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agenda.
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Rules on Public Speaking

All public speakers are required to register a request to speak at public meetings by the
date / time stipulated on the relevant agenda. Requests should be sent to:
committee.services@broadland.gov.uk

Public speaking can take place:

e Through a written representation (which will be read out at the meeting)
e In person at the Council offices

Please note that due to the current rules on social distancing, the Council cannot guarantee
that you will be permitted to attend the meeting in person. No more than 20 people are
permitted in the Council Chamber at any one time and the numbers of public speakers
permitted in the room will vary for each meeting. Democratic Services will endeavour to
ensure that each relevant group (i.e. supporters, objectors, representatives from parish
councils and local members) can be represented at meetings for public speaking purposes.

All those attending the meeting in person must, sign in on the QR code for the building and
promptly arrive at, and leave the venue. The hand sanitiser provided should be used and
social distancing must be observed at all times. Further guidance on what to do on arrival
will follow once your public speaking registration has been accepted.
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Agenda Item: 1
DECLARATIONS OF INTEREST AT MEETINGS

When declaring an interest at a meeting Members are asked to indicate whether their
interest in the matter is pecuniary, or if the matter relates to, or affects a pecuniary interest
they have, or if it is another type of interest. Members are required to identify the nature of
the interest and the agenda item to which it relates. In the case of other interests, the
member may speak and vote. If it is a pecuniary interest, the member must withdraw from
the meeting when it is discussed. If it affects or relates to a pecuniary interest the member
has, they have the right to make representations to the meeting as a member of the public
but must then withdraw from the meeting. Members are also requested when appropriate to
make any declarations under the Code of Practice on Planning and Judicial matters.

Have you declared the interest in the register of interests as a pecuniary interest? If Yes,
you will need to withdraw from the room when it is discussed.

Does the interest directly:
1. affect yours, or your spouse / partner’s financial position?
2. relate to the determining of any approval, consent, licence, permission or
registration in relation to you or your spouse / partner?
3. Relate to a contract you, or your spouse / partner have with the Council
4. Affect land you or your spouse / partner own
5. Affect a company that you or your partner own, or have a shareholding in

If the answer is “yes” to any of the above, it is likely to be pecuniary.

Please refer to the guidance given on declaring pecuniary interests in the register of
interest forms. If you have a pecuniary interest, you will need to inform the meeting and
then withdraw from the room when it is discussed. If it has not been previously declared,
you will also need to notify the Monitoring Officer within 28 days.

Does the interest indirectly affect or relate any pecuniary interest you have already
declared, or an interest you have identified at 1-5 above?

If yes, you need to inform the meeting. When it is discussed, you will have the right to
make representations to the meeting as a member of the public, but you should not
partake in general discussion or vote.

Is the interest not related to any of the above? If so, it is likely to be an other interest.
You will need to declare the interest, but may participate in discussion and voting on the
item.

Have you made any statements or undertaken any actions that would indicate that you
have a closed mind on a matter under discussion? If so, you may be predetermined on
the issue; you will need to inform the meeting, and when it is discussed, you will have the
right to make representations to the meeting as a member of the public, but must then
withdraw from the meeting.

FOR GUIDANCE REFER TO THE FLOWCHART OVERLEAF.
PLEASE REFER ANY QUERIES TO THE MONITORING OFFICER IN THE FIRST
INSTANCE



Pecuniary Interest

Related pecuniary interest

Other Interest

DECLARING INTERESTS FLOWCHART — QUESTIONS TO ASK YOURSELF

What matters are being discussed at the meeting?

y

Do any relate to an interest | have?

A Have | declared it as a pecuniary interest?

OR

B Does it directly affect me, my partner or spouse’s financial position, in
particular: M

 employment, employers or businesses;
* companies in which they are a director or where they have a shareholding of o
more than £25,000 face value or more than 1% of nominal share holding
* land or leases they own or hold
contracts, licenses, approvals or consents

YES NO

A 4

If you have not already
done so, notify the
Monitoring Officer to
update your declaration
of interests

J

The interest is pecuniary —
disclose the interest, withdraw
from the meeting by leaving
the room. Do not try to
improperly influence the
decision.

v

The interest is related to a
pecuniary interest.
Disclose the interest at the

meeting You may make

Does the matter indirectly affect or relate to a

YES pecuniary interest | have declared, or a matter
< noted at B above?

representations as a
member of the public, but
you should not partake in

general discussion or vote.

NO

The Interest is not pecuniary

nor affects your pecuniary
interests. Disclose the
interest at the meeting. You
may participate in the
meeting and vote.

YES Have | declared the interest as an
other interest on my declaration of
interest form?

OR

F 3

Does it relate to a matter
highlighted at B that impacts upon
my family or a close associate?

OR
You are unlikely to
have an interest. NO Does it affect an organisation | am
You do not need to < involved with or a member of?
OR

do anything further.

Is it a matter | have been, or have
lobbied on?
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Agenda Item: 3

AUDIT COMMITTEE

Minutes of a remote meeting of the Audit Committee of Broadland District
Council, held on Thursday 11 March 2021 at 10.00am.

Committee Members Councillors: G Nurden (Chairman), P Bulman, A Crotch,

Present: S Holland and K Vincent

Other Members in Councillors: D King and M Murrell

Attendance:

Officers in The Assistant Director of Finance (R Fincham), the
Attendance: Assistant Director of Governance and Business Support

(E Hodds), the Internal Audit Manager (F Haywood) and
the Corporate Fraud Officer (I Kerrison)

Also in Attendance: Mr M Hodgson, from Ernst & Young (EY)

67 MINUTES

The minutes of the meeting of the Audit Committee held on 26 November
2020 were agreed as a correct record.

68 MATTERS ARISING

Minute No: 54 — Matters Arising
Members noted that the Cybercrime training was now available online for
members to complete, through the Skillsgate platform.

Officers advised that the Risk Management training was still in development
and that it would include a session exclusively for members of the Audit
Committee, and a separate session for staff.
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ANNUAL REPORT OF THE AUDIT COMMITTEE

The Internal Audit Manager presented her report, which outlined the work the
Committee had undertaken throughout the year, which included:

¢ Risk Management Policy

¢ Annual Governance Statement 2019/20
e Statement of Accounts 2019/20

o External Audit

¢ Internal Audit

e Strategic Risk Register

The Chairman thanked the Internal Audit Manager for her report.

Following a vote, it was unanimously,
RESOLVED

To recommend that Council approves the content of the Annual Report of the
Audit Committee.

AUDIT COMMITTEE SELF-ASSESSMENT

The Internal Audit Manager introduced the report, which detailed the self-
assessment undertaken for the Audit Committee. She advised members that
she had completed the self-assessment in consultation with the Chairman,
following the exercises carried out by the Committee last year, and that
members were requested to review the checklist at Appendix 1, to ensure that
it was an accurate reflection of the operations of the Committee.

During the review of Appendix 1, the Committee noted that:

e Members had received the CIPFA Skills and Knowledge Matrix, so
question 15 (Has the membership of the committee been assessed
against the core knowledge and skills framework and found to be
satisfactory?) could be amended to a ‘yes’

e Members felt that question 18 (Has the committee obtained feedback
on its performance from those interacting with the committee or relying
on its work?) could be changed to ‘yes’ as they felt feedback was
already provided by other members when the Audit Committee minutes
and Annual Audit report were presented at Council.

Members agreed that the question “Supporting the establishment of
arrangements for the governance of risk and for effective arrangements to
manage risks” should remain at a grade 3 until the Committee had received
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Risk Management training, at which point the score could be moved to a
grade 4.

RESOLVED

To note the checklist at Appendix 1 of the report.

PROGRESS REPORT ON INTERNAL AUDIT ACTIVITY

The Internal Audit Manager presented her report which advised members on

the progress made towards the delivery of the Annual Internal Audit Plan and
summarised the work undertaken during this period, as well as the number of
days that programmed work had been completed.

In response to a query on the cause of contract delays, the Internal Audit
Manager advised that there were numerous reasons which included:
e Quality assurance processes (e.g. delays when obtaining manager
approval)
e Resources and Audit completion delays (could be due to sickness or
information provided late)

In response to a request for clarification on how officer’s verified changes to
the bank details of suppliers, the Internal Audit Manager explained that
officers contacted suppliers by telephone using numbers either already held
on the Council’s system or those provided on the supplier's website. She
noted that whilst cyber fraud was an increasing risk, members could be
reassured that officers received training which was regularly updated.

In response to a query about an outstanding recommendation relating to
purchase orders, the Assistant Director of Finance informed members that this
work had been completed as far as was possible, and that the number of
payments made without a purchase order had now significantly reduced. The
Internal Audit Manager agreed to update members on the status of this
recommendation at its next meeting.

Concern was raised by members that assurance mapping responses were not
received by all departments. The Assistant Director of Finance assured
members that responses were received from all the key service areas, and
that Internal Audit felt that this response was sufficient given the pressure of
the pandemic on the Council.

RESOLVED

To note the progress in completing the Internal Audit Plan of work and the
outcomes of the completed audits for the 2020/21 financial year.
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FRAUD POLICIES REVIEW

The Corporate Fraud Officer outlined his report which presented the new
Counter Fraud, Corruption and Bribery Policy, the Anti-Money Laundering
Policy, and the Whistleblowing Policy for members to review and recommend
to full Council. He informed members that these policies had been re-drafted
to take into account current best practice.

The Assistant Director of Governance and Business Support advised
members that the new Whistleblowing Policy put more opportunities in place
for staff, contractors, auditors, etc to raise any concerns.

In response to a question about removing references to the Euro from the
Anti-Money Laundering Policy, the Corporate Fraud Officer explained that this
was not possible as the UK was still adhering to EU legislation regarding
money laundering at the current time.

In response to queries regarding member access to these policies, the
Assistant Director of Governance and Business Support advised that once
these policies had been approved by Council, they would be available on the
Council’'s website and on members’ iPads; she further advised that training on
these policies would be made available to members and officers via
Skillsgate.

RESOLVED
To recommend to Council the adoption of the following amended policies:

e Counter Fraud, Corruption and Bribery Policy.
e Anti-Money Laundering Policy
e Whistleblowing Policy.

ANNUAL AUDIT LETTER

Mr M Hodgson from EY, presented the Annual Audit Letter and informed the
Committee that no risks had been identified in the report.

In response to a number of questions regarding the increased audit fees and
the increased amount of work undertaken, Mr Hodgson informed the
Committee that the increase of £18,215 to the scale fee had not been finalised
as it was still with the PSAA for determination. The fees for the additional work
provided had been discussed between EY and the Assistant Director of
Finance and reflected the one-off work that needed to be undertaken as a
result of the pandemic.
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The Chairman thanked Mr Hodgson for presenting his report to the
Committee.

RESOLVED

To note the Annual Audit Letter for the year ended 31 March 2020

WORK PROGRAMME

The Committee noted the Work Programme.

The Chairman felt that the July 2021 Meeting had a full agenda and requested
if an additional meeting could be scheduled and some of the items brought
forward.

The Internal Audit Manager agreed to review the Work Programme and
discuss future meeting dates with Democratic Services.

