve additional added value benefits to residents through
effective use of supply chains

e Ensures that we deliver best value

e Our professionalism and planning can help prevent financial loss to the Council and
support our services and reputation

Why do we have a Procurement Strategy?

Our Procurement Strategy sets out our strategic approach to procurement activity. It is not
intended to be an operational guide to procurement; however the objectives should be applied
to all our procurement activity.

1 National Procurement Strategy for Local Government in England 2022 | Local Government Association


https://www.local.gov.uk/publications/national-procurement-strategy-local-government-england-2022
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2. Strategic Influence

There is a wealth of national, regional and local strategies and legislation that influences our
procurement activity. The diagram below is not exhaustive but gives an indication of the
strategic context in which procurement operates.

National Regional Local

New ProcurementRegulations GreaterManchester Strategy Bury 'Let's Do It' Strategy 2030

National Procurement Policy Social Value
Statement (NPPS)

GM Social Value Framework

Value for Money (MTFS)

Liverpoolbestvalueinspection
report

GMCA Driving Social Valuein
GM Public Procurement

Real Living Wage Employer

National Procurement Strategy
for Local Government

ContractProcedure Rules

Devolution Deals

LGA Benchmarking

Procurement Guide

GM Five-Year Environment Plan

Procurement Policy Notes Climate Action Strategy

In this complex and multi-layered context, our Procurement Strategy is designed to provide
clarity as to how we will embed the strategic context into our procurement activity.

It will provide a consistent approach to procurement and practical guidance to buyers and
suppliers as to how we deliver effective procurement activity.

This procurement strategy supports the delivery of the ‘Let’s Do I’ strategy, and outlines
how we will use procurement to deliver the vision, values and priorities.

The ‘Let’s Do It’ strategy sets out the vision and objectives for Bury for 2030. Procurement
will support these outcomes through the efficient and robust procurement of goods, works
and services. Procurement will also support economic development, supply chain resilience,
and help deliver real outcomes to the people of Bury through social value.
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3. Our Strategy

The LGA launched the National Procurement Strategy for Local Government in England
(NPS) in August 2022. The strategy sets out the themes and enablers which have been
identified by local Councils themselves as being necessary for successful delivery of
procurement in local government. These have therefore been adopted by Bury Council as our
key priorities for procurement.

Themes Enablers

Showingleadership Addingvalue

Developingtalent

Behavingcommercially Exploiting digital technology

Enablinginnovation

Achieving community benefits Embedding change

Themes
Showing Leadership

We aim to continue to champion procurement and collaboration to support the significant
financial challenges ahead and embrace the opportunities the new Regulations will bring. We
will use our skills and expertise to develop our added value and ensure that we promote the
importance of strategic procurement internally and also share and support wider partners on
their journey.

We will engage and work with Elected members, senior managers, partners and strategic
suppliers to design solutions and public services which span Council departments and
Partners. We will collaborate across our wider Partners to effectively deliver a wider range of
outcomes across Greater Manchester. We value the fact that we are stronger together.

Behaving Commercially

We will behave commercially and deliver value for money to ensure we maximise the
outcomes for Bury and our wider community. There is no one way to deliver savings and
efficiencies or reduce costs; so we will deploy a wide range of approaches to ensure we get
the maximum possible value for the money spent by the Council. This will be underpinned by
the Procurement Savings Strategy.

We will drive efficiencies by adopting a collaborative and planned approach to procurement,
contract review and contract management. We will collaboratively across Greater
Manchester, drive economies of scale and increase efficiencies.
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We will engage with our suppliers and research markets and use the outcomes to shape our

procurement approach and to identify new commercial opportunities. This goes beyond the
procurement process itself and includes manging contract and suppliers and managing
strategic risk throughout the lifetime of our contracts.

Achieving Community Benefits

We will embrace Social Value to ensure that all of the businesses we contract with are
supporting our local communities and adding value beyond their contractual requirement. We
will also ensure that we champion Social Value in all that we do.

We are committed to Social Value and support the Greater Manchester Social Value
Framework and Driving Social Value in GM Public Procurement paper.

We will develop and implement plans to shift more spend locally and embed social value into
purchasing decisions, this includes the creation of a Social Value Framework that will set out
how the Councils approach to social value will be strengthened and incorporated in the
majority of procurement activities (it will include how Social Value is embraced in
procurement, how commitments are linked to key performance indicators, and how
commitments are measured when delivered). One of our key activities in this area is to identify
and strengthen our local, VCSE and SME spend. There are a number of activities we will put
in place to give local suppliers and Small to Medium Enterprises (SME) the best possible
opportunity to supply and provide services to us. We will ensure that collaboration still
supports our communities through the effective use of strategies and through active
engagement with our suppliers.

Social Value will be used to reduce environmental impact in line with our Climate Emergency
declaration and commitment to be carbon neutral by 2038. We will support the actions and
activities set out in the Climate Action Strategy and a linked 2021 Bury Climate Action Plan
to reduce our emissions, promote sustainability, improve air quality as well as the health and
wellbeing of our communities.

In addition, consideration will be given through the pre-procurement stages as to any
fundamental changes to the Councils requirements that may support the Councils ambitions
in relation to its Climate Emergency declarations, e.g. dramatically reducing avoidable single
use plastics in the supply chain, reducing carbon emissions in the delivery of the contract,
etc.)

Social Value will also be used to further the ambitions of the ‘Lets Do It’ strategy in
supporting the creation of Community Wealth Building through creating pre-employment
opportunities, supporting workless residents, the Working Well Programme, and increasing
local people in employment.

Enablers

Adding Value
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We will show that procurement is much more than a process to be followed and instead play

a key role in adding value to Council spend and delivering against the vision and objectives
of the Lets Do It strategy. We will work proactively to understand emerging issues and support
the mitigation of risks. We will demonstrate this value through our targets and measures and
share good practice within the Council, as well as partners and colleagues across Greater
Manchester.

Developing Talent

We will develop and improve our procurement capabilities throughout the Council. We will
have an effective training programme and will continue to promote Continuous Professional
Development, both within Corporate Procurement and across the Council. We will review
opportunities to develop new skills and bring in additional expertise to strengthen our
approach when required. We will continue to engage in forums and networks across Greater
Manchester and wider to identify best practice and innovation and learn from lessons learnt
elsewhere.

Separate but connected to procurement skills and capabilities, are those of contract
management. The Council needs to move towards a position of strengthened contract
management, and consideration of how this is best achieved across the Council will be
necessary to support the requirements of the National Procurement Policy Statement.

Exploiting Digital Technology

We will also look to strengthen and maximise the use of our e-tendering platform and
opportunities to streamline processes through digitalisation. However, we recognise that one
size does not fit all, and we will therefore continue to engage face to face with our stakeholders
through events, drop in sessions, meet the buyer engagement, and training.

There is a wealth of procurement and spend data available to inform decisions and approach.
Through robust data analysis we can ensure that we manage, plan, monitor, and report on
procurement activity. We can use the data to inform our strategic procurement, forward plan
and identify opportunities for a collaborative approach.

Enabling Innovation

Procurement is rarely “black and white”, therefore we adopt a measured and risk managed
approach to ensure that we do not stifle innovation and creativity.

We will maximise the opportunities for innovation that will be presented through the new
Regulations. We will ensure that we provide an appropriate amount of structure and
governance, whilst allowing for flexibility and agility of approach based around risk first, but
ensuring simplicity and speed to market.

Embedding Change
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We recognise the importance of procurement to achieve our vision and objectives in the Lets

Do It strategy . We will ensure that procurement is a priority and is viewed as a vehice for
change. We will champion change and continuous improvement to help build back a better
Borough of Bury.

Consideration will be given to the centralisation of the procurement function across the
Council into a single team of procurement professionals to deliver a strategic procurement
service to the Councils services. Specialist commissioning support will likely remain within
Adults Social Care and Childrens & Young Peoples Services.

The Council needs to move towards a position of strengthened contract management, and
consideration of how this is best achieved across the Council will be necessary to support the
requirements of the National Procurement Policy Statement.
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4. Our Success

The Corporate Procurement Team will take ownership of this strategy but as a devolved
procurement service, the delivery of this strategy is a Council-wide responsibility.

As with any strategy it will be important to measure progress against targets and measures
to enable our success to be monitored and reported. However, this needs to be designed in
a way that ensures robustness and transparency without being overly bureaucratic and
burdensome.

- The LGA National Procurement Strategy for Local Government Toolkit provides
a useful baseline position from which to monitor and manage the success. This toolkit
has been developed to establish maturity levels in each of the key areas of the National
Procurement Strategy for Local Government in England 2022, to set our objectives
against them and then to assess our progress against those objectives

- Performance management data will be developed and reported at least annually.
This will include metrics such as savings, social value, local spend and compliance.

- Regular Feedback from internal and external stakeholders will be collated so the
procurement process can be adapted and continuously improved.

- Case studies will be developed to demonstrate the successes made through
procurement, including qualitative and quantitative data. These case studies will also
help to promote the benefits of procurement and encourage more proactive
engagement with the Corporate Procurement team.

Where can | get more information?

For further information please contact Bury Corporate Procurement

CorporateProcurement@bury.gov.uk


mailto:CorporateProcurement@bury.gov.uk
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Reportto: | Audit Committee Date: 12 October 2022
Subject: Compliance with the CIPFA Financial Management Code

Report of Section 151 Officer

Summary

1. This report presents information which highlights the Council's compliance
with the Financial Management Code issued by the Chartered Institute of
Public Finance and Accountancy (CIPFA).

Recommendation(s)

2. The Audit Committee is recommended to note the level of compliance with the
CIPFA Financial Management Code and the issues that require further
development.

Reasons for recommendation(s)

3. Adherence to the Financial Management code will support strong Financial
Management and resilience.

Alternative options considered and rejected

4, None

Report Author and Contact Details:

Name: Sam Evans

Position: Director of Finance
Department: Finance

E-mail: sam.evans@bury.gov.uk

Background

5. During 2019 the Chartered Institute of Public Finance and Accountancy
(CIPFA) issued the CIPFA Financial Management Code (FM Code), followed
in 2020 by the guidance notes to support this document which provided a
more comprehensive description of the requirements and how these could be
demonstrated.

6. Outlined in this report is an up-to-date position statement which shows how
the authority is placed against code compliance. Appendix 1 sets out the
requirements of the code and where changes are needed to meet the code in

full.
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Executive Summary

7. The code is not a set of rules to be followed but a set of principles in a format
that matches the financial management cycle and supports governance in
local authorities. A series of financial management standards set out the
professional standards needed if a local authority is to meet the minimum
standards of financial management acceptable to meet fiduciary duties to
taxpayers, customers and lenders.

8. A tightening of finances has placed local government under extreme financial
pressure and Bury has done much to transform services and reduce costs but
for these approaches to be successful it must also have good financial
management embedded within the organisation.

9. The Financial Management Code (FM Code) is designed to support good
practice in financial management and to assist local authorities in
demonstrating their financial sustainability. For the first time the FM Code sets
out the standards of financial management for local authorities.

10. There are six overarching principles on which the FM code is based

a. Organisational leadership — demonstrating a clear strategic direction
based on a vision in which financial management is embedded into
organisational culture.

b. Accountability — based on medium-term financial planning that drives
the annual budget process supported by effective risk management,
guality supporting data and whole life costs.

c. Financial management is undertaken with transparency at its core
using consistent, meaningful and understandable data, reported
frequently with evidence of periodic officer action and elected member
decision making.

d. Adherence to professional standards is promoted by the leadership
team and is evidenced.

e. Sources of assurance are recognised as an effective tool
mainstreamed into financial management, including political scrutiny
and the results of external audit, internal audit and inspection.

f. The long-term sustainability of local services is at the heart of all
financial management processes and is evidenced by prudent use of
public resources.

11. The CIPFA financial management standards are presented and explained in
Sections 1to 7 of the FM Code.

a. The responsibility of the Chief Finance Officer and Leadership team

Governance and financial management style

Long to medium-term financial management

The annual budget

Stakeholder engagement and business plans

Monitoring financial performance

g. External Financial Reporting

12. Each local authority must demonstrate that the requirements of the FM Code
are being satisfied. However, the FM Code is not expected to be considered

~0o0CT
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in isolation, and accompanying tools will form part of the collective suite of
evidence to demonstrate sound decision making and a holistic view is taken
13. Compliance with the FM code is considered to be the collective responsibility
of elected members, The Chief Finance Officer, the Head of Paid Service and
the Leadership Team
14.  The finance team will focus on the actions identified. A number of these
actions will be undertaken on the conclusion of the Finance Restructure and
transformation including: -
a. Completion of the finance restructure as per timetable and ensure good
appointments to any vacancies
b. Support development for all staff and accreditation through
professional accounting bodies

Further actions to ensure compliance: -

c. A programme of Budget holder and member education and training has
commenced but will need to continue and be developed further.

d. System enhancements are being reviewed to improve the budget
monitoring abilities of budget holders alongside training.

e. The development of improved financial monitoring and reporting,
working with services to link this with activity and outcomes.

f. The review of income and debt recovery for the authority with a clear
plan of improvement and reviews.

g. Work is currently under way to expand the use of benchmarking into
other directorates.

h. A review of reserves was undertaken as part of the 2021/22 accounts
process but a further in-depth review will be undertaken over the
summer of 2022/23 to understand the ability to add to the smoothing
reserve that was created as part of the 2022/23 budget setting process

i. Review of timeline to ensure reporting is undertaken in real time
enabling Executive team and Departmental Leadership teams to
respond in a timely manner.

15. Anupdated assessment has been carried out at APPENDIX A of the
Council's assessed level of compliance compared to the Standards contained
in the FM Code.

Links with the Corporate Priorities:
Please summarise how this links to the Let's Do It Strategy.

16. Good Financial Management ensures the resources to maintain the Council’
strategic leadership of the Let’'s do it! Strategy.

Equality Impact and Considerations:

Please provide an explanation of the outcome(s) of an initial or full EIA.

17.  There are no Equality Impact Considerations.
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Environmental Impact and Considerations:
Please provide an explanation of the carbon impact of this decision.

18. There are no Carbon Impact considerations.

Assessment and Mitigation of Risk:

Risk / opportunity Mitigation

if compliance with the FM code is not e Strong leadership of the Council
demonstrated, then the Authority’s financial e Experienced and  Qualified
sustainability could be called into question accountants working within the
resuiting in a negative impact with service who also undertake CPD
stakeholders

Legal Implications:

19. The preparation of annual accounts in compliance with the Accounts and
Audit Regulations 2015 and the latest CIPA code of practice ensures that the
Councils accounts are based on approved accountancy standards and
constitutes good accounting practice under the terms of s 21(2) of the Local
Government Act 2003.

Financial Implications:

20. The Chief Financial Officer (Section 151 Officer) has the Statutory
Responsibility (supported by the management team and elected members) for
ensuring compliance with the FM Code.

Background papers:
Appendix A — Financial Management Code — Evidence of Compliance

Appendix B — CIPFA Financial Management Code

Please include a glossary of terms, abbreviations and acronyms used in this
report.

Term Meaning
FM code Financial Management Code
CIPFA Chartered Institute of Public Finance and Accountancy
CPD Continued Professional Development




Requirement Bury Council Current Position
Section1 The Responsibilities of the Chief Finance Officer and the Leadership Team
Principals e Organisational leadership—demonstrating aclear strategicdirection based on a visionin which financial

managementis embedded into organisational culture.

e Accountability—based on medium-term financial planning that drives the annual budget process supported by
effectiverisk management, quality supporting dataand whole life costs.

e Financial managementis undertaken with transparency atits core using consistent, meaningful and
understandable data, reported frequently with evidence of periodic officeraction and elected member decision
making.

e Adherence to professionalstandardsis promoted by the leadershipteamandis evidenced.

® Sources of assurance are recognised as an effective tool mainstreamed into financial management, including
political scrutiny and the results of externalaudit, internal audit and inspection. B The long-term sustainability of
local servicesis atthe heartof all financial management processes andis evidenced by prudent use of public
resources

STANDARD A — The
leadership team
demonstrates thatthe
services provided by the
authority provide value for
money

Good financial management and the roles of elected members and leadership team. The ‘leadership team’ will include
executive committees, elected mayors, portfolio holders with delegated powers and other key committees of the authority
and seniorofficers.

Thisrole cannot be performedinisolation and requires the support of the other members of the leadership team.
Statutory responsibility forthe financial management of the authority rests with the CFO, the CFOis reliant on the actions
of the leadership team, both collectively and individually as elected members and senior officers.

CFO assessmentand
Actionsrequired

A VFM statementis provided alongside the statement of accounts.

The external Auditors report highlights any material errorsinthe accounts.

Executive members meetonaregularbasis with their portfolio holders

Executive teamis presented with and collectively challenge one another on the financial position of the Councils services
on a monthly basis

During 2022/23 thereisa Senior Leadership Development Programme where each service presents the key challenges and
issues facingtheirservice. Finance is due to presentin August

2021/22 saw the establishment of afinance and performance subgroup of the Overview and Scrutiny Committee which
allows greaterin depth scrutiny of financial issues
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Action: non identified

STANDARD B - The
Authority complies with
the CIPFA Statement on
the Role of the CFOin Local
Government

The chief financial officer (CFO) in a publicservice organisation:

The CFO is a key memberof the leadership team, helpingitto develop and implement strategy and to resource and
deliverthe authority’s strategic objectives sustainably and in the publicinterest

They must be activelyinvolvedin, and able to bringinfluenceto bearon, all material business decisions to ensure
immediate and longer-term implications, opportunities and risks are fully considered, and alignment with the
authority’s financial strategy

Must lead the promotion and delivery by the whole authority of good financial management so that publicmoney
issafeguarded atall times and used appropriately, economically, efficiently and effectively. To deliverthese
responsibilities the chieffinancial officer, mustlead and direct afinance functionthatis resourced to be fit for
purpose and must be professionally qualified and suitably experienced.

CFO assessmentand
Actions required

The Director of Finance isthe Councils S151 and Chief Financial Officer.

Action

The CFO is a full member of CIPFA with over 20 years of experience leading senior teams. She undertakes this role
of shared CFO between the Bury locality of NHS GM ICB and Bury Metropolitan Council (Director of Finance)

She has a weekly 121 with the Chief Executiveand is key member of the Executive team.

She has a fortnightly meeting with the cabinet memberfor Finance and frequent meetings with the Leaderto
discuss relevant subjects.

All Cabinetand Council reports are discussed in advance and require S151 comments and approval before they are
published

The Finance Directorate is currently undergoing arestructure to ensure itis fully resourced and fit for purpose. All
seniorroles will need to be appropriatelyqualified with evidence of CPD. All unqualified or part qualified staff will
be supported to undertake formal and informal training. To support us with the current and future recruitment we
are recruitingasignificant number of apprentice posts through the directorate.

Complete the finance restructure as pertimetableand ensure good appointments to any vacancies
Support Development of all staff
Apply foraccreditation through the professional accountancy bodies

Section 2

Governance and Financial Management Style

STANDARD C-The
leadership team
demonstratesinits actions

Good governanceis evidenced by actions and behaviours as well as formal documentation and processes. The tone and
action at the top are critical in thisrespect, and rest with the leadership team —both senior officers and elected members,
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and behaviours
responsibility for
governance andinternal
control

as well asthe CFO. A successful leadership team has a culture of constructive challenge that excludes an optimism biasin

favour of a realism biasandisbuilton a rigorous examination of goals, underlying assumptions and implementationplans.

Recruitment of independent members of audit committee?

CFO assessmentand
Actions required

The constitution defines the roles of Head of paid Service and the monitoring officer. The finance Procedure Rules are
evidence of ascheme of delegation that ensures that frontline responsibility for internal and financial control starts with
those who have managementroles.

Terms of reference for Auditand Member Standards Committee as the Council’s Audit Committee coverthe areas
referenced.

Trainingis produced and delivered to Audit Committee membersand all Elected Members by the CFO and Deputy Chief
Finance Officer. Once the finance restructure is recruited to furthertraining will be undertaken with budget holders
The Executive Team meets once per week and meetings are divided into two sections, one for normal businessand a
second section to discuss relevant Financial matters such as MTFS and savings proposals to close future years financial
gaps.

Action: non identified

STANDARD D - The
Authority appliesthe
CIPFA/SOLACE Delivering
Good Governancein Local
Government: Framework
2016

Governance comprises the arrangements putin place to ensure that the intended outcomes for stakeholders are defined
and achieved. This CIPFA/SOLACE framework recommends that the review of the effectiveness of the system of internal
control that are required to undertake by their respectiveaccounts and audit regulations should be reported inan annual
governance statement.

The fundamental function of good governance in the publicsectoristo ensure that entities achievetheirintended
outcomes while actingin the publicinterestatall times.