(The meeting concluded at 11.04 am)

Chairman
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STRATEGIC AND ANNUAL INTERNAL AUDIT PLANS
2021/22

Report Author(s): Faye Haywood
Internal Audit Manager for Broadland District Council
01508 533873
fhaywood@s-norfolk.gov.uk

Portfolio: Finance

Ward(s) Affected: All

Purpose of the Report:

This report provides an overview of the stages followed prior to the formulation of the
Strategic Internal Audit Plan for 2021/22 to 2024/25 and the Annual Internal Audit Plan
for 2021/22. 1t will also provide the basis for the Annual Audit Opinion on the overall
adequacy and effectiveness of Broadland District Council’s framework of governance,
risk management and control.

Recommendations:

1. To note and approve:

The Internal Audit Charter

The Internal Audit Strategy for 2021/22;

The Strategic Internal Audit Plans 2021/22 to 2024/25; and
The Annual Internal Audit Plan 2021/22.
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1.1

2.1

2.2

3.1

4.1

5.1

Summary

This report provides an overview of the stages followed prior to the formulation of
the Strategic Internal Audit Plan for 2021/22 to 2024/25 and the Annual Internal
Audit Plan for 2021/22. The Annual Internal Audit Plan will then serve as the work
programme for the Council’s Internal Audit Services contractor; TIAA Ltd. It will
also provide the basis for the Annual Audit Opinion on the overall adequacy and
effectiveness of Broadland District Council’s framework of governance, risk
management and control.

Background

The Accounts and Audit Regulations 2015 require that ‘a relevant authority
must undertake an effective internal audit to evaluate the effectiveness of its
risk management, control and governance processes, taking into account
public sector standards or guidance’.

Those standards are set out in the Public Sector Internal Audit Standards (PSIAS)
which came into effect in April 2013.

Current position/findings
The attached report contains:

e The Internal Audit Charter outlining the Internal Audit Purpose, Authority and
Responsibilities.

e The Internal Audit Strategy, which is a strategic high-level statement on how
the internal audit service will be delivered and developed in accordance with
the charter and how it links to the organisational objectives and priorities;

e The Strategic Internal Audit Plan, which details the plan of work for the next
three financial years;

e The Annual Internal Audit Plan, which details the timing and the purpose of
each audit agreed for inclusion in 2021/22.

Proposed action

For the Audit Committee to review and approve the, Internal Audit Charter,
Internal Audit Strategy and planned scope of work for the 2021/22 financial year
for Internal Audit Services.

Issues and Risks

Resource implications — the Internal Audit Service is provided by way of a
Partnership Agreement with South Norfolk Council, whereby South Norfolk
Council provide the role of the Contract Manager to Broadland District Council,
and the service provision i.e. delivery of the audits, is provided through a contract

12



5.2

5.3

54

5.5

5.6

6.1

71

with TIAA Ltd.
Legal implications — there are no legal implications arising from this report.
Equality implications — there are no equality implications arising from this report.

Environmental impact — there are no impacts on the environment arising from
this report.

Crime and disorder — there are no impacts upon crime and disorder arising from
this report.

Risks — the Risk Based Internal Audit approach will ensure that the Council’s key

risks are accurately reviewed and updated and thus the Internal Audit Service is
adding value and auditing the key risk areas.

Conclusion
The attached report provides the Council with Internal Audit Plans that will ensure
key business risks will be addressed by Internal Audit, thus ensuring that

appropriate controls are in place to mitigate such risks and also ensure that the
appropriate and proportionate level of action is taken.

Recommendations

The Audit Committee is requested to note and approve:

e The Internal Audit Charter
e The Internal Audit Strategy
e The Strategic Internal Audit Plans 2021/22 to 2024/25; and

e The Annual Internal Audit Plan 2021/22.

Background papers

None
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BROADLAND DISTRICT COUNCIL

Strategic and Annual Internal Audit Plans 2021/22

Responsible Officer: Head of Internal Audit for Broadland District Council
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1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

INTRODUCTION

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

The Public Sector Internal Audit Standards (PSIAS) mandate a periodic preparation of a risk-
based plan, which must incorporate or be linked to a strategic high-level statement on how the
internal audit service will be delivered and developed in accordance with the charter and how
it links to the organisational objectives and priorities, this is set out in the Internal Audit
Strategy.

Risk is defined as 'the possibility of an event occurring that will have an impact on the
achievement of objectives’. Risk can be a positive and negative aspect, so as well as
managing things that could have an adverse impact (downside risk) it is also important to look
at potential benefits (upside risk).

The development of a risk-based plan takes into account the organisation's risk management
framework. The process identifies the assurance (and consulting) assignments for a specific
period, by identifying and prioritising all those areas on which objective assurance is required.
This is then also applied when carrying out individual risk based assignments to provide
assurance on part of the risk management framework, including the mitigation of individual or
groups of risks.

The 2020/21 Internal Audit plan was significantly revised in-year to respond to the Covid-19
Pandemic. The revised plan aimed to provide assurance over key themes that were identified
as having an impact on the Council at that time and as a result of this exercise, it was identified
that six of the originally agreed internal audit areas would be replaced and deferred.

A total of three areas have been carried over into the 2021/22 plan as they are considered to
pose a risk to the achievement of the Council’s objectives and pandemic recovery efforts. The
remaining areas will continue to be assessed each year during internal audit planning.

The following factors are also taken into account when developing the internal audit plan:

The risk profile and maturity of the Council;

Previous assurance gradings given in each area;

Any declarations to avoid conflicts of interest;

The requirements of the use of specialists e.g. IT auditors;

Striking the right balance over the range of reviews needing to be delivered, for

example systems and risk-based reviews, specific key controls testing, value for

money and added value reviews;

e Allowing contingency time to undertake ad-hoc reviews or fraud investigations as
necessary,

e The time required to carry out the audit planning process effectively as well as regular

reporting to and attendance at Audit Committee, the development of the annual report

and opinion and the Quality Assurance and Improvement Programme.

In accordance with best practice the Audit Committee should ‘review and assess the annual
internal audit work plan’.

Page 2 of 22
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2.1

2.2

3.1

3.2

4.1

4.2

5.1

5.2

INTERNAL AUDIT CHARTER

There is an obligation under the PSIAS for the Charter to be periodically reviewed and
presented. This Charter is therefore reviewed annually by the Head of Internal Audit to confirm
its ongoing validity and completeness, and presented to Senior Management and the Audit
Committee every two years, or as required for review. The Charter was approved in 2019 and
is therefore provided as part of this report for approval at Appendix 1. Please note that no
significant changes have been made to the Charter since its approval in 2019.

As part of the review of the Audit Charter the Code of Ethics are also reviewed by the Head of
Internal Audit, and it is ensured that the Internal Audit Services contractor staff, as well as the
Head of Internal Audit and Audit Manager adhere to these, specifically with regard to; integrity,
objectivity, confidentiality and competency. Formal sign off to acceptance of the Code of Ethics
is retained by the Eastern Internal Audit Services.

INTERNAL AUDIT STRATEGY
The purpose of the Internal Audit Strategy Appendix 2 is to confirm:

e How internal audit services will be delivered;

e How internal audit services will be developed in accordance with the internal audit
charter;

¢ How internal audit services links to organisational objectives and priorities; and
How the internal audit resource requirements have been assessed.

The Internal Audit Strategy has been amended this year to reference the required procurement
of the Internal Audit services contract in consultation with all Councils across the Consortium.

STRATEGIC INTERNAL AUDIT PLAN

The overarching objective of the Strategic Internal Audit Plan Appendix 3 is to provide a
comprehensive programme of review work over the next three years, with each year providing
sufficient audit coverage to give annual opinions, which can be used to inform the
organisation’s Annual Governance Statement.

The coverage over the forthcoming three years has been discussed with the Corporate
Management and Leadership Team to ensure audits are undertaken at the right time, at a
time where value can be added, as well as ensuring sufficient coverage for an Annual Opinion
on the framework of governance, risk management and control. The discussions also went
into greater detail in relation to the scope of the audits for the forthcoming financial year.

ANNUAL INTERNAL AUDIT PLAN

Having developed the Strategic Internal Audit Plan, the Annual Internal Audit Plan is an extract
of this for the forthcoming financial year (see Appendix 4). The plan includes the areas being
reviewed by Internal Audit, the number of days for each review, the quarter during which the
audit will take place and a brief summary and purpose of the review.

The Annual Internal Audit Plan for 2021/22 totals 140 days in total, encompassing 13 Internal
Audit reviews, two of which cover IT processes.

Page 3 of 22
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5.3

54

5.5

5.6

For 2021/22, the Internal Audit team intend to provide cross cutting reviews of high-risk areas
to compare controls against best practice and the approach taken at other Council’s in the
consortium for added value. These areas are as follows:

Business Strategy and Performance Management — In response to the Covid-19
Pandemic, Strategy and Performance of the Council will need to adapt to local needs,
increasing pressures on resources and potentially continued outbreaks of the virus.
This consortium wide review will evaluate how the Council plans to adapt and measure
success.

Counter Fraud and Corruption — The new Fighting Fraud and Corruption Locally
strategy has been launched highlighting the increasing risks faced by Local Authorities
in tackling and staying ahead of successful fraud attempts the cost of which is
estimated to be around 7.8bn - Annual Fraud Indicator — Crowe Clark Whitehill 2017.

Covid relief grants — Post award assurance will be provided over the Council’s handling
of national and discretionary Covid-19 grants and compare its approach to local
Councils in the consortium drawing out lessons and best practice suggestions where
appropriate.

Annual Governance Statement — A consortium wide review will be undertaken to
evaluate each Councils interpretation of the Delivering Good Governance in Local
Government Framework in relation to the preparation of an Annual Governance
Statement sharing best practice where identified.

A total of nine internal audit reviews will be carried out jointly with South Norfolk Council this
year allowing Internal Audit to provide assurance that people and processes are working
together for the same goal, supporting collaboration and that any inconsistencies can be
remedied through formal recommendations where appropriate.

Audit verification work concerning audit recommendations implemented to improve the
Council’s internal control environment will also be undertaken throughout the financial year.

Depending on any changes to the control environment over the year, the annual internal audit
plan may need to be revised to respond to emerging risks. The Head of Internal Audit will
regularly review the Strategic Risk Register and report through to the Committee any
necessary changes to the plan of work.

Page 4 of 22
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APPENDIX 1 — INTERNAL AUDIT CHARTER

1.1

1.2

1.3

1.4

1.5

1.6

1.7

cl1as

quality

EASTERN INTERNAL AUDIT SERVICES
INTERNAL AUDIT CHARTER FOR 2021/22
Introduction

The Public Sector Internal Audit Standards (PSIAS) came into effect from 1 April 2013, these
provide a consolidated approach across the public sector encouraging continuity, sound
corporate governance and transparency.

The Standards require all internal audit services to implement, monitor and review an internal
audit charter; this formally defines the internal audit’s purpose, authority and responsibility,
and is a mandatory document.

The charter also displays formal commitment to and recognises the mandatory nature of the
Core Principles for the Professional Practice of Internal Auditing, the Code of Ethics and the
Standards, |.e. the International Professional Practices Framework (IPPF).

This Internal Audit Charter is applicable to each of the following internal audit consortium
members covered by Eastern Internal Audit Services (EIAS).

Breckland District Council;
Broadland District Council;

Great Yarmouth Borough Council;
North Norfolk District Council
South Holland District Council;
South Norfolk Council; and
Broads Authority.

The term Local Authority will be used to describe the above consortium members throughout
the Charter.