CFO assessmentand
Actionsrequired

The Council prepares and Annual Governance Statementin line with the framework. The AGSis approved by Executive
Team and Audit Committee inadvance of itsinclusionin the accounts and presentation to Cabinet.
Action: non identified

STANDARD E - The
Financial Management
Style of the authority
supportsfinancial
sustainability

The financial management challenges faced by many local authorities are unprecedented in recent history and show no
signs of easing. Thisis significant because it means that different styles of financial management are necessary. Financial
sustainability will not be achieved by continuing with the behaviours of the past since these do not meetthe demands of
the present—or the future, which may be even more challenging. To remain financially sustainable authorities, need to
develop theirfinancial management capabilities.
CIPFA believes thatthe strength of financial management within an organisation can be assessed by a hierarchy of three
‘financial management (FM) styles’:

e deliveringaccountability

e supportingperformance
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e enablingtransformation.
CIPFArecognisesthat while the highest standards of financial management should be the expectation, in practice some
local authorities are at different stages of development. Inthese circumstances, compliance with the FM Code may initially
be achieved by credible proposals to raise financial standards beyond the basicdelivery of accountability

CFO assessmentand
Actions required

The Executive team alongside the CFO recognise the need for an appropriately qualified and skilled finance team and are
supportingthe Finance restructure and increased training and development within the service. Thereisaneedforan
enhanced understanding of budgets and financial planning by all budget holders across the authority and an understanding
of the relationships between capital programmes, F&C, reserves, MTFS and cash flow.
Action:
e Followingthe restructureand recruitment to vacancies, transformation ways of working and behaviours will be led
partly by HR and partly by the new Finance Management team.
e A programme of Budget holderand membereducation and training has commenced but will need to continue and
be developed further.
e The developmentof improved financial monitoring and reporting, working with services to link this with activity
and outcomes.
e Thereviewofincome and debtrecoveryforthe authority with aclear plan of improvementand reviews.

Section3

Medium to Long Term Financial Management

STANDARD F-The
authority has carriedout a
credible and transparent
Financial Resilience
Assessment

An authority must ensure that while the formal publication of the medium-term financial plan (MTFP) may only reflect
governmentsettlements, itis the responsibility of the leadership of the organisation, including elected members, senior
managementand the section 151, to have a long-term financial view acknowledging financial pressures.

e Reservesdepletiontime

e Levelofreserves

e Chargeinreserves

e Council budgetflexibility

e Council taxto netrevenue expenditureratio

CFO assessmentand
Actions required

The Finance Service prepares best, worstand expected case scenarios how the budget might be balanced in each of these
scenarios.

The Finance Resilience index published in December 2021 shows areas of higherrisk (reserves sustainability and social care
ratio) and lowerrisk (debtand levels of reserves) and these have beenincorporated into the budget process.
Benchmarking within Adult Social Care has been used extensively and with good effect.

Actions:
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e On appointmentof aChief Accountant, they will undertake a detailed Financial Resilience Review

e We recognise the significance of balancing the budget with reservesin recentyearsthatis not sustainable. The
MTFS therefore aimstoreduce the reliance on reserves whilst transformational change is embedded.

e Workiscurrently underway to expand the use of benchmarkinginto otherdirectorates.

e Continuedoverspendingin CYP due to high demand of services and the impact of COVID, howeverwork continues
to addressthe underlyingissues.

e Areview of reserves was undertaken as part of the 2021/22 accounts process buta further in-depth review will be
undertaken overthe summerof 2022/23 to understand the abilityto add to the smoothing reserve that was
created as part of the 2022/23 budget setting process

STANDARD G - The
authority understandsits
prospects forfinancial
sustainability inthe longer
termand has reported this
clearlytomembers

The authority will need to demonstrate how the risks identified (see above) have informed along-term financial strategy.
Thisshouldinclude astatement that sets out both the vision and the underlying strategy, together with the mix of
interventions that the organisation will adoptin delivering services to achieve the intended outcomes —this should be the
corporate plan.

CFO assessmentand
Actionsrequired

The authority currently hasa 4 year MTFS and a 30 year HRA business plan. The GM Treasurers regularly benchmark their
MTFS assumptions with one another
Actions:
o To furtherreview the HRA business plan and undertake sensitivity analysis on it
e Inviewofthe current national economic outlook andrisinglevels of inflation and cost of living crisis the MTFS will
be reviewed and subjectto further sensitivity analysis and stress testing

STATEMENT H - The
authority complies withthe
CIPFA Prudential Code for
Capital Finance in Local
Authorities

The Prudential code stressesthatalonger-term approachis necessary to ensure that Capital strategy and asset
management plans are sustainable.
The Capital Strategy should contain the following

e Capital strategy

e Balance sheetmanagement

e longtermyvision

e Commercial investmentactivity - relevant guidance on borrowing foracquisitions of commercial properties, alocal

authority should not put publicmoney and services atrisk.

CFO assessmentand
Actionsrequired

The Council prepares a Capital Strategy in compliance with the Prudential Code thatincludesinformation on Assets/vehicle
Management Plans and Condition Surveys.
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Actions:
e Arevenue modelto be preparedtoidentify the longertermimplications of capital and commercial investment.
e Establishment of a capital gateway and planning board with a subcommittee specifically for Education

STATEMENT I - The
authority hasa rolling
multi-year Medium Term
Financial Plan consistent
with sustainable service
plans

The MTFP should enable the leadership team to have confidence inits long-term strategy forits financial sustainability.
Importantly, financial and operational plans must be demonstratively aligned to the strategy at all levels.

CFO assessmentand
Actions required

The authority prepares a MTFS in accordance with guidelines

Actions:
e Furtherdevelopthe MTFS by improving techniques and sensitivity analysis.
e Review ofthe use of reserves to ensure financial resilience
e Corporate challenge regarding unachieved savings

Section4

The Annual Budget

STANDARD J - The
authority complies withits
statutory obligationsin
respect of the budget
setting process

Local authorities need to ensure that they are familiar with the legislative requirements of the budget setting process. CFO
will needtowork closely with the chief executive, monitoring officerand the leadership teamto ensure statutory
processes and a timetable necessary to seta legal budgetare understood. The monitoring officeris the custodian of the
constitution.

CFO assessmentand
Actionsrequired

The council produces a detailed budget report supported by the MTFS, Treasury management strategy and capital strategy.
Work begins onthe budgetin advance of the local government settlement and specificelected membertrainingis
delivered onthe budgetand seniormembers of the finance team also work with each political party to supportthemin
developingtheiralternative budget. Budget presentations are also delivered to political groups ahead of the formal
governance processes

The governance process includes taking the annual budget through Overviewand Scrutiny Committee and Cabinet prior to
being presented at annual Budget Council

Actions: None |dentified.

STANDARD K - The budget
reportincludesa
statement by the Chief
Finance Officeronthe

The bestbudget plans are those owned and articulated by the whole leadership team and senior managers, not simply the
CFO.

Itisthe responsibility of the CFO to advise the local authority on the appropriate level of reserves and the robustness of the
estimates.
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robustness of the
estimatesand astatement
of the adequacy of the
proposed financial reserves

The budget should show detail and explanations of all reserves with estimates.

CFO assessmentand
Actions required

The MTFS includes astatement from the chief finance officer on the robustness of estimates and astatementonthe
adequacy of the proposed reserves. Arisk assessed minimum level of reservesisincluded inthe MTFS. The information
fromthe CIPFAResilience Indexwasincluded in the MTFS.

Actions: None Identified.

Section5

Stakeholder engagement and business cases

STANDARD L - The
Authority has engaged with
key stakeholdersin
developingitslongterm
financial strategy, medium
termfinancial planand
annual budget

Stakeholder consultation helps to encourage community involvement not justinthe design of services butin theirongoing
delivery. Thisis especially the case when alocal authority adopts an enabling approach to publicservice delivery which,
alongwith the active involvement of the third sector, may facilitate future reductionsin service costs.

CFO assessmentand
Actionsrequired

The council takes the MTFS and budgetto Cabinet and O&S committee as part of consultation. Staff groups andthe public

are also consulted oninterms of any savings proposals which may impact service users, residents or staff
Actions: None Identified

STANDARD M - The
authority usesa
documented option
appraisal methodology to
demonstrate the VFMof its
decisions

The authority’s decisions must be informed by clear business cases based on the application of appropriation option
appraisal techniques. Professional accountants can be expected to comply Investment Appraisal for Sustainable Value
Creation.

It isthe responsibility of the CFO to ensure that all material decisions are supported by an option appraisal whichinits
rigourand sophisticationis appropriate forthe decision being made.

All decisions are supported by appropriate business cases

CFO assessmentand
Actionsrequired

Finance staff are involvedin all Business Cases presented to Cabinet as part of the Budgetand MTFS.
Actions:
e Todevelopthe capital gateway process forall capital investments.

e Followingthe introduction of Business Partners furtherrefine and develop the Business Case process forrevenue
expenditure and income generation

Section 6

Monitoring Financial Performance
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STANDARD N - The
Leadership Team takes
action usingreports
enablingittoidentifyand
correct emergingrisksto
itsbudget strategy and
financial sustainability

Significant unplanned overspends and/or carrying forward undelivered savings into the following year might be asign that
an authorityis not translatingits policy decisionsinto actions. Itis a requirement of this code that authorities should more
closely monitorthe material elements of their balance sheet that may give indications of adeparture from financial plans.

CFO assessmentand
Actions required

Budget monitoringand reportingis undertaken and reported to the Executive team and finance staff regularly meet with
the senior managers within services

Actions:
e Systemenhancements are beingreviewed toimprove the budget monitoring abilities of budget holders alongside
training.

e Reviewoftimelinetoensure reportingis undertakenin real time enabling Executive team and Departmental
Leadership teamstorespondinatimely manner.

STANDARD O - The
Leadership Team monitors
the elements of its balance
sheetwhich pose a
significantrisktoits
financial stability

Itisa requirement of this code that authorities should more closely monitor the material elements of their balance sheet
that may give indications of a departure from financial plans.

CFO assessmentand
Actionsrequired

The monitoring of the balance sheet occurs quarterly and at yearend.
Actions:
e The formation of a monthly reportto monitorthe activity of the balance sheet with projections for cash flow, debt,
investments and borrowing.

Section?7

External Financial Monitoring

Evidence of Compliance

STANDARD P - The Chief
Finance Officer has
personal responsibility for
ensuring thatthe statutory
accounts providedto the
local authority comply with

The CIPFA Statementrequires that the statements of account are published on atimely basis to communicate the
authority’s activities and achievements, its financial position and performance. It also requires certification of the accounts
by the chief finance officer. The confirmation that the accounts presenta ‘true and fair’ view is one of the fundamental
roles of the statutory chief finance officer. The statutory and professional frameworks forthe production and publication of
the accounts underpin theirimportance and demonstrate that they have akey part to play in accountability to taxpayers
and otherstakeholdersin showing how publicmoneyis used.
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the Code of Practice on
Local Authority Accounting
inthe United Kingdom

CFO assessmentand
Actionsrequired

The accounts are reviewed in detail by the CFO and DCFO. Assurance is provided through External Audit and Internal Audit
Actions: None Identified.

STANDARD Q- The
presentation of the final
outturn figuresand
variations from budget
allow the leadership team
to make strategicfinancial
decisions

Itiskeyto ensure thatthe authority anditsleadership understand how effectively its resources have been utilised during
theyear, includinga process which explains how material variances from initialand revised budgets to the outturn
reportedinthe financial statements have arisen and been managed.

CFO assessmentand
Actionsrequired

The Executive Team are presented with the outturn position and key variances priorto publication of the accountsandina
timely manner. Comments and questions are reviewed and answered.
Actions: None Identified.
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CIPFA, the Chartered Institute of Public Finance and Accountancy, is the professional body for people in

public finance. Our 14,000 members work throughout the public services, in national audit agencies, in major
accountancy firms, and in other bodies where public money needs to be effectively and efficiently managed.
As the world’s only professional accountancy body to specialise in public services, CIPFA’s qualifications are the
foundation for a career in public finance. We also champion high performance in public services, translating our
experience and insight into clear advice and practical services. Globally, CIPFA shows the way in public finance
by standing up for sound public financial management and good governance.

CIPFA values all feedback it receives on any aspects of its publications and publishing programme. Please
send your comments to customerservices@cipfa.org.

Our range of high quality advisory, information and consultancy services help public bodies — from small
councils to large central government departments — to deal with the issues that matter today. And our
monthly magazine, Public Finance, is the most influential and widely read periodical in the field.

Here is just a taste of what we provide:

TISonline CIPFA-Penna recruitment services
Benchmarking Research and statistics

Advisory and consultancy Seminars and conferences
Professional networks Education and training

Property and asset management services

Call or visit our website to find out more about CIPFA, our products and services —and how we can support
you and your organisation in these unparalleled times.

020 7543 5600
customerservices@cipfa.org
www.cipfa.org
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Executive summary

The tightening fiscal landscape has placed the finances of local authorities under
intense pressure. Where finance in local government works well there is often a common
understanding and ownership of issues supported by good financial management.

While organisations have done much to transform services, shape delivery and streamline
costs, for these approaches to be successful it is crucial to have good financial management
embedded as part of the organisation. Good financial management is an essential element of
good governance and longer-term service planning, which are critical in ensuring that local
service provision is sustainable.

The Financial Management Code (FM Code) is designed to support good practice in financial
management and to assist local authorities in demonstrating their financial sustainability.
For the first time the FM Code sets out the standards of financial management for

local authorities.

Local government finance in the UK is governed by primary legislation, regulation

and professional standards as supported by statutory provision. The general financial
management of a local authority, however, has not until now been supported by a
professional code. The FM Code has been introduced because the exceptional financial
circumstances faced by local authorities have revealed concerns about fundamental
weaknesses in financial management, particularly in relation to organisations that may be
unable to maintain services in the future. There is much good practice across the sector, but
the failures of a small number threatens stakeholders’ confidence in local government as

a whole. Most importantly, the financial failure of just one local authority is one too many
because it brings with it a risk to the services on which local people rely.

This publication has several components. The first is an introduction explaining how the FM
Code applies a principles-based approach and how it relates to other statutory and good
practice guidance on the subject. This is a good starting point for those new to the FM Code.

This introduction is followed by the CIPFA Statement of Principles of Good Financial
Management. These six principles have been developed by CIPFA in collaboration with senior
leaders and practitioners who work within or have a stake in good local authority financial
management. These principles are the benchmarks against which all financial management
should be judged. CIPFA’s view is that all financial management practices should comply with
these principles.

To enable authorities to test their conformity with the CIPFA Statement of Principles of Good
Financial Management, the FM Code translates these principles into financial management
standards. These financial management standards will have different practical applications
according to the different circumstances of each authority and their use should therefore
reflect this. The principle of proportionality is embedded within this code and reflects a
non-prescriptive approach.
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The purpose of the FM Code itself is to establish the principles in a format that matches
the financial management cycle and supports governance in local authorities. A series

of financial management standards set out the professional standards needed if a local
authority is to meet the minimal standards of financial management acceptable to meet
fiduciary duties to taxpayers, customers and lenders. Since these are minimum standards,
CIPFA’s judgement is that compliance with them is obligatory if a local authority is to meet
its statutory responsibility for sound financial administration. Beyond that, CIPFA members
must comply with it as one of their professional obligations.

While the statutory local authority budget setting process continues to be on an annual basis,
a longer-term perspective is essential if local authorities are to demonstrate their financial
sustainability. Short-termism runs counter to both sound financial management and

sound governance.

Reflecting on the importance of longer term financial planning, one of the objectives of the
FM Code is to support organisations to demonstrate that they have the leadership, capacity
and knowledge to be able to plan effectively. This must be balanced against retaining the
integrity of the annual budget preparation process when the need to make difficult decisions
may threaten its integrity.

CIPFA recognises that local authorities may need additional practical guidance on some
aspects of the FM Code. Such ‘hands on’ guidance will be produced by CIPFA to meet
practitioner demand.
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Introduction

The Financial Management Code (FM Code) is designed to support good practice in financial
management and to assist local authorities in demonstrating their financial sustainability.
The FM Code therefore for the first time sets the standards of financial management for local
authorities.

One of the strengths of UK local government is its diversity, with authorities having a
different organisational culture — even those of the same size and type. It is this that allows a
close relationship between local authorities and the communities that they serve. Its style of
financial management should reflect, for example, its reliance on local tax income or scope to
utilise additional grant or generate trading income. This code is therefore not prescriptive.

The FM Code is based on a series of principles supported by specific standards which are
considered necessary to provide the strong foundation to:

= financially manage the short, medium and long-term finances of a local authority
®  manage financial resilience to meet unforeseen demands on services

®  manage unexpected shocks in their financial circumstances.

The FM Code is consistent with other established CIPFA codes and statements in being based
on principles rather than prescription. This code incorporates their existing requirements

on local government so as to provide a comprehensive picture of financial management in
the authority.

Each local authority (and those bodies designated to apply the FM Code) must demonstrate
that the requirements of the code are being satisfied. Demonstrating this compliance with the
FM Code is a collective responsibility of elected members, the chief finance officer (CFO) and
their professional colleagues in the leadership team. It is for all the senior management team
to work with elected members in ensuring compliance with the FM Code and so demonstrate
the standard of financial management to be expected of a local authority. In doing this the
statutory role of the section 151 officer will not just be recognised but also supported to
achieve the combination of leadership roles essential for good financial management.

While CIPFA has provided leadership, the development of the FM Code reflects a recognition
that self-regulation by the sector must be the preferred response to the financial
management failures that have the potential to damage the reputation of the sector as

a whole. The FM Code has sought therefore to rely on the local exercise of professional
judgement backed by appropriate reporting. To ensure that self-regulation is successful,
compliance with the FM Code cannot rest with the CFO acting alone.

Significantly, the FM Code builds on established CIPFA Prudential and Treasury Management
Codes which require local authorities to demonstrate the long-term financial sustainability
of their capital expenditure, associated borrowing and investments. The introduction of the
Prudential Framework based on the CIPFA codes enabled local authorities to make their own
capital finance decisions on matters that had hitherto been subject to central government
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control. The FM Code should not be considered in isolation and accompanying tools, including
the use of objective quantitative measures of financial resilience, should form part of the
suite of evidence to demonstrate sound decision making.
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The CIPFA Statement
of Principles of Good
Financial Management

The FM Code applies a principle-based approach. It does not prescribe the financial
management processes that local authorities should adopt. Instead, this code requires that
a local authority demonstrates that its processes satisfy the principles of good financial
management for an authority of its size, responsibilities and circumstances. Good financial
management is proportionate to the risks to the authority’s financial sustainability posed
by the twin pressures of scarce resources and the rising demands on services. The FM Code
identifies these risks to financial sustainability and introduces an overarching framework of
assurance which builds on existing best practice but for the first time sets explicit standards
of financial management. These are minimum standards, which for many in the sector are
self-evident. Recent experience in some local authorities suggests, however, that they are by
no means universally achieved.

The underlying principles that inform the FM Code have been developed in consultation with
senior practitioners from local authorities and associated stakeholders. The principles have
been designed to focus on an approach that will assist in determining whether, in applying
standards of financial management, a local authority is financially sustainable.

B Organisational leadership — demonstrating a clear strategic direction based on a vision
in which financial management is embedded into organisational culture.

B Accountability — based on medium-term financial planning that drives the annual
budget process supported by effective risk management, quality supporting data and
whole life costs.

B Financial management is undertaken with transparency at its core using consistent,
meaningful and understandable data, reported frequently with evidence of periodic
officer action and elected member decision making.

®  Adherence to professional standards is promoted by the leadership team and
is evidenced.

®  Sources of assurance are recognised as an effective tool mainstreamed into financial
management, including political scrutiny and the results of external audit, internal audit
and inspection.

B The long-term sustainability of local services is at the heart of all financial
management processes and is evidenced by prudent use of public resources.

The FM Code has been developed and tested in partnership with a range of different types of
local authorities. However, given the diversity of UK local government, it is not possible (or
desirable) for the FM Code to anticipate all eventualities. If any doubt arises as to whether
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or how the FM Code should be applied, then reference should be made to these Principles

of Good Financial Management to establish whether the proposed financial management
practice is acceptable. A financial management practice that conflicts with one or more of
these principles will not be acceptable if not explicitly ruled out by the financial management
standards contained in the FM Code.
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The applicability and structure
of the Financial Management
Code

CIPFA’s intention is that the Financial Management Code (FM Code) will have the same scope
as the Prudential Code for Capital Finance in Local Authorities (CIPFA, 2017), which promotes
the financial sustainability of local authority capital expenditure and associated borrowing.
So, although the FM Code does not have legislative backing, it applies to all local authorities,
including police, fire, combined and other authorities, which:

® in England and Wales are defined in legislation for the purposes of Part 1 of the Local
Government Act 2003

B in Scotland are defined in legislation for the purposes of Part 7 of the Local Government
in Scotland Act 2003, or to the larger bodies (such as integration joint boards) to which
Section 10 of this Act applies

B in Northern Ireland are defined in legislation for the purposes of Part 1 of the Local
Government Finance Act (Northern Ireland) 2011.

While the FM Code applies to all local authorities, it recognises that some have different
structures and legislative frameworks. Where compliance with this code is not possible,
adherence to the principles is still considered appropriate.

In addition to its alignment with the Prudential Code for Capital Finance in Local
Authorities (CIPFA, 2017), the FM Code also has links to the Treasury Management in the
Public Sector Code of Practice and Cross Sectoral Guidance Note (CIPFA, 2017) and the
annual Code of Practice on Local Authority Accounting in the United Kingdom. In this way
the FM Code supports authorities by re-iterating in one place the key elements of these
statutory requirements.