Mission

Standards require the Internal Audit Function to articulate its overall purpose and summarise
the way it will provide value to the organisation. The mission statement for EIAS is as follows:

“Protecting each of our consortium members ability to enhance value through the provision of
independent risk-based assurance and advice”

This charter:
e Establishes the position and reporting lines of internal audit;
e Outlines provision for unrestricted access to information, officers, management and
members as appropriate;
e Sets the tone for internal audit activities;

Page 5 of 22
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1.8

21

2.11

21.2

2.2

2.21

2.3

2.3.1

23.2

233

234

3.1

o Defines the nature and scope of internal audit services, in particular assurance and
consultancy services; and
e Sets out the nature and scope of assurance provided to other parties.

The charter is to be periodically reviewed and presented to Senior Management and the Board
for approval. The charter will be reviewed annually by the Chief Audit Executive and Internal
Audit Manager to confirm its ongoing completeness and validity and presented to Senior
Management and the Board every 2 years for review.

Purpose, Authority and Responsibility

Purpose

Internal auditing is best summarised through its definition with the Standards, “an independent,
objective assurance and consulting activity designed to add value and improve an
organisation’s operations. It helps an organisation accomplish its objectives by bringing a
systematic, disciplined approach to evaluate and improve the effectiveness of risk
management, control and governance processes”.

Internal audit will provide reasonable assurance to each member of the Internal Audit
Consortium, that necessary arrangements are in place and operating effectively, and to
identify risk exposures and areas where improvements can be made.

Authority

The Accounts and Audit Regulations (England) 2015, states that the relevant body must;
“undertake an effective internal audit to evaluate the effectiveness of its risk management,
control and governance processes, taking into account public sector internal auditing
standards or guidance”. The statutory requirement for internal audit is recognised in the
Constitution of each Local Authority and the internal auditing standards in this regard are the
Public Sector Internal Audit Standards.

Responsibility

The responsibility for maintaining an adequate and effective internal audit to evaluate risk
management, control and governance processes lies with each Local Authority’s Chief
Finance Officer (the Section 151 Officer or Section 17 Officer).

The Local Authority and its Members must be satisfied about the adequacy of the advice and
support it receives from internal audit.

Internal audit is provided by Eastern Internal Audit Services, with the Chief Audit Executive
and Internal Audit Manager responsible for ensuring the internal audit activity is undertaken in
accordance with the definition of internal auditing, the code of ethics and the standards.

Senior management are responsible for ensuring that internal control, risk management and
governance arrangements are sufficient to address the risks facing the Local Authority.
Accountability for responding to internal audit rests with senior management who either accept
and implement the recommendations, or formally reject it. Any advice that is rejected will be
formally reported.

Key Relationships and Position in the Organisation

The standards require the terms ‘Chief Audit Executive’, ‘Board’ and ‘Senior Management’ to
be defined in the context of the governance arrangements in each public sector organisation

Page 6 of 22
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3.2

3.21

3.2.2

3.2.3

3.24

3.3

3.3.1

3.3.2

3.3.3

3.4

3.4.1

in order to safeguard the independence and objectivity of internal audit. The following
interpretations are applied within Eastern Internal Audit Services.

Chief Audit Executive

The Chief Audit Executive is based at South Norfolk Council and provides the Head of Internal
Audit role to all consortium members except for South Norfolk Council and Broadland District
Council.

At South Norfolk Council, the Chief Audit Executive undertakes the Chief of Staff role,
administratively reporting to the Managing Director of South Norfolk and Broadland Council.
Due to responsibilities undertaken as part of the Chief of Staff role and the Internal Audit
Manager currently finalising qualifications, the Head of Internal Audit role for South Norfolk
Council and Broadland District Council is undertaken by a contractor to ensure that
independence is safeguarded.

The Head of Internal Audit and the Internal Audit Manager also report functionally to each
Section 151 Officer or Section 17 Officer at all other members of the consortium.

The Head of Internal Audit and the Internal Audit Manager also have a direct line of reporting
and unfettered access to the Chief Executive, the Senior Management Team at each Local
Authority and the Chair of the Board at each Local Authority.

The delivery of the Annual Audit Plans and any specified ad-hoc assignments is provided by
an external contractor, TIAA ltd from 1 April 2015. The Internal Audit Manager manages the
contract.

Board

In the context of overseeing the work of Internal Audit at each Local Authority, the ‘Board’ will
be the Audit Committee (or equivalent) of the Local Authority, which has been established as
part of the governance arrangements. The Audit Committee’s responsibilities are discharged
through each of the Local Authority’s Constitution’s and explicitly referred to in each terms of
reference.

This functional reporting includes;

e Approving the audit charter, audit strategy and risk based annual plans;
Receiving regular reports on the outcomes of internal audit activity and performance;

e Receiving regular reports on management action in relation to agreed internal audit
recommendations;

e Receiving the Annual Report and Opinion of the Head of Internal Audit, alongside a
conclusion as to the effectiveness of internal audit;

e Overseeing External Assessments of the Internal Audit Service, at least once every 5
years.

Internal Audit work closely with the chair and members of the Audit Committee to facilitate and
support their activities, part of which includes facilitating a self- assessment and providing
training.

Senior Management

‘Senior Management’ is those individuals responsible for the leadership and direction of the
organisation, and are responsible for specific aspects of internal control, risk management and
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3.5

3.5.1

3.6

3.6.1

3.6.2

41

4.2

5.1

5.2

governance arrangements. There is effective liaison between internal audit and senior
management to ensure that independence remains, and provides for a critical challenge.

The Internal Audit Manager meets regularly with the Section 151 Officer or Section 17 Officer
to ensure organisational awareness is maintained, to discuss progress with the agreed Internal
Audit Plan and to maintain a good working relationship. These arrangements facilitate
discussions in relation to the current and emerging risks and issues to ensure that the internal
audit plan of work remains reflective and also responds as required.

External Audit
Regular liaison is maintained with External Audit to consult on audit plans, and to discuss
matters of mutual interest. The external auditors have the opportunity to take account of the

work of internal audit where appropriate.

Other Internal Audit Service Providers

Where appropriate internal audit will liaise with other internal audit providers, where shared
arrangements exist. In such cases, a dialogue will be opened with the Chief Audit Executive
to agree a way forward regarding the auditing of such shared services. This is to ensure an
efficient and effective approach, and enable reliance on each other’s outcomes. Where formal
arrangements are entered into a protocol will be determined and agreed by both Chief Audit
Executives.

Internal audit will also co-operate with all external review and inspection bodies that are
authorised to access and evaluate the activities of the Local Authority, to determine
compliance with regulations and standards. Assurances arising from this work will be taken
into account where applicable.

Rights of Access

Internal audit, with strict accountability for confidentiality and safeguarding records and
information, is authorised to have the right of access to all records, assets, personnel and
premises and has authority to obtain such information and explanations as it considers
necessary to fulfil its responsibilities. This access is full, free and unrestricted and is set out in
each Local Authority’s Constitution.

Such access shall be granted on demand and shall not be subject to prior notice, although in
principle, the provision of prior notice will be given wherever possible and appropriate, unless
circumstances dictate otherwise.

Objective and Scope

The provision of assurance services is the primary role of Eastern Internal Audit Services, thus
allowing the Head of Internal Audit to provide an annual audit opinion on the adequacy and
effectiveness of the Local Authority’s framework of governance, risk management and control,
together with reasons if the opinion is unfavourable.

Internal audit will also provide consultancy services, at the request of management. These
reviews are advisory in nature and generally performed to facilitate improved governance, risk
management and control. This work may contribute to the annual audit opinion.
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5.4

5.5

5.6

5.7

6.1

6.2

6.3

Whichever role / remit is carried out by internal audit the scope is to be determined by internal
audit, through discussions with senior management, however this scope will not be unduly
bias nor shall it be restricted.

A risk based Strategic Internal Audit Plan will be developed each year to determine an
appropriate level of risk based audit coverage required to generate an annual audit opinion.
The plan will be derived from risk assessments, discussions with Senior Management and
Audit Committee taking prior year’s assurance results into account.

Each audit review will be designed to provide evidence based assurance over the
management of risk and controls within that area. The results of each review will be shared
with management so that any required improvements can be actioned to restore satisfactory
systems of internal control.

It is management’s responsibility to control the risk of fraud and corruption; however internal
audit will be alert to such risks in all the work that is undertaken. In addition, the Head of
Internal Audit and Internal Audit Manager are either responsible for, or is consulted on, related
policy and strategy. These include for example; Counter Fraud, Corruption, Anti-Bribery,
Whistleblowing, Anti-Money Laundering and includes the related promotion and training for
officers and councillors.

Through the contract in place with TIAA Ltd there are other services that can be provided,
these include: fraud investigations, grant certification and digital forensics.

Independence and Objectivity

Internal Audit must be sufficiently independent of the activities that are audited to enable an
impartial, unbiased and effective professional judgement. All internal auditors working within
Eastern Internal Audit Services, annually confirm their adherence the Code of Ethics, which
sets out the minimum standards for performance and conduct. The four core principles are
integrity, objectivity, confidentiality and competency.

As contractors the TIAA Internal auditors have no operational responsibility or authority over
any of the activities which they are required to review. They do not engage in any other activity,
which would impair their judgement, objectivity or independence.

The Head of Internal Audit and Internal Audit Manager have responsibility for the strategic
direction of the Internal Audit Service. At South Norfolk and Broadland District Council where
a shared service arrangement is in place the Chief of Staff carries out additional
responsibilities that fall outside of internal auditing. These include;

Monitoring Officer

Democratic Services

Legal Services

Freedom of Information

General Data Protection Regulation
Human Resources
Communications and Marketing

Safeguards exist to limit any impairments that may occur to the independence and objectivity
at Broadland and South Norfolk Council. The Internal Audit Manager assumes responsibility
for the daily management, progress reporting and quality assurance of any internal audit work
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71

8.1

8.2

9.1

9.2

9.3

10

10.1

10.2

carried out by the contractor and does not have any involvement in the above-mentioned
activities.

In line with the PSIAS requirements, until the Internal Audit Manager is CMIIA qualified, the
Head of Internal Audit role at South Norfolk and Broadland District Council will be carried out
by a fully qualified contractor responsible for overseeing the Annual Audit Opinion. The Head
of Internal Audit will continue to provide the Annual Audit Opinion for all other consortium
members.

If the independence or objectivity of the Head of Internal Audit is impaired, or appears to be,
the details of the impairment will be disclosed to the Internal Audit Manager and / or senior
management. The nature of the disclosure will depend upon the impairment.

Professional Standards

The Internal Audit Service and all Internal Audit staff operate in accordance with all mandatory
guidance within the PSIAS including the Core Principles for the Professional Practice of
Internal Auditing, the Code of Ethics, the Standards and Definition of Internal Auditing. Internal
Auditors also have regard for the principles contained within the Standards of Public Life.

Internal Audit Resources

The Head of Internal Audit will be professionally qualified (CMIIA, CCAB or equivalent) and
have wide ranging internal audit management experience to enable them to deliver the
responsibilities of the role.

The Head of Internal Audit is supported by the Internal Audit Manager in ensuring the Internal
Audit Service has access through the contract to a team of staff who have the appropriate
range of knowledge, skills and experience to deliver the audit service.

Audit Planning

The Internal Audit Manager overseen by the Head of Internal Audit develops a strategy,
alongside a strategic and annual internal audit plan, using a risk-based approach.