Although it may be expressed differently across the different jurisdictions of the UK, the FM
Code is also further supported by statutory requirement, or all local authorities to have sound
financial management.

Section 151 of the Local Government Act 1972 requires that every local authority in England
and Wales should “... make arrangements for the proper administration of their financial
affairs and shall secure that one of their officers has responsibility for the administration of
those affairs.”

Section 95 of the Local Government (Scotland) Act 1973 substantially repeats these words for
Scottish authorities.

In Northern Ireland, Section 54 of the Local Government Act (Northern Ireland) 1972 requires
that “a council shall make safe and efficient arrangements for the receipt of money paid to it
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and the issue of money payable by it and those arrangements shall be carried out under the
supervision of such officer of the council as the council designates as its chief finance officer.”

CIPFA’s judgement is that compliance with the FM Code will assist local authorities to
demonstrate that they are meeting these important legislative requirements.

In addition to the requirements of primary legislation and associated CIPFA Codes, an
authority’s prudent and proper financial management is informed by a framework of
professional codes of practice and guidance, including:

® the CIPFA Statements of Professional Practice (SOPP) (including ethics)
m  the CIPFA Statement of the Role of the Chief Financial Officer
m  the CIPFA Statement on the Role of the Chief Financial Officer in Local Government

m the CIFFA Statement on the Role of the Chief Finance Officer of the Police and Crime
Commissioner and the Chief Finance Officer of the Chief Constable.

CIPFA considers the application of the FM Code to be a professional responsibility of all its
members, regardless of their role in the financial management process. More specifically,
the FM Code clarifies CIPFA’s understanding of how CFOs should satisfy their statutory
responsibility for good financial administration. The responsibilities of the CFO are both
statutory and professional. Notwithstanding these specific expectations of CIPFA members,
the primary purpose of the FM Code is to establish how the CFO — regardless of whether or
not they are a CIPFA member — should demonstrate that they are meeting their statutory
responsibility for sound financial administration.

The code has clear links to a number of value for money characteristics such as sound
governance at a strategic, financial and operational level, sound management of resources
and use of review and options appraisal. Where an overriding duty of value for money exists,
this serves to give indirect statutory support to important elements of this code.

The manner in which compliance with the FM Code is demonstrated will be proportionate
to the circumstances of each local authority. Importantly, however, contextualising the FM
Code cannot be done according only to the size of the authority but also according to the
complexity and risks in its financial arrangements and service delivery arrangements.

CIPFA considers application of the FM Code to be a collective responsibility of each
authority’s organisational leadership team.

CIPFA believes that this FM Code merits the type of statutory backing given to some other
CIPFA codes and furthermore there is support for this approach within local government and
its stakeholders. Equally, however, CIPFA recognises that such backing demands enabling
primary legislation that at present has not been identified. CIPFA will continue to work with
the jurisdictions of the different parts of the UK to provide statutory backing to the FM Code.
At present it is difficult to envisage circumstances in which the absence of statutory backing
for the FM Code would provide a reason for non-compliance.
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APPLICATION DATE

Local authorities are required to apply the requirements of the FM Code with effect from

1 April 2020. This means that the 2020/21 budget process provides an opportunity for
assessment of elements of the FM Code before April 2020 and to provide a platform for good
financial management to be demonstrable throughout 2020/21. Local authorities will need

to ensure that their governance and financial management style are fit in advance for this
purpose. CIPFA has also considered the ambition within this code, the timescale and of course
the wider resource challenges facing local authorities. Consequently CIPFA considers that the
implementation date of April 2020 should indicate the commencement of a shadow year and
that by 31 March 2021, local authorities should be able to demonstrate that they are working
towards full implementation of the code. The first full year of compliance with the FM Code
will therefore be 2021/22. Earlier adoption is of course encouraged.

It is the duty of each local authority to adhere to the principles of financial management.

To enable authorities to test their conformity with the CIPFA Principles of Good Financial
Management, the FM Code translates these principles into financial management standards.
These financial management standards will have different practical applications according to
the different circumstances of each authority.

The structure of the FM Code

The CIPFA financial management standards are presented and explained in Sections 1 to 7 of
the FM Code.

Sections 1 and 2 address important contextual factors which need to be addressed in the
first instance if sound financial management is to be possible. The first deals with the
responsibilities of the CFO and leadership team, the second with the authority’s governance
and financial management style. From a professional perspective, these factors are the most
challenging to codify as they largely concern ‘soft skills’ and behaviours. Nonetheless, it

will be seen that even for these factors, there are recognised standards of best practice that
authorities must adopt if their organisational culture is to be favourable for sound financial
management. A ‘tick box’ compliance with these standards alone, however, will not be
sufficient if they do not promote the behaviours necessary for good financial management.

The remaining Sections 3 to 7 address the requirements of the financial management cycle,
with Section 3 stating the need for a long-term approach to the evaluation of financial
sustainability. To make well informed decisions all these elements of the cycle need to

be fit for purpose. The development of a high-quality long-term financial strategy will not
itself promote financial sustainability if, for example, the authority’s annual budget setting
process (Section 4), stakeholder engagement and business cases (Section 5) and performance
monitoring arrangements (Section 6) are inadequate. The cycle is completed by Section 7,
which shows how high-quality financial reporting supports the financial management cycle
by ensuring that it rests on sound financial information.

CIPFA’s expectation is that authorities will have to comply with all the financial management
standards if they are to demonstrate compliance with the FM Code. It is again most important
that practitioners recognise that, while compliance with the CIPFA financial management
standards is obligatory, the FM Code is not prescriptive about how this is achieved.
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In the accompanying guidance notes CIPFA sets out practices that local authorities can adopt
to ensure compliance with the FM Code. These practices are not prescribed by the FM Code,
but rather offered as a starting point for local authorities needing to raise their approach to
financial management to the minimum standard set out in the FM Code. CIPFA may issue
support and clarify application of the FM Code. Authorities can develop their own good
practice and are encouraged to do so.

As high-level statements, the overarching CIPFA financial management standards apply

to the police service. CIPFA recognises, however, that this type of organisation has in some
respects different practices from other local authorities. In addition, the creation of bespoke
combined authorities means that some flexibility is required in the application of the FM
Code for their circumstances. This may be achieved by applying some standards to each

of the component bodies and others directly to the combined authority itself. In all cases,
when an authority has unique governance arrangements the CIPFA Principles of Financial
Management should be used to resolve any doubt about the application of articular financial
management standards.

Financial management standards are to be guided by proportionality. It is appropriate for
different financial management approaches to apply to high-value/high-risk items that alone
may determine the financial sustainability of the organisation as distinct from low-value/
low-risk items. In satisfying the demands of the financial management standards it may

be appropriate to apply different standard practices according to the scale and risks of each
category of income or expenditure. The intention is that authorities demonstrate a rigorous
approach to the assessment and mitigation of risk so that financial management expertise is
deployed effectively given the circumstances faced by the authority.

Nonetheless, in acknowledging the need for proportionality in applying some aspects of the
FM Code, an authority still needs to recognise that when aggregated, a failure to manage
individual low-value/low-risk items may still threaten financial sustainability. The FM Code
seeks to promote the good financial management of the standard, typical or familiar local
authority activities just as much as it promotes the good financial management of the
unusual, exceptional and unfamiliar. Essentially, the FM Code recognises that getting the
routine business right is crucial for good financial management.
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The CIPFA financial management standards

Summary table of CIPFA financial management standards

FM standard CIPFA financial

reference

management standards

Section 1: The responsibilities of the chief finance officer and leadership team
The leadership team is able to demonstrate that the services provided by the
authority provide value for money.

The authority complies with the CIPFA Statement on the Role of the Chief Finance
Officer in Local Government.

Section 2: Governance and financial management style

The leadership team demonstrates in its actions and behaviours responsibility for
governance and internal control.

The authority applies the CIPFA/SOLACE Delivering Good Governance in Local
Government: Framework (2016).

The financial management style of the authority supports financial sustainability.
Section 3: Long to medium-term financial management

The authority has carried out a credible and transparent financial resilience assessment.
The authority understands its prospects for financial sustainability in the longer
term and has reported this clearly to members.

The authority complies with the CIPFA Prudential Code for Capital Finance in

Local Authorities.

The authority has a rolling multi-year medium-term financial plan consistent with
sustainable service plans.

Section 4: The annual budget

The authority complies with its statutory obligations in respect of the

budget setting process.

The budget report includes a statement by the chief finance officer on the robustness
of the estimates and a statement on the adequacy of the proposed financial reserves.
Section 5: Stakeholder engagement and business plans

The authority has engaged where appropriate with key stakeholders in developing
its long-term financial strategy, medium-term financial plan and annual budget.
The authority uses an appropriate documented option appraisal methodology to
demonstrate the value for money of its decisions.

Section 6: Monitoring financial performance

The leadership team takes action using reports enabling it to identify and correct
emerging risks to its budget strategy and financial sustainability.

The leadership team monitors the elements of its balance sheet that pose a
significant risk to its financial sustainability.

Section 7: External financial reporting

The chief finance officer has personal and statutory responsibility for ensuring
that the statement of accounts produced by the local authority complies with the
reporting requirements of the Code of Practice on Local Authority Accounting in the
United Kingdom.

The presentation of the final outturn figures and variations from budget allows the
leadership team to make strategic financial decisions.
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Leadership

A.The
leadership
team is able to
demonstrate
that the
services
provided by the
authority
provide value
for moneuy.

B. The
authority
complies with
the CIPFA
Statement on
the Role of the
Chief Finance
Officer in Local
Government.

0. The
leadership
team monitors
the elements of
its balance
sheet that pose
a significant
risk to its
financial
sustainability.

Accountability

D. The
authority
applies the
CIPFA/SOLACE
Delivering Good
Governance in
Local
Government:
Framework
(2016).

P. The chief
finance officer
has personal and
statutory
responsibility for
ensuring that the
statement of
accounts
produced by the
local authority
complies with the
reporting
requirements of
the Code.

Q. The presenta-
tion of the final
outturn figures
and variations
from budget
allows the
leadership team
to make strategic
financial
decisions.

Transparency

L. The authority
has engaged
where appropri-
ate with key
stakeholders in
developing its
long-term
financial
strategy,
medium-term
financial plan
and annual
budget.

M. The authority
uses an
appropriate
documented
option appraisal
methodology to
demonstrate the
value for money
of its decisions.

FM Code

Standards

H. The
authority
complies with
the CIPFA
Prudential Code
for Capital
Finance in
Local
Authorities.

J. The authority
complies with
its statutory
obligations in
respect of the
budget setting
process.

K. The budget
report includes
a statement by

the chief
finance officer
on the
robustness of
the estimates
and a statement
on the
adequacy of the
proposed
financial
reserves.

Assurance

C.The
leadership
team demon-
strates in its
actions and
behaviours
responsibility
for governance
and internal
control.

F. The authority
has carried out
a credible and
transparent
financial
resilience
assessment.

N. The
leadership
team takes

action using
reports
enabling it to
identify and
correct
emerging risks
to its budget
strategy and
financial
sustainability.

Sustainability

E. The financial
management
style of the
authority
supports
financial
sustainability.

G. The
authority
understands its
prospects for
financial
sustainability
in the longer
term and has
reported this
clearly to
members.

I. The authority
has a rolling
multi-year
medium-term
financial plan
consistent with
sustainable
service plans.
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SECTION 1

The responsibilities of the
chief finance officer and
leadership team

Local authorities in the UK use different democratic models. While the committee and the
cabinet system are the most common there are also a number of direct elected mayors in
England. Regardless of the model, responsibility for corporate financial sustainability rests
with those responsible for making executive decisions with the support of their professional
advisors. Elected members need to work effectively with officers and other stakeholders to
make difficult decisions and to identify and deliver savings when required.

While the legislative context differs across the different jurisdictions of the UK, all local
authorities must deliver value for money. This is an overarching requirement that informs the
application of the other financial management standards in the FM Code.

Financial Management Standard A

The leadership team is able to demonstrate that the services provided by the authority provide
value for money.

The role of the leadership team

The delivery of value for money will ultimately be dependent on decisions made by

elected members. It is for the leadership team to ensure that the authority’s governance
arrangements and style of financial management promote financial sustainability. It is the
elected members who are held to account by local people when a local authority fails, but an
important element of collective decision making is to understand the risks and appreciate
the different statutory responsibilities of those involved. Good financial management is

the responsibility of the whole leadership including the relevant elected members. It is the
responsibility of the senior officers within the management team to enact this.

The FM Code follows the practice of the CIPFA Statement of the Role of the Chief Financial
Officer in Local Government in referring to this collective group of elected member

and officers with this collective financial responsibility as the leadership team. In local
authorities, therefore, the concept of the ‘leadership team’ will include executive committees,
elected mayors, portfolio holders with delegated powers and other key committees of the
authority and senior officers.
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In the police service this leadership is provided by police and crime commissioners and
chief constables, which operate jointly according to the policing protocol, which requires the
maintenance of an efficient force.

The role of the chief finance officer

The statutory of the role of the chief finance officer (CFO) is a distinctive feature of local
government in the UK (except in Northern Ireland). This role cannot be performed in isolation
and requires the support of the other members of the leadership team.

The leadership team must recognise that while statutory responsibility for the financial
management of the authority rests with the CFO, the CFO is reliant on the actions of the
leadership team, both collectively and individually as elected members and senior officers. A
situation in which the CFO is forced to act in isolation is characteristic of authorities in which
financial management has failed and financial sustainability is threatened.

Equally, the CFO must ensure that they fulfil their personal legal and professional
responsibilities in the public interest and in recognition of the other statutory service
responsibilities of the authority. In the leadership team the CFO must provide timely, relevant
and reliable financial advice, in accordance with the law and professional standards.

It is important to appreciate that while the section 151 or similar legislative provisions require
the authority to appoint a suitably qualified officer responsible for the proper administration
of its affairs, responsibility for proper financial administration still rests ultimately with
elected members. The local authority itself has a statutory responsibility for maintaining a
system of internal control including the management of risk, an effective internal audit and
preparing annual accounts.

CIPFA has issued its Statement on the Role of the Chief Financial Officer in Local Government.
This statement sets out CIPFA’s understanding of the role to support both the CFO and
local authorities.

Financial Management Standard B

The authority complies with the CIPFA Statement on the Role of the Chief Financial Officer in
Local Government.

For the purposes of the FM Code, the CIPFA Statement on the Role of the Chief Finance Officer
of the Police and Crime Commissioner and the Chief Finance Officer of the Chief Constable
(2012) should be substituted for references to the CIPFA Statement on the Role of the Chief
Financial Officer in Local Government.
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SECTION 1/ THE RESPONSIBILITIES OF THE CHIEF FINANCE OFFICER AND LEADERSHIP TEAM

CIPFA’s Statement on the Role of the Chief Financial Officer in Local Government describes
the roles and responsibilities of the CFO. It sets out how the requirements of legislation and
professional standards should be fulfilled by the CFO as they carry out their duties. The
statement is designed to assist those carrying out the role to meet its specific responsibilities
while at the same time reiterating CIPFA’s Statement of Professional Practice with which

all CIPFA members are required to comply. The statement also requires that if different
organisational arrangements are adopted the reasons should be explained publicly in the
authority’s annual governance statement, together with how they deliver the same impact.
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SECTION 2
Governance and financial
management style

Without good governance a local authority cannot make the changes necessary for it to
remain financially sustainable. As such, financial sustainability must be underpinned by

the robust stewardship and accountability to be expected of public bodies. Good governance
gains the trust of taxpayers and other funders by giving them confidence that money is being
properly spent. Good governance ensures better informed and longer-term decision making
and therefore is essential for good financial management.

Good governance

Responsibility for good governance also rests with the leadership team. The team must ensure
that there are proper arrangements in place for governance and financial management,
including a proper scheme of delegation that ensures that frontline responsibility for internal
and financial control starts with those who have management roles. This delegation ensures
that those responsible for the delivery of services are also explicitly held responsible for the
financial management of the associated expenditure and income. Nonetheless, it is for the
leadership team to demonstrate that the authority always meets exacting standards of probity,
accountability and demonstrable efficiency in the use of public resources.

The CFO is not the only officer with specific statutory responsibilities for good governance.
The head of paid service (in practice the chief executive) is responsible for the proper
recruitment and organisation of a local authority’s staff. The monitoring officer has the
specific duty to ensure that the council, its officers and its elected members maintain the
highest standards of conduct in all they do (the legal basis of the head of paid service’s role is
found in Section 4 of the Local Government and Housing Act 1989 and that of the monitoring
officer in Section 5 of the same act).

All parts of the governance structure of an organisation play an important role, but the
audit committee is a key component, providing independent assurance over governance,
risk and internal control arrangements. It provides a focus on financial management,
financial reporting, audit and assurance that supports the leadership team and those with
governance responsibilities.

Good governance is evidenced by actions and behaviours as well as formal documentation
and processes. The tone and action at the top are critical in this respect, and rest with the
leadership team — both senior officers and elected members, as well as the CFO. A successful
leadership team has a culture of constructive challenge that excludes an optimism bias

in favour of a realism bias and is built on a rigorous examination of goals, underlying
assumptions and implementation plans.
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The Committee on Standards in Public Life has set out Seven Principles of Public Life which it
believes should apply to all in the public services (often referred to as the Nolan Principles).
The last of the Nolan Principles — that holders of public office should promote and support
these principles by leadership and example — is especially relevant to the leadership team.

Financial Management Standard C

The leadership team demonstrates in its actions and behaviours responsibility for governance and
internal control.

By international standards, local government in the UK is distinguished by high standards
of governance. Citizens expect financial accountability, press and parliamentary scrutiny,
integrity and the absence of corruption. These expectations are largely met, but local
authorities should guard against complacency.

The CIPFA/IFAC International Framework: Good Governance in the Public Sector (Annex

A to this FM Code) is intended to encourage sustainable service delivery and improved
accountability by establishing a benchmark for aspects of good governance in the sector.

The application of this international framework in the context of UK local government is
reinforced by specific regulatory requirements and sector specific guidance. The CIPFA/
SOLACE Delivering Good Governance in Local Government: Framework (2016 edition) supports
local authorities in developing and maintaining their own codes of governance and to
discharge their accountability for the proper conduct of business.

Financial Management Standard D

The authority applies the CIPFA/SOLACE Delivering Good Governance in Local Government:
Framework (2016).

This CIPFA/SOLACE framework recommends that the review of the effectiveness of the system
of internal control that local authorities in England, Wales, Scotland and Northern Ireland are
required to undertake by their respective accounts and audit regulations should be reported
in an annual governance statement.

Financial management style

The financial management challenges faced by many local authorities are unprecedented

in recent history and show no signs of easing. This is significant because it means that
different styles of financial management are necessary. Financial sustainability will not be
achieved by continuing with the behaviours of the past since these do not meet the demands
of the present — or the future, which may be even more challenging. To remain financially
sustainable authorities need to develop their financial management capabilities.

Financial Management Standard E

The financial management style of the authority supports financial sustainability.
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CIPFA believes that the strength of financial management within an organisation can be
assessed by a hierarchy of three ‘financial management (FM) styles’:

®  delivering accountability
m  supporting performance

B enabling transformation.

These different styles are used in the CIPFA Financial Management Model to describe the
different standards of financial management which may be found in local authorities. They
represent a hierarchy in which enabling transformation is only achieved by a financial
management style that supports performance and which in turn delivers accountability. Once
these basic foundations have been soundly established, authorities need to move up through
a hierarchy of financial management styles in response to increasing risk. This is especially
important as risks have increased for many local authorities; on the one hand reduced
expenditure leaves less margin for error while on the other hand, in seeking to generate new
income, local authorities take on unfamiliar risks.

This hierarchy of financial management styles loosely maps onto the now deeply embedded
recognition of the necessity for economy, efficiency and effectiveness to achieve value for
money. In delivering accountability the finance team ensures that their authorities spend
less and so achieve economy. In supporting performance, the finance team works with the
authority to spend well by maximising the output from goods or services and so achieves
efficiency. Finally, in enabling transformation the finance team supports the effective use of
public money.

CIPFA recognises that while the highest standards of financial management should be the
expectation, in practice some local authorities are at different stages of development. In
these circumstances, compliance with the FM Code may initially be achieved by credible
proposals to raise financial standards beyond the basic delivery of accountability.

The first two sections of this code have addressed the pre-conditions that must be satisfied
for sound financial management. The following sections turn to the practical operation of the
successive stages of the financial management cycle.
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SECTION 3
Medium to long-term financial
management

While the statutory local authority budget setting process continues to be on an annual basis
(see Section 4) a longer-term perspective is essential if local authorities are to demonstrate
their financial sustainability. Short-termism runs counter to both sound financial
management and sound governance.

CIPFA does not believe however that the time horizon of local authority financial planning

is determined by the time horizon of the financial support from central government. The
greater the uncertainty about future central government policy then the greater the need to
demonstrate the long-term financial resilience of the authority given the risks attached to its
core funding.

An authority must ensure that while the formal publication of the medium-term financial
plan (MTFP) may only reflect government settlements, it is the responsibility of the
leadership of the organisation, including elected members, senior management and the
section 151, to have a long-term financial view acknowledging financial pressures.