The Internal Audit Strategy provides a clear direction for internal audit services and creates a
link between the Charter, the strategic plan and the annual plan.

The annual internal audit plan of work, developed as per the Internal Audit Strategy, is derived
using a risk-based approach, discussed with Senior Management and approved by the Audit
Committee. The Internal Audit Manager is responsible for the delivery of the internal audit
plan, which will be kept under regular review and reported to the Audit Committee.

Audit Reporting

On conclusion of each assurance review included within the annual internal audit plan, a report
will be provided to management giving an opinion on the adequacy of controls in place to
manage risk. This report will provide an assurance level and associated recommendations to
ensure that risks are appropriately addressed.

Management can choose not to accept / implement the recommendations raised, in all
instances this will be reported through to the Audit Committee, especially in instances whereby
there are no compensating controls justifying the course of action.
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11.3.1

11.3.2

11.3.3

11.4.1

A Progress Report is periodically presented to the Audit Committee which includes the
Executive Summary of all final reports, any significant changes to the approved plan and the
performance of the contractor relative to completing the agreed plan.

A Follow Up Report is also periodically produced for the Audit Committee showing
management progress against the implementation of agreed recommendations arising from
internal audit assurance reports. The Internal Audit Team will verify and obtain evidence to
demonstrate recommendation completion from responsible officers.

An Internal Audit Annual Report and Opinion is produced for Senior Management and the
Audit Committee following the completion of the annual audit plan each financial year.

This report includes a summary of all Internal Audit work carried out, details of
recommendations that have been implemented by management and the Annual Opinion.

The Annual Opinion is based on the overall adequacy and effectiveness of the Local
Authority’s framework of governance, risk management and control during the financial year,
together with reasons if the opinion is unfavourable. This opinion is reached by considering
the results from assurance reviews undertaken throughout the year.

The report also highlights any issues that are deemed particularly relevant to the Annual
Governance Statement (AGS) and the results of the review of the effectiveness of internal
audit.

Quality Assurance and Improvement Programme

The standards require a quality assurance and improvement programme to be developed that
covers all aspects of internal audit; including both internal and external assessments.

If an improvement plan is required as a result of the internal or external assessment, the
Internal Audit Manager will coordinate appropriate action and report this to Senior
Management and the Audit Committee, as part of the annual report and opinion.

Internal Assessment

Internal assessment includes the ongoing monitoring of the performance of the contractor
through the performance measures. These form a key part of service management of the
contract and are subject to quarterly reporting to the Internal Audit Manager for review.

On conclusion of audit reviews a feedback form is provided to the key officer identified during
the audit process. Outcomes are reviewed and relevant improvements discussed with the
contractor.

The standards also require periodic self-assessment in relation to the effectiveness of internal
audit, the detail and outcomes of which are then forwarded to the Section 151 Officer or
Section 17 Officer for their independent scrutiny, before the summary of which is provided to
the Audit Committee as part of the annual report and opinion. This information enables the
Committee to be assured that the internal audit service is operating in accordance with best
practice.

External Assessment

External assessments must be conducted at least once every five years by a qualified,
independent assessor or assessment team from outside the Organisation. This can be in the
form of a full external quality assessment that involves interviews with relevant stakeholders,

Page 11 of 22
24



11.4.2

11.4.3

supported by examination of the internal audit approach and methodology leading to the
completion of an independent report, or a validated self-assessment, which the Internal Audit
Manager compiles against the PSIAS assessment tool, which is then validated by an external
assessor/team. The full external quality assessment is the chosen option for Eastern Internal
Audit Services.

An external assessment will:

¢ Provide an assessment on the internal audit function’s conformance to the standards;

e Assess the performance of the internal audit activity in light of its charter, the
expectations of the various boards and executive management;

¢ |dentify opportunities and offer ideas and counsel for improving the performance of the
internal audit activity, raising the value that internal audit provides to the organisation;
and

o Benchmark the activities of the internal audit function against best practice.

In January 2017 Eastern Internal Audit Services was fully assessed by the Institute of Internal
Auditors. The conclusion of the review was:

The internal audit team fully meet most of the Standards, as well as the Definition, Core
Principles and the Code of Ethics which form the mandatory elements of the Institute of
Internal Auditors’ International Professional Practices Framework (IPPF), the globally
recognised standard for quality in Internal Auditing. This is described as “Generally Conforms”.
It means that the internal audit team may state in its audit reports that the work “has been
performed in accordance with the IPPF”
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APPENDIX 2 — INTERNAL AUDIT STRATEGY

1.1

1.2

21

2.2

3.1

3.11

3.1.2

cClas

quality

EASTERN INTERNAL AUDIT SERVICES
INTERNAL AUDIT STRATEGY FOR 2021/22
Introduction

The Internal Audit Strategy is a high-level statement of;
how the internal audit service will be delivered;
¢ how internal audit services will be developed in accordance with the internal audit
charter;
¢ how internal audit services links to the organisational objectives and priorities; and
e how the internal audit resource requirements have been assessed.

The provision of such a strategy is set out in the Public Sector Internal Audit Standards (the
standards).

The purpose of the strategy is to provide a clear direction for internal audit services and creates
a link between the Charter and the annual plan.

How the internal audit service will be delivered

The Role of the Head of Internal Audit and contract management is provided by South Norfolk
Council to; Breckland, Broadland, North Norfolk, South Holland and South Norfolk District
Councils, Great Yarmouth Borough Council and the Broads Authority. All Authorities are
bound by a Partnership Agreement.

The delivery of the internal audit plans for each Authority is provided by an external audit
contractor, who reports directly to the Head of Internal Audit. The current contract is with TIAA
Ltd, and commenced on 1 April 2015, for an initial period of 5 years ending 31 March 2020. In
line with the terms of this contract an extension has been agreed which will allow the contract
to run for a further year terminating on 31 March 2022. The Head of Internal Audit and Internal
Audit Manager in consultation with all consortium members will be procuring the internal audit
contract during 2021.

How internal audit services will be developed in accordance with the internal audit
charter

Internal Audit objective and outcomes

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

The outcomes of the internal audit service are detailed in the Internal Audit Charter and can
be summarised as; delivering a risk based audit plan in a professional, independent manner,
to provide the Authority with an opinion on the level of assurance it can place upon the internal
control environment, systems of risk management and corporate governance arrangements,
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3.2

3.21

3.2.2

3.2.3

3.2.4

3.2.5

3.2.6

3.2.7

3.2.8

and to make recommendations to improve these provisions, where further development would
be beneficial.

The reporting of the outcomes from internal audit is through direct reports to senior
management in respect of the areas reviewed under their remit, in the form of an audit report.
The Audit and Risk Committee and the Section 17 Officer also receive:
o The Audit Plans Report, which is risk based and forms the next financial year’s plan of
work; and
e The Annual Report and Opinion on the overall adequacy and effectiveness of the
Authority’s framework of governance, risk management and control.

Internal Audit Planning

A risk-based internal audit plan (RBIA) is established in consultation with senior management
that identifies where assurance and consultancy is required.

The audit plan establishes a link between the proposed audit areas and the priorities and risks
of the Authority considering:
e Stakeholder expectations, and feedback from senior and operational managers;
e Objectives set in the strategic plan and business plans;
e Risk maturity in the organisation to provide an indication of the reliability of risk
registers;
e Management’s identification and response to risk, including risk mitigation strategies
and levels of residual risk;
e Legal and regulatory requirements;
e The audit universe — all the audits that could be performed; and
e Previous Internal Audit plans and the results of audit engagements.

In order to ensure that the internal audit service adds value to the Authority, assurance should
be provided that major business risks are being managed appropriately, along with providing
assurance over the system of internal control, risk management and governance processes.

Risk based internal audit planning starts with the Authority’s Business Plan, linking through to
the priority areas and the related high-level objectives. The focus is then on the risks, and
opportunities, that may hinder, or help, the achievement of the objectives. The approach also
focuses on the upcoming projects and developments for the Authority.

The approach ensures; better and earlier identification of risks and increased ability to control
them; greater coherence with the Authority’s priorities; an opportunity to engage with
stakeholders; the Committee and Senior Management better understand how the internal
audit service helps to accomplish its objectives; and this ensures that best practice is followed.

The key distinction with establishing plans derived from a risk based internal audit approach
is that the focus should be to understand and analyse management’s assessment of risk and
to base audit plans and efforts around that process.

Consultation with the Section 17 Officer and Senior Management takes place through
discussion during which current and future developments, changes, risks and areas of concern
are considered and the plan amended accordingly to take these into account.

The outcome of this populates the annual internal audit plan, which is discussed with and
approved by Management Team prior to these being brought to the Audit and Risk Committee.
In addition, External Audit is also provided with details of the plans.
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4.2

4.3

5.1

5.2

Internal Audit Annual Opinion

The annual opinion provides Senior Management and the Audit and Risk Committee with an
assessment of the overall adequacy and effectiveness of the Authority’s framework of
governance, risk management and control.

The opinion is based upon:
e The summary of the internal audit work carried out;
¢ The follow up of management action taken to ensure implementation of agreed action
as at financial year end;
e Any reliance placed upon third party assurances;
Any issues that are deemed particularly relevant to the Annual Governance Statement
(AGS);
¢ The Annual Review of the Effectiveness of Internal Audit, which includes;
o A statement on conformance with the standards and the results of any quality
assurance and improvement programme,
o the outcomes of the performance indicators and
o the degree of compliance with CIPFA’s Statement on the Role of the Head of
Internal Audit.

In order to achieve the above internal audit operates within the standards and uses a risk
based approach to audit planning and to each audit assignment undertaken. The control
environment for each audit area reviewed is assessed for its adequacy and effectiveness of
the controls and an assurance rating applied.

How internal audit services links to the organisational objectives and priorities

In addition to the approach taken as outlined in section 3.2 (Internal Audit Planning), which
ensures that the service links to the organisations objectives and priorities and thereby through
the risk based approach adds value, internal audit also ensure an awareness is maintained of
local and national issues and risks.

The annual audit planning process ensures that new or emerging risks are identified and
considered at a local level. This strategy ensures that the planning process is all
encompassing and reviews the records held by the Authority in respect of risks and issue logs
and registers, reports that are taken through the Authority Committee meetings, and through
extensive discussions with senior management.

Awareness of national issues is maintained through the contract in place with the external
internal audit provider through regular “horizon scanning” updates, and annually a particular
focus provided on issues to be considered during the planning process. Membership and
subscription to professional bodies such as the Institute of Internal Auditors and the CIPFA
on-line query service, liaison with External Audit, and networking, all help to ensure
developments are noted and incorporated where appropriate.

How internal audit resource requirements have been assessed

Through utilising a contractor the risk based internal audit plan can be developed without
having to take into account the existing resources, as you would with an in-house team, thus
ensuring that audit coverage for the year is appropriate to the Authority’s needs and not tied
to a particular resource.

That said a core team of staff is provided to deliver the audit plan, and these staff bring with
them considerable public sector knowledge and experience. These core staff can be
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supplemented with additional staff should the audit plan require it, and in addition specialists,
e.g. information technology auditors, contract auditor, fraud specialists, can be drafted in to
assist in completing the internal audit plan and focusing on particular areas of specialism.