Authorities with a high level of capital investment and associated external borrowing should
adopt a correspondingly long-term approach. The Prudential Code requires that a local
authority capital strategy sets out the long-term context in which capital expenditure and
investment decisions are made. For example all authorities with PFI, service contracts and
other similar contractual arrangements will need to demonstrate their ability to finance
these arrangements over the whole period of the contracts. Housing Revenue Account (HRA)
business plans in England and Wales are already based on a 30-year time horizon.

Financial resilience and long-term financial strategy

If an authority has not tested and demonstrated its long-term financial resilience then its
financial sustainability remains an open question. Authorities must critically evaluate their
financial resilience. It is possible that the existing strategy is financially sustainable, but this
must still have been tested and demonstrated in a financial resilience assessment.

In this financial resilience assessment the authority must test the sensitivity of its financial
sustainability given alternative plausible scenarios for the key drivers of costs, service
demands and resources. It will require an analysis of future demand for key services and
consideration of alternative options for matching demand to resources. Testing will focus

on the key longer-term revenues and expenses and the key risks to which the authority will
be exposed.
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With an awareness that risks will vary, consideration should be given to tools such as the
Financial Resilience Index that may help organisations identify these pressure points.
Without such stress testing an authority cannot be regarded as financially sustainable and
will be deemed to have failed that test.

Financial Management Standard F

The authority has carried out a credible and transparent financial resilience assessment.

Having carried out the finance resilience assessment, the authority will need to demonstrate
how the risks identified have informed a long-term financial strategy. A local authority needs
an over-arching strategic vision of how it intends to deliver outputs and achieve outcomes for
which it is responsible. This should include a statement that sets out both the vision and the
underlying strategy, together with the mix of interventions that the organisation will adopt
in delivering services to achieve the intended outcomes. In many cases a basis for this will
already exist in a corporate plan.

A key part of the strategy should be a visioning exercise to understand the potential shape
of services in the future. It will need to be sufficiently comprehensive to offer a convincing
demonstration that the authority has identified a way of achieving financial sustainability.
At the same time it needs to provide a relatively fixed point of reference which is subject
to periodic review and to revision and fundamental change only when it is no longer fit

for purpose.

Financial Management Standard G

The authority understands its prospects for financial sustainability in the longer term and has
reported this clearly to members.

CIPFA is not at present being prescriptive about the time period of this long-term financial
strategy. Different authorities will face different levels of political and financial stability
which may have become embedded in different management cultures. However, CIPFA would
promote ambition and stress the need for a financial strategy that matches the requirement
for a strategic approach to service planning. The underlying key demand cost drivers,
especially those linked to the age profile of the community, can be foreseen at least in broad
terms for a decade and more ahead.

The Prudential Code for Capital Finance in Local Authorities

The statutory requirements of the Prudential Code underpins elements of the long and medium-
term financial management considered in this section of the FM Code. While the minimum
requirement is for three-year rolling capital and investment plans, The Prudential Code for
Capital Finance in Local Authorities (2017 edition) stresses that a longer-term approach is
necessary to ensure that capital strategy and asset management plans are sustainable.

Financial Management Standard H

The authority complies with the CIPFA Prudential Code for Capital Finance in Local Authorities.
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SECTION 3 / MEDIUM TO LONG-TERM FINANCIAL MANAGEMENT

One of the requirements of the Prudential Code is a capital strategy. This capital strategy

is a fundamental component of good financial management. It should set out how the
organisation is currently managing its assets and more importantly its future plans linked
to available resources. Balance sheet management in local authorities is about the better
management of assets and liabilities to support service delivery and capital strategy.

A long-term vision is needed for the configuration of service delivery and investment
properties because timely asset disposals and/or investments will be dependent on complex
interdependencies.

A long-term vision should also be reflected in any commercial investment activity undertaken
by the organisation. Guided by the Prudential Code and relevant guidance on borrowing for
acquisitions of commercial properties, a local authority should not put public money and
services at risk.

Practical medium-term financial planning

CIPFA does not anticipate that a long-term financial strategy would provide sufficient detail
to shape the annual budget setting process. Local authorities will need to translate their long-
term financial strategies into a medium-term financial plan (MTFP) for budget setting.

The MTFP is the mechanism or framework by which the annual budget process relates
directly to the long-term strategy establishing the financial sustainability of the authority.
While not prescriptive about time frame, the MTFP should support financially sustainable
decision making.

Importantly, performance against the plan will enable recent success and/or failures in
delivering financial objectives to be taken into account in the annual budget process. A
symptom of financial stress is the emergence of unanticipated overspends in recent years
from the MTFP. While the long-term strategy needs to be a stable point of reference, the MTFP
needs to be rolled forward annually to ensure that it reflects the latest detailed information.
By taking this approach to medium-term financial planning the annual budget is aligned to
longer-term goals.

The MTFP should enable the leadership team to have confidence in its long-term strategy
for its financial sustainability. Importantly, financial and operational plans must be
demonstratively aligned to the strategy at all levels. Without clear service plans it is
impossible to place the forecast within the context of currently agreed policies and their
implications for future demand and resources.

Financial Management Standard I

The authority has a rolling multi-year medium-term financial plan consistent with sustainable
service plans.
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SECTION 4
The annual budget

One of the objectives of this FM Code is to end the practice by which the annual budget
process has often become the focal point if not the limit of local authority financial planning.
However the annual budget preparation process needs to be protected at a time when the
need to make difficult decisions may threaten its integrity.

Local authorities need to ensure that they are familiar with the legislative requirements

of the budget setting process. In times of routine business compliance this is relatively
straightforward, but in times of financial stress there may be pressures for delay or
obfuscation in budget setting. These difficulties can be acute when council tax setting is
reliant on decisions by independent precepting bodies. In these circumstances it is likely
that the CFO will need to work closely with the chief executive, monitoring officer and the
leadership team to ensure statutory processes and a timetable necessary to set a legal
budget are understood. The monitoring officer is the custodian of the constitution, which acts
as a safeguard to prevent councillors and officers from getting into legal difficulties in the
exercise of their role and uphold and ensure fairness in decision making.

Financial Management Standard J

The authority complies with its statutory obligations in respect of the budget setting process.

The annual report setting out the proposed budget for the coming year is a key document for
the authority. It will also demonstrate compliance with CIPFA’s Prudential Code (Financial
Management Standard H). The best budget plans are those owned and articulated by the
whole leadership team and senior managers, not simply the CFO.

Reserves are acknowledged in statute. Local authorities are directed to have regard to the
level of reserves when considering their budget requirement. Consequently, reserves are a
recognised and intrinsic part of financial planning and budget setting. The assessment of
‘adequate’ and ‘necessary’ levels of reserves is a matter for local authorities to determine. It is
the responsibility (with statutory backing in England and Wales) of the CFO to advise the local
authority on the appropriate level of reserves and the robustness of the estimates.

Financial Management Standard K

The budget report includes a statement by the chief finance officer on the robustness of the
estimates and a statement on the adequacy of the proposed financial reserves.

The budget report should include details of the earmarked reserves held, and explain the
purpose of each reserve, together with the estimated opening balances for the year, details of
planned additions/withdrawals and the estimated closing balances.
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A well-managed authority, with a prudent approach to budgeting, should be able to operate
with a level of general reserves appropriate for the risks (both internal and external) to
which it is exposed. Compliance with the FM Code will give important reassurance that the
authority’s financial management processes and procedures are able to manage those risks.
These should be maintained at a level appropriate for the profile of the authority’s cash flow
and the prospect of having to meet unexpected events from within its own resources. Even
where, as part of their wider role, auditors have to report on an authority’s financial position,
it is not their responsibility to prescribe the optimum or minimum level of reserves for
individual authorities or authorities in general.

The successful execution of the annual budget will depend on both the good governance
and internal controls already codified in Section 2 as well as financial monitoring addressed
in Section 6.
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SECTION 5
Stakeholder engagement and
business cases

Financial sustainability requires citizens to understand that resources are not limitless and
that decisions have to be made about both the relative priority of different services and the
balance between service provision and taxation levels. The leadership team collectively has
an important role in reviewing priorities to enable resources to be redirected from areas of
lesser priority; it is not possible to rely principally on pro rata cuts to generate the savings
necessary for financial sustainability in an era of austerity.

The leadership team needs to challenge not only how services are delivered, but also what
is delivered. These decisions must be made with a clear understanding of the statutory
requirements and of wider legal implications of any decisions.

Stakeholder engagement

Stakeholder consultation can help to set priorities and reduce the possibility of legal or
political challenge late in the change process. Stakeholder consultation helps to encourage
community involvement not just in the design of services but in their ongoing delivery. This
is especially the case when a local authority adopts an enabling approach to public service
delivery which, along with the active involvement of the third sector, may facilitate future
reductions in service costs.

Financial Management Standard L

The authority has engaged where appropriate with key stakeholders in developing its long-term
financial strategy, medium-term financial plan and annual budget.

Business cases

Financial sustainability will be dependent upon difficult and often complex decisions being
made. The authority’s decisions must be informed by clear business cases based on the
application of appropriation option appraisal techniques. Professional accountants can be
expected to comply with the IFAC/PAIB Project and Investment Appraisal for Sustainable
Value Creation reproduced in Annex B to this FM Code.

Financial Management Standard M

The authority uses an appropriate documented option appraisal methodology to demonstrate the
value for money of its decisions.
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It is the responsibility of the CFO to ensure that all material decisions are supported by an
option appraisal which in its rigour and sophistication is appropriate for the decision being
made. It is likely that the authority’s documented option appraisal methodology will include
a relatively simplistic approach for decisions of low value and/or low risk.
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SECTION 6
Performance monitoring

To remain financially sustainable an authority must have timely information on its financial
and operational performance so that policy objectives are delivered within budget. Early
information about emerging risks to its financial sustainability will allow it to make a
carefully considered and therefore effective response.

Financial Management Standard N

The leadership team takes action using reports enabling it to identify and correct emerging risks
to its budget strategy and financial sustainability.

Significant unplanned overspends and/or carrying forward undelivered savings into the
following year might be a sign that an authority is not translating its policy decisions into
actions. It also creates the conditions for further financial pressures and possible service
reductions in subsequent years. However, the warning signs could also be in other non-
financial performance measures, such as backlogs and other indications that current
resources are not matching the expectations of service users. These trends should inform the
decisions taken on the medium and long-term financial planning addressed by Section 3 of
this code.

It is a requirement of this code that authorities should more closely monitor the material
elements of their balance sheet that may give indications of a departure from financial plans.
This is especially important for local authorities with significant commercial asset portfolios.
Legislation requires local authorities to maintain adequate accounting records of their assets
and liabilities. Regulations also require that the appropriate (chief finance) officer certifies or
confirms that the statements of accounts provide a true and fair view of the financial position
(ie the amounts in the balance sheet) of the authority at 31 March in the year of account.