All audit professionals are encouraged to continually develop their skills and knowledge
through various training routes; formal courses of study, in-house training, seminars and
webinars. As part of the contract with TIAA Ltd the contractor needs to ensure that each
member of staff completes a day’s training per quarter.
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APPENDIX 3 — STRATEGIC INTERNAL AUDIT PLAN

Audit Area Last review & assurance Associated Risk 2021722 202223 2023124 2024/25 Joint
Review
Key Controls and Assurance 2019/20 - Reasonable Critical to annual internal audit 15 10 15 10 v
2020/21 - Reasonable opinion
Corporate Governance 2019/20 - Reasonable Critical to annual internal audit 5] 5]
2020/21 - Reasonable opinion
FOI's Complaints and Comms MNew area 10
Performance Management, Business 2016/17 - Substantial 10 U
Planning - Deferred from 2020/21
Procurement and Contract Management 2018/19 Reasonable High 7 10
2020/21 Position Statement
Project Management - Deferred from 2020/21 New area 8
Risk Management Risk Maturity Assessment 6
Coronavirus Response and Recovery Position Statement 2020/21 High 4
Counter Fraud and Corruption Framework MNew area Significant external risk 8 \U
Annual Governance Statement New area Critical to annual internal audit 8 v
opinion
Broadland Growth 2019/20 Reasonable 10
Corporate Health and Safety - Deferred New area High 8 8 v

202021
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Audit Area

Last review & assurance Associated Risk 2021/22 2022123 2023124 2024/25 Joint
Review

Fundamental Financial Systems
Accountancy Services - includes control 2017/18 - Substantial High 1 15 15
accounts, banking, bank reconciliation, asset 2019/20 - Reasonable
register, budgetary control and treasury
management
Accounts Payable (insurance) 2016/17 - Reasonable 12 12

2018/19 - Reasonable
Accounts Receivable 2017/18 - Substantial 10 10

2019/20 - Substantial
Income / Remittances 201718 - Substantial 8 8

2019/20 - Substantial
Payroll and Human Resources 2016/17 - Reasonable High 11 10 10

2018/19 Reasonable
Council Tax and NNDR 2016/17 - Reasonable 15 15

2018/19 Substantial
Covid-19 Business Grants MNew Area 8
Housing Benefit and Local Council Tax 2016/17 - Substantial 15 15

Support

2018/19 Reasonable
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Audit Area Last review & assurance Associated Risk 2021/22 2022123 2023124 2024/25 Joint
Review
Service Area Audits
Economic Development 2017/18 - Reasonable High 12 10
2020/21 - Position Statement

Environmental Strategy MNew area 10
Tourism and Market Towns New area 10
Collaboration Feasibility MNew area Very High & 10
Democratic Services, Training, Allowances & 2013/14 - Reasonable 8
EXpenses 2016/17 - Position Statement
Legal services MNew area 10
Elections and Electoral Registration 2015/16 - Substantial 8
Environmental Health - includes emergency | 2017/18 - Substantial {licensing, 10 v
planning, community safety, food safety, H&S, Food & Safety)
environmental protection, pest control, dog 2018/19 Reasonable
warden, licensing and pollution contral -
Deferred from 2020/21
Waste Management - includes contract 2016/17 - Reasonable 10 v
maonitoring, income collection & monitoring,
refuse collection, street cleansing, recycling,
clinical waste, abandoned vehicles and
grounds maintenance - Deferred from 202021
Community Safety including Early Help Hub New area 10
Safeguarding and Wellbeing MNew area 10
Community Leisure New area 4
Homelessness, Home Options and Private 2016/17 - Reasonable 10 \U
Sector Leasing 2018/20 - Limited
Housing Strategy and Affordable Housing 2016/17 - Reasonable 10
Private Sector Housing - includes DFGs, 2016/17 - Substantial 10
grants and loans 2019/20 - Substantial
Planning and development management 2017/18 - Reasonable 15

2019/20 - Reasonable
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Audit Area Last review & assurance Associated Risk 2021/22 2022/23 2023/24 2024/25 Joint
Review

ICT Audits

Cyber Crime 2018/19 Reasonable Very High 10 10 v

Remote Access 2020/21 - Reasonable

Disaster Recovery 2018/19 - Reasonable Very High 3 10 \U
2019/20 - Reasonable

MNetwork Security and Infrastructure 2014/15 Reasonable 10

Service Desk 2020/21 - Reasonable

Exchange and Ancillary Services 2016/17 - Reasonable

Data Centre - - Deferred from 2020/21 2019/20 Position Statement

IT audit reviews to be determined 10 20 20

Follow Up of audit recommendations

Follow up of agreed audit recommendations 10 10 10 10

Total number of days 140 154 153 146
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Appendix 4 Annual Internal Audit Plan 2021/22

Audit Area

No of days ‘ a1 ‘ Q2

‘ Q3 ‘ Q4 ‘ TBC ‘ Joint ‘Notes

Annual Opinion Governance Audits

Key Controls and Assurance

15

15

v

This is an annual review of key financial controls and informs the Head of Internal
Audit's overall opinion on the control environment and feeds into the Statement of
Accounts. For those systems not subject to a full audit review within the year,
assurance will be provided. In 2021/22 this review will cover; Accounts Payable, HR
and Payroll, Council Tax and NNDR and Housing Benefit and Council Tax Support.

Performance Management, Business
Planning

10

This review was deferred from the 2020/21 plan to allow for urgent Covid-19 audit
coverage. Due to the significance of the Covid-19 Pandemic, the Corporate Plan for
the Council will be reviewed taking lessons learnt, new ways of working and changes
to local needs into account. Qur review will provide assurance that the new strategy
reflects the environment, that reliable information has been used to inform the
process, that risks to delivery have been considered and that performance measures
have been revised that are achievable yet challenging. This review will be undertaken
consortium wide to draw on similarities and good practice where relevant.

Annual Governance Statement

A deep dive review will be undertaken to provide assurance that compliance with the
governance code can be evidenced and that Annual Governance Statement is
compiled following the Cipfa and Solace Delivering Good Governance in Local
Government. This review is to be carried out consortium wide to draw on similarities
and relevant good practice interpretations.

Corporate Health and Safety

This review was deferred from 2020/21 to respond to Covid-19. A Medium High risk
has been raised in the strategic register in relation to a major incident occurring.
Norfolk County Council currently provides health and safety related advice and
support. Our review will provide independent assurance aver the confrols in place to
mitigate this risk such as; key roles and responsibilities, inspections and reporting to
provide assurance that the service is operating effectively. Qur review will also
examine the adequacy of procedures in relation to lone working and the dangerous
persons register.

Counter Fraud and Corruption

The latest Fighting Fraud and Carruption Strategy has highlighted an increasing
threat of fraud related risks for local authorities. Our review will examine the Council's
approach to Fraud in line with the checklist provided as part of this new strategy and
suggest practical recommendations for improvement where required. This review will
be carried out consortium wide to examine areas of best practice.
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Audit Area

No of days ‘ a1 ‘ Q2 ‘ Q3

‘ Q4 ‘ TBC ‘ Joint ‘Notes

Fundamental Financial Systems

Accounts Receivable 10 10 These key financial systems feed into the Head of Internal Audit Opinion and

Income 8 8 Statement of Accounts and require regular review to confirm the adequacy and

Accountancy Services 15 15 effectiveness of controls. Where reviews are undertaken in earlier quarters, top up
testing will be completed if required in the key controls audit to provide adequate
coverage.

Covid-19 Business Grants 8 8 Post award assurance will be provided on relief payments and discretionary based
payments administered by the Council during Covid-19. The end to end process will
be examined and evidence of due diligence requested to provide assurance that
grants have been paid correctly. Consortium wide review.

Service area audits

Homelessness & Housing Options 10 10 A limited assurance grading was raised at Broadland in 2019/20 in this area.

Our review will evaluate the effectiveness of improvements in this area and provide
assurance that the service is being delivered in line with statutory obligations
following the significant pressures placed on the service at both Councils during the
Covid-19 pandemic.

Environmental Health 10 10 This area was deferred from the 2020/21 Plan to allow for urgent Covid-19 audit
coverage. This area was last reviewed in 2016/17 at SNC, 2018/19 at BRD and
focused licencing and food safety where a reasonable assurance grading was given.
This audit will revisit these controls at both Councils now that this area has come
together as one team and provide assurance that licencing and Food Health and
Safety at work regulation and enforcement controls are operating effectively.

ICT Audits

Cyber Security 10 10 A limited assurance grading was issued in 2019/20 at SNC in relation to cyber
security controls. At Broadland a reasonable was given. This review will confirm that
the improvements suggested during these reviews have been embedded and that
cyber security risks are well managed.

Disaster Recovery 10 10 A limited assurance grading was issued in 2019/20 at SNC in relation to disaster
recovery controls. At Broadland a reasonable was given. This review will confirm that
the improvements suggested during these reviews have been embedded and
provide assurance that investment to improve resilience at bath Councils is on frack
and is being well managed.

Follow Up of audit recommendations

Follow up of agreed internal audit 10 25 25 25 25 Bi-monthly follow up of agreed recommendations and evidence of closure verified.

recommendations BRD

Total number of days 140 25 46.5 53.5 375
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10 May 2021
Broadland District Council

Audit Committee Members
Thorpe Lodge,

1 Yarmouth Road
Norwich, NR7 ODU

Dear Committee Members
Provisional Audit Plan - 2020/21

We are pleased to attach our Provisional Audit Plan which sets out how we intend to carry out our responsibilities as your auditor. Its purpose is
to provide the Audit Committee with a basis to review our proposed audit approach and scope for the 2020/21 audit in accordance with the
requirements of the Local Audit and Accountability Act 2014, the National Audit Office’'s 2020 Code of Audit Practice, the Statement of
Responsibilities issued by Public Sector Audit Appointments (PSAA) Ltd, auditing standards and other professional requirements. It is also to
ensure that our audit is aligned with the Committee's service expectations.

This Provisional Audit Plan summarises our initial assessment of the key risks driving the development of an effective audit for the Council, and
outlines our planned audit strategy in response to those risks. Our planning procedures remain ongoing; we will inform the Audit Committee if
there any significant changes or revisions once we have completed these procedures and will provide an update to the next meeting of the
committee.

This report is intended solely for the information and use of the Audit Committee and Management, and is not intended to be and should not be
used by anyone other than these specified parties. We welcome the opportunity to discuss this report with you on 24 June 2021 as well as
understand whether there are other matters which you consider may influence our audit.

Yours faithfully

Muew HodGSon/

Mark Hodgson
Associate Partner
For and on behalf of Ernst & Young LLP
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Public Sector Audit Appointments Ltd (PSAA) issued the “Statement of responsibilities of auditors and audited bodies”. It is available from the via the PSAA website (https://www.psaa.co.uk/audit-
uality/statement-of-responsibilities/). The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. It summarises where the different

responsibilities of auditors and audited bodies begin and end, and what is to be expected of the audited body in certain areas.

The “Terms of Appointment and further guidance (updated April 2018)" issued by the PSAA sets out additional requirements that auditors must comply with, over and above those set out in the National Audit

Office Code of Audit Practice (the Code) and in legislation, and covers matters of practice and procedure which are of a recurring nature.

This report is made solely to the Audit Committee and management of Broadland District Council in accordance with the statement of responsibilities. Our work has been undertaken so that we might state to

the Audit Committee, and management of Broadland District Council those matters we are required to state to them in this report and for no other purpose. To the fullest extent permitted by law we do not

accept or assume responsibility to anyone other than the Audit Committee, and management of Broadland District Council for this report or for the opinions we have formed. It should not be provided to any

third-party without our prior written consent.



https://www.psaa.co.uk/audit-quality/statement-of-responsibilities/
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ol Overview of our 2020/21 audit strategy

The following ‘dashboard’ summarises the significant accounting and auditing matters outlined in this report. It seeks to provide the Finance,
Resources, Audit and Governance Committee with an overview of our initial risk identification for the upcoming audit and any changes in risks identified in
the current year.

Audit risks and areas of focus
Risk / area of focus Riskidentified | ChangefrompPY |Detais

Misstatements due to fraud or error Fraud risk No change inrisk  As identifiedin ISA 240, managementis in a unique position to perpetrate fraud
or focus because of its ability to manipulate accounting records directly or indirectly and
prepare fraudulent financial statements by overriding controls that would
otherwise appear to be operating effectively.

Incorrect apportionment of Fraud risk No change inrisk  The partnership with South Norfolk District Council has resulted in an agreement
recharged expenditure overheads or focus for apportioning expenditure overheads shared between the two councils.
between South Norfolk District ) ) _ )

Council and Broadland District The allocation of these expenditure overheads provides opportunity for

Council management to manipulate accounting records directly or indirectly and prepare

fraudulent financial statements.

Covid-19 related grant income Significant Risk NN ENGREIEERIN The Council has received a significant level of government funding in relation to

of focus Covid-19. There is a need for the Council to ensure that it accounts for these
grants appropriately, taking into account any associated restrictions and
conditions.
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ol Overview of our 2020/21 audit strategy

The following ‘dashboard’ summarises the significant accounting and auditing matters outlined in this report. It seeks to provide the Audit Committee with

an overview of our initial risk identification for the upcoming audit and any changes in risks identified in the current year.

Audit risks and areas of focus

Valuation of Land and Buildings Significant Risk Increase in risk The valuation of land and buildings represent significant balances in the Council's

risk accounts. Management is required to make material judgemental inputs and apply
estimation techniques to calculate the year-end balances recorded in the balance
sheet. Management has also opted to change External Valuers for the financial
year triggering a revaluation event.

There is a risk fixed assets may be under/overstated or the associated accounting
entries incorrectly posted.

Pension Liability Valuation Inherent risk No change in risk or  The Council’'s Pension Fund Liability is a material estimated balance disclosed on
focus the Council’s balance sheet. Accounting for this scheme involves significant
estimation and judgement, management engages an Actuary to undertake the
calculations on their behalf.

ISAs (UK and Ireland) 500 and 540 require us to undertake procedures on the use
of management experts and the assumptions underlying fair value estimates.

Collection Fund Accounting Inherent Risk NERINEENCREICERGM Businesses in the retail, hospitality, and leisure sectors will not have to pay
focus business rates for the 2020/21 fiscal year-end which is automatically applied by

the Council. Management will be required to update internal applications of the

businessrates. There is a risk that business rates are overstated.

Furthermore, there is a risk that Council Tax will not be fully collected related to
2020/21 and that any related deficits will need to be re-balanced over the next
three year period.

Omission or understatement of NDR Inherent Risk No change in riskor ~We have identified the omission and incorrect valuation of the NDR appeals
appeals provisions focus provisions as a separate inherent risk. It is expected that the number of appeals by
businesses will have increased from prior year due to inoperability of businesses
throughout the COVID-19 pandemic. The calculation of the provision involves
significant judgements and a high level of complexity. Due to the size and nature
of the balance thereis a risk that the provision could be materially understated.
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ol Overview of our 2020/21 audit strategy

The following ‘dashboard’ summarises the significant accounting and auditing matters outlined in this report. It seeks to provide the Audit Committee with
an overview of our initial risk identification for the upcoming audit and any changes in risks identified in the current year.

Audit risks and areas of focus
Risk / area of focus Riskidentified | ChangefromPY |[Detaits |

Recoverability of Receivables Inherent Risk New risk area in There is increased risk that Receivable balances become irrecoverable due to the
(Bad Debt Provision) 2020/21 Covid-19 pandemic as an increased number of businesses and residents unable to
meet financial obligations. As a result, an impairment of the year-end Receivables
balance may be required.

Going Concern Disclosure Area of Focus No changeinrisk or  The financial landscape for the Council remains challenging and management will
focus need to prepare a going concern assessment covering a period up to 12 months
from the expected date of the financial statements authorisation. The Council will
also need to make an appropriate disclosurein the financial statements. In
addition, the revised auditing standard on going concern requires additional
challenge from auditors on the assertions being made by management.

Auditing accounting estimates

In addition to the above risks and areas of focus, a revised auditing standard has been issued in respect of the audit of accounting estimates. The revised
standard requires auditors to consider inherent risks associated with the production of accounting estimates. These could relate, for example, to the
complexity of the method applied, subjectivity in the choice of data or assumptions or a high degree of estimation uncertainty. As part of this, auditors now
consider risk on a spectrum (from low to high inherent risk) rather than a simplified classification of whether there is a significant risk or not. At the same
time, we may see the number of significant risks we report in respect of accounting estimates to increase as a result of the revised guidance in this area. The
changes to the standard may affect the nature and extent of information that we may request and will likely increase the level of audit work required.
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o7l Overview of our 2020/21 audit strategy

Materiality

Plannin Materiality for the single entity has been set at £0.946 million, which represents 2% of the prior years gross expenditure on provision of
N9 services.
materiality

£0.946m

Performance Performance materiality has been set at £0.709 million, which represents 75% of materiality. We have assessed a
materiality lower likelihood of misstatement this year based on the prior year audit.

£0.709m

Audit We will report all uncorrected misstatements relating to the primary statements (comprehensive
diff Hal income and expenditure statement, balance sheet, movement in reserves statement, cash flow
HHEFENCES statement and collection fund) greater than £0.47 million. Other misstatements identified will be
£O 47m communicated to the extent that they merit the attention of the Audit Committee.
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o7 Overview of our 2020/21 audit strateqgy

This Audit Plan covers the work that we plan to perform to provide you with:

= Qur audit opinion on whether the financial statements of Broadland District Council give a true and fair view of the financial position as at 31 March 2021 and of
the income and expenditure for the year then ended; and

= Qur conclusion on the Council's arrangements to secure economy, efficiency and effectiveness (Value for Money).

We will also review and report to the National Audit Office (NAO), to the extent and in the form required by them, on the Council’s Whole of Government Accounts
return.

Our audit will also include the mandatory procedures that we are required to perform in accordance with applicable laws and auditing standards.
When planning the audit we take into account several key inputs:

Strategic, operational and financial risks relevant to the financial statements;
Developmentsin financial reporting and auditing standards;

The quality of systems and processes;

Changes in the business and regulatory environment; and,

Management's views on all of the above.

By considering these inputs, our audit is focused on the areas that matter and our feedback is more likely to be relevant to the Council.

Taking the above into account, and as articulated in this audit plan, our professional responsibilities require us to independently assess the risks associated with
providing an audit opinion and undertake appropriate procedures in response to that. Our Terms of Appointment with PSAA allow them to vary the fee dependent on
“the auditors assessment of risk and the work needed to meet their professional responsibilities”. PSAA are aware that the setting of scale fees has not kept pace with
the changing requirements of external audit with increased focus on, for example, the valuations of land and buildings, the auditing of groups, the valuation of pension
obligations, the introduction of new accounting standards such as IFRS 9 and 15 in recent years as well as the expansion of factors impacting the value for money
conclusion. Therefore to the extent any of these or any other risks are relevant in the context of Broadland District Council's audit, we will discuss these with
management as to the impact on the scale fee.
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253 Audit risks

Our response to significant risks

We have set out the significant risks (including fraud risks denoted by*) identified for the current year audit along with the rationale and expected audit approach.
The risks identified below may change to reflect any significant findings or subsequent issues we identify during the audit.

Misstatements due to fraud or

error*

The financial statements as a whole are not free
of material misstatements whether caused by
fraud or error.

As identified in ISA (UK and Ireland) 240,
management is in a unique position to
perpetrate fraud because of its ability to
manipulate accounting records directly or
indirectly and prepare fraudulent financial
statements by overriding controls that
otherwise appear to be operating effectively. We
identify and respond to this fraud risk on every
audit engagement.

As part of our audit work to identify fraud risks
during the planning stages, we have identified
those areas of the accounts that involve
management estimates and judgements as the
key areas at risk of manipulation.

In addition, we have identified those
areas of the where the risk of manipulation could
specifically manifest itself.

This area is set out on the following page.

46

What is the risk? What will we do?

We will undertake our standard procedures to address fraud risk, which
include:

>

>

Identifying fraud risks during the planning stages;

Inquiry of management about risks of fraud and the controls put in
place to address those risks;

Understanding the oversight given by those charged with governance
of management's processes over fraud;

Consideration of the effectiveness of management's controls designed
to address the risk of fraud;

Determining an appropriate strategy to address those identified risks
of fraud; and

Performing mandatory procedures regardless of specifically identified
fraud risks, including testing of journal entries and other adjustments
in the preparation of the financial statements.

To address the residual risk of management override we perform specific
procedures which include:

>

Testing the appropriate ness of journal entries recorded in the general
ledger and other adjustments made in the preparation of the financial
statements, for example using our journal tool to focus our testing on
specific journals such as those created at unusual times or by staff
members not usually involved in journal processing;

Assessing key accounting estimates for evidence of management bias;
and

Evaluating the business rationale for significant unusual transactions.

11



Z® Audit risks

Our response to significant risks (continued)

Misstatements due to fraud or
error - Incorrect
apportionment of recharged
expenditure overheads
between South Norfolk
District Council and Broadland
District Council *

Financial statement impact

We have identified a risk of
recharged expenditure
misstatement that could affect the
Income and Expenditure accounts.

We consider the risk applies to the
measurement of recharged
overheads and could resultin a
misstatement of ‘Cost of Services’
reported in the ‘Comprehensive
Income and Expenditure’ statement
and Balance Sheet.

As identified in ISA (UK and Ireland) 240, management
is in a unigue position to perpetrate fraud because of its
ability to manipulate accounting records directly or
indirectly and prepare fraudulent financial statements
by overriding controls that otherwise appear to be
operating effectively (see above).

We have considered the key areas where management
has the opportunity and incentive to override controls
to manipulate the Comprehensive Income & Expenditure
Statement. We consider the risk of management
override to be more prevalent in:

» theincorrect application of recharges between
South Norfolk District Council and Broadland District
Council thus manipulating the financial position of
one or both Councils.

47

What is the risk? What will we do?

In order to address this risk we will carry out a range of
procedures including:

>

Reviewing the appropriateness of recharges and that they are
in line with the agreed cost sharing arrangement;

Performing sample testing on recharge invoices to ensure that
they are in line with the cost sharing agreement; and

Testing the appropriateness of journal entries recorded in the
general ledger and other adjustments made in the preparation
of the financial statements purporting to recharges.