Financial Management Standard O

The leadership team monitors the elements of its balance sheet which pose a significant risk to its
financial sustainability.

Contingencies and commitments are monitored to identify any items where a balance
sheet provision may have crystallised. Key drivers of provisions (eg asset decommissioning
decisions, legal claims, reorganisation activities) should be monitored to identify whether
an actual or constructive obligation has arisen. Finally, cash flow is managed through
application of Treasury Management in the Public Services: Code of Practice and Cross-
Sectoral Guidance Notes (CIPFA, 2017).
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SECTION 7
External financial reporting

Taxpayers and citizens have a legitimate stake in understanding how public money has been
used in providing the functions and services of the authority. The audited statements of
account, which present the authority’s financial position and financial performance, play an
integral part in demonstrating this to them. The statutory accounts provide a secure base for
financial management. They support accountability and thus good financial management by
allowing the users of the financial statements and other stakeholders to do the following:

B Discover how much is spent in a year on services and whether this has increased or
decreased from previous years.

B Consider the indebtedness of an organisation and how that might impact on
future taxpayers.

B Recognise the value and therefore usefulness of the assets that the organisations hold.

B Assess what the future commitments and liabilities are, for example, for pensions or
leases, and again how these are likely to impact on future generations and taxpayers.

CIPFA’s Statement on the Role of the Chief Finance Officer in Local Government sets out the
chief finance officer’s statutory responsibilities for producing the accounts and maintaining
the financial records for those accounts. The CIPFA Statement requires that the statements
of account are published on a timely basis to communicate the authority’s activities and
achievements, its financial position and performance. It also requires certification of the
accounts by the chief finance officer. The confirmation that the accounts present a ‘true and
fair’ view is one of the fundamental roles of the statutory chief finance officer. Across the UK
the Code of Practice on Local Authority Accounting in the United Kingdom produced by the
CIPFA/LASAAC Local Authority Code Board establishes proper (accounting) practices under
which that ‘true and fair’ view will need to be confirmed/certified.

Financial Management Standard P

The chief finance officer has personal and statutory responsibility for ensuring that the statement
of accounts produced by the local authority complies with the reporting requirements of the Code
of Practice on Local Authority Accounting in the United Kingdom.

The statutory and professional frameworks for the production and publication of the
accounts underpin their importance and demonstrate that they have a key part to play in
accountability to taxpayers and other stakeholders in showing how public money is used.
Financial reporting therefore should not take place in a vacuum. The financial statements
provide the accountability link between planned performance, resources used and the
outcomes — financial and more — that are achieved. The authority, its management and the
CFO both in its financial statements and the narrative reports that accompany them must
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provide the user with the links between the consumption of resources and the value that has
been created.

It is key to ensure that the authority and its leadership understand how effectively its
resources have been utilised during the year, including a process which explains how material
variances from initial and revised budgets to the outturn reported in the financial statements
have arisen and been managed. The success of these arrangements will be demonstrated

by the ability of the leadership team to make decisions from them. In some circumstances
this will lead to a reappraisal of the achievability of the long-term financial strategy and the
financial resilience of the authority (see Section 3).

Financial Management Standard Q

The presentation of the final outturn figures and variations from budget allows the leadership
team to make strategic financial decisions.
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Annex A

IFAC/CIPFA GUIDANCE ON IMPLEMENTING THE PRINCIPLES FOR
GOOD GOVERNANCE IN THE PUBLIC SECTOR (EXTRACT)

Principles for good governance in the public sector

Governance comprises the arrangements put in place to ensure that the intended outcomes
for stakeholders are defined and achieved.

The fundamental function of good governance in the public sector is to ensure that entities
achieve their intended outcomes while acting in the public interest at all times.

Acting in the public interest requires:

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

B. Ensuring openness and comprehensive stakeholder engagement.

In addition to the overarching requirements for acting in the public interest in principles
A and B, achieving good governance in the public sector also requires effective
arrangements for:

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

D. Determining the interventions necessary to optimise the achievement of the
intended outcomes.

E. Developing the entity’s capacity, including the capability of its leadership and the
individuals within it.

F.  Managing risks and performance through robust internal control and strong public
financial management.

G. Implementing good practices in transparency, reporting, and audit to deliver effective
accountability.
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Annex B

IFAC/PAIB PROJECT AND INVESTMENT APPRAISAL
FOR SUSTAINABLE VALUE CREATION

Extract from IFAC website.

Principles in project and investment appraisal

The key principles underlying widely accepted good practice are:

A.

When appraising multi-period investments, where expected benefits and costs and
related cash inflows and outflows arise over time, the time value of money should be
taken into account in the respective period.

The time value of money should be represented by the opportunity cost of capital.

The discount rate used to calculate the NPV [net present value] in a DCF [discounted cash
flow] analysis, should properly reflect the systematic risk of cash flows attributable to
the project being appraised, and not the systematic risk of the organisation undertaking
the project.

A good decision relies on an understanding of the business and should be considered
and interpreted in relation to an organisation’s strategy and its economic, social,
environmental, and competitive position as well as market dynamics.

Project cash flows should be estimated incrementally, so that a DCF analysis should

only consider expected cash flows that could change if the proposed investment is
implemented. The value of an investment depends on all the additional and relevant
changes to potential cash inflows and outflows that follow from accepting an investment.

All assumptions used in undertaking DCF analysis, and in evaluating proposed
investment projects, should be supported by reasoned judgment, particularly where
factors are difficult to predict and estimate. Using techniques such as sensitivity analysis
to identify key variables and risks helps to reflect worst, most likely and best case
scenarios, and therefore can support a reasoned judgment.

A post-completion review or audit of an investment decision should include an
assessment of the decision making process and the results, benefits, and outcomes of
the decision.

Capital and revenue reports need to be closely linked so there is an understanding of how
each capital scheme is financed, and in particular which require revenue contributions.

Borrowing costs need to be spelt out. Low interest rates are not in themselves a compelling
reason to borrow. Capital budgets should be clear about how individual schemes are financed

and which ones add pressure to revenue.
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Glossary

Accounting standards

Rules set by the International Accounting Standards Boards that set out how
transactions are to be shown in an organisation’s accounts.

Annual statement
of accounts

The statement of accounts presents the authority’s transactions on an annual
basis as of 31 March of the relevant year of account. The complete set of
financial statements in the annual accounts for local authorities comprises:

B comprehensive income and expenditure statement for the period
movement in reserves statement for the period
balance sheet as at the end of the period

cash flow statement for the period, and

notes, comprising significant accounting policies and other
explanatory information.

Asset management
plan

Asset management plans align the asset portfolio with the needs of the
organisation.

Audit committee

A special committee of the council that reviews the financial management and
accounts of the council.

Balance sheet

A financial statement presenting a summary of the authority’s financial
position as of 31 March each year. In its top half it contains the assets and
liabilities held or accrued. As local authorities do not have equity shares, the
bottom half is comprised of reserves that show the location of the authority’s
net worth between its usable and unusable reserves.

Capital budget

The money a council plans to spend on investing in new buildings,
infrastructure and other equipment.

Capital financing
charges

The amount a council has to pay to support its borrowing to pay for the
purchase of major assets.

Capital receipt

The money a council receives for selling assets that can only be used to repay
debt or for new capital expenditure.

Chief financial officer

The most senior finance person in a council responsible for ensuring the proper
financial management of the council.

CIPFA FM Model

The CIPFA FM Model is the tool that helps public service organisations apply
their financial resources to achieve their goals.

Code of Practice
on Local Authority
Accounting in the
United Kingdom

A code produced by the CIPFA/LASAAC Local Authority Code Board. It specifies
the principles and practices of accounting required to give a ‘true and fair’
view of the financial position, financial performance and cash flows of a local
authority, including the group accounts where a local authority has material
interests in subsidiaries, associates or joint ventures. The Local Authority
Accounting Code is established as a proper practice by the four relevant
administrations across the UK.

Earmarked reserve

Money set aside for future use on a specific area of expenditure. It remains a
part of the general reserves of the authority.
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Financial
management

Financial management encompasses all the activities within an organisation
that are concerned with the use of resources and that have a financial impact.
CIPFA has defined financial management for public bodies as “the system

by which the financial aspects of a public body’s business are directed and
controlled to support the delivery of the organisation’s goals”.

General fund balance
(also council fund or

The general fund is the statutory fund into which all the receipts of an authority
are required to be paid and out of which all liabilities of the authority are to be

police fund) met, except to the extent that statutory rules might provide otherwise. The general
fund balance therefore summarises the resources that the authority is statutorily
empowered to spend on its services or on capital investment (or the deficit of
resources that the council is required to recover) at the end of the financial year.

Governance The framework by which a council can gain assurance that it is setting and

achieving its objectives and ensuring value for money in the proper way.

Housing Revenue
Account (HRA)

An account used to record the income and expenditure related to
council housing.

IFAC (International
Federation of
Accountants)

IFAC is the global organisation for the accountancy profession dedicated to
serving the public interest by strengthening the profession and contributing to
the development of strong international economies. CIPFA is a member.

Internal audit

An internal review of the organisation’s systems to give assurance that they are
appropriate and being complied with.

Leadership team

Executive committees, elected mayors, portfolio holders with delegated powers
and other key committees of the authority. In the police service this leadership
is provided by police and crime commissioners and chief constables.

Non-domestic rates

A tax paid by local businesses to their council.

Public Sector Internal
Audit Standards

These standards, which are based on the mandatory elements of the Institute
of Internal Auditors (IIA) International Professional Practices Framework (IPPF),
are intended to promote further improvement in the professionalism, quality,
consistency and effectiveness of internal audit across the public sector.

Provision

A provision is a present liability whose timing or amount of settlement is
uncertain. For example, it may be a charge for liabilities that are known to
exist, but have to be estimated.

Prudential Code

A code produced by CIPFA that councils are required to follow when deciding
upon their programme for capital expenditure.

Revenue budget

The amount that a council spends on its day-to-day running of services
through the financial year.

Ringfencing

A term for the earmarking of money (eg a grant or fund) for one particular
purpose, so as to restrict its use to that purpose.

Society of Local
Authority Chief
Executives (SOLACE)

SOLACE’s purpose is to develop the highest standards of leadership in local
government and the wider public sector.

Treasury management

CIPFA has adopted the following as its definition of treasury
management activities:

B the management of the organisation’s borrowing, investments and
cash flows

its banking
money market and capital market transactions

the effective control of the risks associated with those activities

the pursuit of optimum performance consistent with those risks.
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Treasury Management A professional and statutory code produced by CIPFA that councils are required

Code to follow in managing their treasury management activity.
Treasury management  An annual document approved by full council that sets out how a council will
strategy manage its cash and borrowings.
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