12



@ Audit risks
Our response to significant risks (continued)

Accounting for Covid-19

related Government grants The Council has received a significant level of In order to address this risk we will carry out a range of procedures
additional government funding in relation to Covid-19.  including:
Whilst there is no change in the CIPFA Code or + Sample testing Government Grant income to ensure that they
Accounting Standard (IFRS 15) in respect of have been correctly classified as specific or non-specificin
accounting for government grant funding, the nature; and
emergency nature of some of the grants received and * Sample testing Government Grant income to ensure that they
in some cases the lack of clarity on any associated have been correctly classified in the financial statements based
restrictions and conditions, means that the Council on any restrictions imposed by the funding body.
will need to apply a greater degree of assessmentand  we will encourage the Finance Team to provide its assessment of

judgement to determine the appropriate accounting grant accounting before it prepares the statements so that we can

We have identified a risk of treatment within the 2020/21 statements. provide an early view on its proposed accounting treatment.

Government grant income

misstatement that could affect the

Comprehensive Income and

Expenditure Statement.

We consider the risk applies to the

classification of Government grant

income and could resultin a

misstatement of ‘Cost of Services'

reported in the ‘Comprehensive

Income and Expenditure’ statement

and Balance Sheet.

48
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Z@, Audit risks

Our response to significant risks (continued)

Valuation of Land and
Buildings

Financial statement impact

We have identified a risk of
Property, Plant & Equipment (PPE)
and Investment Property (IP)
misstatement that could affect the
Balance Sheet as well as Income
and Expenditure accounts.

We consider the risk applies to the
valuation of PPE and IPE and could
result in a misstatement of 'Cost of
Services'reported in the
‘Comprehensive Income and
Expenditure’ statement and
Balance Sheet.

The fair value of Property, Plant and Equipment (PPE)
and Investment Properties (IP) represent significant
balances in the Council's accounts and are subject to
valuation changes, impairment reviews and
depreciation charges.

In the fiscal year the Council has changed valuers
from District Valuation Service (DV) to Wilks Head &
Eve (WHE) and will undergo a significant revaluation
event.

Management is required to make material
judgementalinputs and apply estimation techniques
to calculate the year-end balances recorded in the
balance sheet. At 31 March 2020 the value of PPE
and IP totalled £7.3 million.

ISAs (UK and Ireland) 500 and 540 require us to
undertake procedures on the use of management
experts and the assumptions underlying fair value
estimates.

49

What is the risk? What will we do?

In order to address this risk we will carry out a range of procedures
including:

>

Considering the work performed by the Council's valuers,
including the adequacy of the scope of the work performed, their
professional capabilities and the results of their work;

Sample testing key asset information used by the valuersin
performing their valuation (e.q. floor plans to support valuations
based on price per square metre);

Considering the annual cycle of valuations to ensure that assets
have been valued, as a minimum, withina 5 year rolling
programme as required by the Code. We have also considered if
there are any specific changes to assets that have occurred and
that these have been communicated to the valuer;

Reviewing assets not subject to valuationin 2019/20 to confirm
that the remaining asset base is not materially misstated;

Considering changes to useful economic lives as a result of the
most recent valuation;

Where there are significant changes in valuation, or a lack of
change where a movement is expected, we may need to engage
our own EY valuation experts to perform a review of valuation
assumptions and methodologies, particularly on those more
complex methodologies such as depreciated replacement cost;
and

Testing that accounting entries have been correctly processed in
the financial statements.

14



Z® Audit risks

Other areas of audit focus (continued)

What is the risk/area of focus?

What will we do?

Pension Liability Valuation - Inherent Risk

The Local Authority Accounting Code of Practice and IAS19 require the
Council to make extensive disclosures within its financial statements
regarding the Local Government Pension Scheme (LGPS) in whichiit is an
admitted body.

The Council’'s current Pension Fund Liability is a material and sensitive
item and the Code requires that this liability be disclosed on the Council’s
balance sheet.

At 31 March 2020 this totalled £31.1 million. The information disclosed is
based on the IAS 19 report issued to the Council by the actuary to the
Administering body (Norfolk County Council).

Accounting for this scheme involves significant estimation and
judgement.

ISAs (UK and Ireland) 500 and 540 require us to undertake procedures on
the use of management experts and the assumptions underlying fair value
estimates.

In order to address this risk we will carry out a range of procedures including:

>

Liaise with the auditors of the Administering Authority (Norfolk County Council), to
obtain assurances over the information supplied to the actuary in relation to
Broadland District Council;

Assess the work of the Pension Fund actuary (Hymans) including the assumptions
they have used by relying on the work of PWC - Consulting Actuaries commissioned
by National Audit Office for all Local Government sector auditors, and considering
any relevant reviews by the EY actuarial team; and

Review and test the accounting entries and disclosures made within the Council’s
financial statementsin relation to IAS19.

50
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Z® Audit risks

Other areas of audit focus

We have identified other areas of the audit, that have not been classified as significant risks, but are still important when considering the risks of material
misstatement to the financial statements and disclosures and therefore may be key audit matters we will include in our audit report.

What is the risk/area of focus?

In order to address this risk we will carry out a range of procedures including:

Omission or understatement of NDR appeals provisions -

Inherent Risk

We have identified the omission and incorrect valuation of
the NDR appeals provisions as a separate inherent risk. It
is expected that the number and magnitude of appeals by
businesses will increase in the fiscal period as a result of
the COVID-19 pandemic impacting the operability of Non-
Domestic Properties. The lockdown and closure of
businesses throughout the pandemic may give rise to
appeals on the basis of hardship.

The calculation of the provision involves significant
judgements and a high level of complexity. Due to the size
and nature of the balance there is a risk that the provision
could be materially understated.

What will we do?

>

Testing the calculation of the NDR Provision to ensure all estimates and judgements are fully
supported and are agreed to independent sources wherever possible. Where testing is performed we
will apply a lower testing threshold to ensure the Appeals Provision is calculated on an appropriate
basis and has been correctly valued;

Consider the work performed by the Council's expert, Analyse Local, including the adequacy of the
scope of the work performed, their professional capabilities and the results of their work; and

Undertaking procedures such as review of minutes and enquiries of management and those charged
with governance to gain assurance over the material completeness of the provision.

51
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253 Audit risks

Other areas of audit focus (continued)

What is the risk/area of focus?
Recoverability of Receivables (Bad Debt Provision) - Inherent Risk

As a result of the COVID-19 pandemic there was a negative impact on the
overall national economic position. This gives rise to an expectation of an

increase in Debtor Receivable balances in comparison to prior periods and
therefore requires the Council to perform additional assessment over the

recoverability of outstanding balances.

Collection Fund Accounting - Inherent Risk

Central government has announced that businessesin the retail,
hospitality, and leisure sectorsin England will not have to pay business
rates in the current fiscal period. Furthermore, there is a risk that Council
Tax will not be fully collected related to 2020/21 and that any related
deficits will need to be rebalanced over the next three year period. This
represents a change in the calculation from prior period and presents the
potential for misstatement,

What will we do?

In order to address this risk we will carry out a range of procedures including:

>

Obtaining an understanding of Bad Debt Provision policies applied by The Council
including any updates to the policies throughout the fiscal period;

Obtain and review the aged debt report for increases in non-current outstanding
balances and sample test the report to underlying source documentation to ensure
the accuracy of aging; and

Identify significant overdue balances and assess the appropriateness of the bad
debt provision recorded by The Council to address these balances.

In order to address this risk we will carry out a range of procedures including:

>

Perform analytic procedures over NDR and Council Tax factoring in new
assumptions

Review impact of increased reliefs due to COVID-19 within the Collection Fund and
flow through to the CIES.

Review of Collection Fund Statement and related disclosures for appropriateness
in line with the Code

52
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Z® Audit risks

Other areas of audit focus (continued)

What is the risk/area of focus? What will we do?

Going Concern Compliance with ISA 570 - Area of Focus We will meet the requirements of the revised auditing standard on going concern (ISA
570) and consider the adequacy of the Council’s going concern assessment and its

There is a presumption that the Council will continue as a going concern disclosurein the accounts by:

for the foreseeable future. However, the Councilis required to carryouta » Challenging management's identification of events or conditions impacting going

going concern assessment that is proportionate to the risks it faces. In concern;

light of the continued impact of Covid-19 on the Council's day to day

finances, its annual budget, its cashflow and its medium term financial

strategy, there is a need for the Council to ensure it's going concern

assessment is thorough and appropriately comprehensive. » Reviewing the Council’s cashflow forecast covering the foreseeable future, to ensure

that it has sufficient liquidity to continue to operate as a going concern;

Testing management’s resulting assessment of going concern by evaluating
supporting evidence (including consideration of the risk of management bias);

The Council is then required to ensure that its going concern disclosure
within the statement of accounts adequately reflects its going concern
assessment and in particular highlights any uncertainties it has identified.
In addition, the auditing standard in relation to going concern (ISA570) » Challenging the disclosure made in the accounts in respect of going concern and any
has been revised with effect for the 2020/21 accounts audit. material uncertainties;

Undertaking a 'stand back’ review to consider all of the evidence obtained, whether
corroborative or contradictory, when we draw our conclusions on going concern;

We will discuss the detailed implications of the revised Auditing Standard with finance
staff shortly and seek to agree with management to receive an early draft of the
Council's going concern assessment in advance of the 2020/21 year-end audit in order
to provide management with feedback on the adequacy and sufficiency of the proposed
disclosuresin relation to going concern.

53
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Z@, Audit risks

Other areas of audit focus (continued)

What is the risk/area of focus?

Auditing accounting estimates

ISA 540 (Revised) - Auditing Accounting Estimates and Related Disclosures applies to audits of all accounting estimates in financial statements for periods beginning
on or after December 15, 2019.

This revised ISA responds to changes in financial reporting standards and a more complex business environment which together have increased the importance of
accounting estimates to the users of financial statements and introduced new challenges for preparers and auditors.

The revised ISA requires auditors to consider inherent risks associated with the production of accounting estimates. These could relate, for example, to the
complexity of the method applied, subjectivity in the choice of data or assumptions or a high degree of estimation uncertainty. As part of this, auditors consider risk
on a spectrum (from low to high inherent risk) rather than a simplified classification of whether there is a significant risk or not. At the same time, we expect the
number of significant risks we report in respect of accounting estimates to increase as a result of the revised guidance in this area.

The changes to the standard will affect the nature and extent of information that we request and will likely increase the level of audit work required, particularly in
cases where an accounting estimate and related disclosures are higher on the spectrum of inherent risk. For example:

* We will place more emphasis on obtaining an understanding of the nature and extent of your estimation processes and key aspects of related policies and
procedures. We will need to review whether controls over these processes have been adequately designed and implemented in a greater number of cases.

» We will provide increased challenge of aspects of how you derive your accounting estimates. For example, as well as undertaking procedures to determine
whether there is evidence which supports the judgments made by management, we may also consider whether there is evidence which could contradicts them.

* We will make more focussed requests for evidence or carry out more targeted procedures relating to components of accounting estimates. This might include
the methods or models used, assumptions and data chosen or how disclosures (for instance on the level of uncertainty in an estimate) have been made,
depending on our assessment of where the inherent risk lies.

* You may wish to consider retaining experts to assist with related work. You may also consider documenting key judgements and decisions in anticipation of
auditor requests, to facilitate more efficient and effective discussions with the audit team.

+ We may ask for new or changed management representations compared to prior year's as a result of the above procedures.

54
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'@ Value for money

1

The Council's responsibilities for value for money

The Council is required to maintain an effective system of internal control that supports the achievement of its policies, aims and objectives while safequarding

and securing value for money from the public funds and other resources at its disposal.

As part of the material published with its financial statements, the Council is required to bring together commentary on its governance framework and how this
has operated during the period in a governance statement. In preparing its governance statement, the Council tailor's the content to reflect its own individual
circumstances, consistent with the requirements of the relevant accounting and reporting framework and having regard to any guidance issued in support of
that framework. This includes a requirement to provide commentary on its arrangements for securing value for money from their use of resources.

Auditor responsibilities under the new Code

Under the 2020 Code we are still required to consider whether the Council has put in place ‘proper
arrangements’ to secure economy, efficiency and effectiveness on its use of resources. However, there is
no longer overall evaluation criterion which we need to conclude on. Instead the 2020 Code requires the
auditor to design their work to provide them with sufficient assurance to enable them to report to the
Council a commentary against specified reporting criteria (see below) on the arrangements the Council has
in place to secure value for money through economic, efficient and effective use of its resources for the

relevant period.
The specified reporting criteria are:

« Financial sustainability

How the Council plans and manages its resources to ensure it can continue to deliver its services;

 Governance

How the Council ensures that it makes informed decisions and properly manages its risks; and

* Improving economy, efficiency and effectiveness
How the Council uses information about its costs and performance to improve the way it manages and

delivers its services.

56
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[ 1
'@ Value for money

1

Planning and identifying VFM risks

The NAO's guidance notes require us to carry out a risk assessment which gathers sufficient evidence to enable us to document our evaluation of the Council’s
arrangements, in order to enable us to draft a commentary under the three reporting criteria. This includes identifying and reporting on any significant
weaknesses in those arrangements and making appropriate recommendations. This is a change to 2015 Code guidance notes where the NAO required auditors
as part of planning, to consider the risk of reaching an incorrect conclusion in relation to the overall criterion.

In considering the Council’'s arrangements, we are required to consider:

* The Council's governance statement

» Evidence that the Council's arrangements were in place during the reporting period;

* Evidence obtained from our work on the accounts;

* The work of inspectorates (such as OfSTED) and other bodies and

* Any other evidence source that we regard as necessary to facilitate the performance of our statutory duties.

We then consider whether there is evidence to suggest that there are significant weaknesses in arrangements. The NAQO's guidance is clear that the assessment

of what constitutes a significant weakness and the amount of additional audit work required to adequately respond to the risk of a significant weakness in
arrangements is a matter of professional judgement. However, the NAO states that a weakness may be said to be significant if it:

* Exposes - or could reasonably be expected to expose - the Council to significant financial loss or risk;

» Leadsto - or could reasonably be expected to lead to - significant impact on the quality or effectiveness of service or on the Council’'s reputation;

* Leadsto - or could reasonably be expected to lead to - unlawful actions; or

» Identifies a failure to take action to address a previously identified significant weakness, such as failure to implement or achieve planned progress on
action/improvement plans.

We should also be informed by a consideration of:

* The magnitude of the issue in relation to the size of the Council;

» Financial conseqguences in comparison to, for example, levels of income or expenditure, levels of reserves, or impact on budgets or cashflow forecasts;

* Theimpact of the weakness on the Council’s reported performance;

» Whether the issue has been identified by the Council's own internal arrangements and what corrective action has been taken or planned;

* Whether any legal judgements have been made including judicial review;

+ Whether there has been any intervention by a regulator or Secretary of State;

* Whether the weakness could be considered significant when assessed against the nature, visibility or sensitivity of the issue;

* Theimpact on delivery of services to local taxpayers; and

* The length of time the Council has had to respond to the issue.
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Responding to identified risks

Where our planning work has identified a risk of significant weakness, the NAO's guidance requires us to consider what additional evidence is needed to
determine whether there is a significant weakness in arrangements and undertake additional procedures as necessary, including where appropriate, challenge of
management’s assumptions. We are required to report our planned procedures to the Audit Committee.

Reporting on VFM

In addition to the commentary on arrangements, where we are not satisfied that the Council has made proper arrangements for securing economy, efficiency
and effectivenessin its use of resources, the 2020 Code has the same requirement as the 2015 Code in that we should refer to this by exception in the Audit
Report on the financial statements.

However, a new requirement under the 2020 Code is for us to include the commentary on arrangements in a new Auditor’'s Annual Report. The 2020 Code
states that the commentary should be clear, readily understandable and highlight any issues we wish to draw to the Council’s attention or the wider public. This
should include details of any recommendations arising from the audit and follow-up of recommendations issued previously, along with our view as to whether
they have been implemented satisfactorily.

Status of our 2020/21 VFM planning

We have yet to complete our detailed VFM planning.

We will update a future Audit Committee meeting on the outcome of our VFM planning and our planned response to any identified risks of significant weaknesses
in arrangements.
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%|E“ Audit materiality
Materiality

Materiality Key definitions

For planning purposes, materiality for 2020/21 has been set at £0.946 million. This Planning materiality - the amount over which we anticipate misstatements

represents 2% of the Council's prior year gross expenditure on provision of services. It would influence the economic decisions of a user of the financial

will be reassessed throughout the audit process. We have used this basis primarily due statements.

to the fact that the main function of the entity is to provide services to the local

community. We have provided supplemental information about audit materiality in Performance materiality - the amount we use to determine the extent of

Appendix C. our audit procedures. We have set performance materiality at £0.709
million which represents 75% of planning materiality (2019/20: 75%). We
maintained this level due to the low volume of errors identified in 2019/20
and the risk that a similar volume of errors will recur in 2020/21.

Audit difference threshold - we propose that misstatements identified
below this threshold are deemed clearly trivial. A marginally higher
threshold for misstatementsis used for component reporting. We will report
to you all uncorrected misstatements over this amount relating to the
£O 709 m comprehensive income and expenditure statement, balance sheet and

y collection fund. The audit differences threshold has been set at £0.047
million.

Performance
Gross expenditure materiality
on provision of services

£47.3m

Planning
materiality diff Other uncorrected misstatements, such as reclassifications and
£O 946m IHEFENCES misstatementsin the cashflow statement and movementin reserves
. statement or disclosures, and corrected misstatements will be
£0.047m

communicated to the extent that they merit the attention of the
committee, or are important from a qualitative perspective.

We request that the Committee confirm its understanding of, and agreement to, these
materiality and reporting levels.
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€& Scope of our audit
Our Audit Process and Strategy

Objective and Scope of our Audit scoping

Under the Code of Audit Practice our principal objectives are to review and report on the Council's financial statements and arrangements for securing economy,
efficiency and effectivenessin its use of resources to the extent required by the relevant legislation and the requirements of the Code.

We issue an audit report that covers:
1. Financial statement audit
Our objective is to form an opinion on the financial statements under International Standards on Auditing (UK and Ireland).

We also perform other procedures as required by auditing, ethical and independence standards, the Code and other regulations. We outline below the procedures we
will undertake during the course of our audit.

Procedures required by standards

» Addressing the risk of fraud and error;

» Significant disclosuresincluded in the financial statements;

» Entity-wide controls;

» Reading other information containedin the financial statements and reporting whether it is inconsistent with our understanding and the financial statements; and
» Auditor independence.

Procedures required by the Code
* Reviewing, and reporting on as appropriate, other information published with the financial statements, including the Annual Governance; and
» Reviewing and reporting on the Whole of Government Accounts return, in line with the instructions issued by the NAO

2. Arrangements for securing economy, efficiency and effectiveness (value for money)

We are required to consider whether the Council has put in place ‘proper arrangements’ to secure economy, efficiency and effectiveness on its use of resources.
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€& Scope of our audit
Our Audit Process and Strategy (continued)

Audit Process Overview

Our audit involves:

» Identifying and understanding the key processes and internal controls; and
» Substantive tests of detail of transactions and amounts.

Our intentionis to carry out a fully substantive audit in 2020/21 as we believe this to be the most efficient audit approach. Although we are therefore not intending to
rely on individual system controlsin 2020/21, the overarching control arrangements form part of our assessment of your overall control environment and will form
part of the evidence for your Annual Governance Statement.

Analytics:

We will use our computer-based analytics tools to enable us to capture whole populations of your financial data, in particular journal entries. These tools:
» Help identify specific exceptions and anomalies which can then be subject to more traditional substantive audit tests; and

» Give greater likelihood of identifying errors than random sampling techniques.

We will report the findings from our process and analytics work, including any significant weaknesses or inefficiencies identified and recommendations for
improvement, to management and the Committee.

Internal audit:

As in prior years we will review Internal Audit plans and the results of the works. We will reflect the findings from these reports, together with reports from any other
work completedin the year, in our detailed audit plan, where they raise issues that could have an impact on the financial statements.
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838 Audit team
Audit team

The engagement team is led by Mark Hodgson for his second year as Associate Partner on the audit. Mark has significant public sector audit experience, with a portfolio of
Local Authorities and Local Government Pension Funds and is a member of the Chartered Institute of Public Finance and Accountancy (CIPFA). We have agreed a two year
extension to Mark's tenure as Engagement Partner with the PSAA Ltd. We also sought and gained approval to this decision from the Council's Section 151 Officer and
Audit Committee Chair, as part of our overall considerations for the extension.

Mark is supported by Andrew Paylor, Manager, who is responsible for the day-to-day direction of audit work and is the key point of contact for the Finance Manager.
Andrew replaces Dan Cooke in this role.

Use of specialists

Our approach to the involvement of specialists, and the use of their work.

When auditing key judgements, we are often required to rely on the input and advice provided by specialists who have qualifications and expertise not possessed by the
core audit team. The areas where either EY or third party specialists provide input for the current year audit are:

Broadland Council's property valuer. We will also consider any valuation aspects that may require EY

Valuation of Land and Buildings valuation specialists to review any material specialist assets and the underlying assumptions used.

Pensions disclosure EY Actuaries, PwC (Consulting Actuary to PSAA) and Hymans Robertson (the Council's actuary)
NDR appeals provision Broadland Council’'s NDR appeals expert, Analyse Local.
Fair Value Investment Measurement Link Asset Services (the Council's Treasury Advisor)

In accordance with Auditing Standards, we will evaluate each specialist’s professional competence and objectivity, considering their qualifications, experience and
available resources, together with the independence of the individuals performing the work.

We also consider the work performed by the specialist in light of our knowledge of the Council's business and processes and our assessment of audit risk in the particular
area. For example, we would typically perform the following procedures:

» Analyse source data and make inquiries as to the procedures used by the specialist to establish whether the source data is relevant and reliable;
» Assessthereasonableness of the assumptions and methods used;
» Consider the appropriateness of the timing of when the specialist carried out the work; and

» Assess whether the substance of the specialist’s findings are properly reflected in the financial statements.
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g Audit timeline
Timetable of communication and deliverables

[ meine

Below is a timetable showing the key stages of the audit and the deliverables we have agreed to provide to you through the audit cycle in 2020/21.

From time to time matters may arise that require immediate communication with the Audit Committee and we will discuss them with the Audit Committee Chair as
appropriate. We will also provide updates on corporate governance and regulatory matters as necessary.

The Auditor’'s Annual Report
will provide a commentary
on the Council's
arrangements for Value for
Money

Reporting our
independence, risk
assessment, planned
audit approach and the
scope of our audit

Audit Plan Audit Results Report Annual Auditor’s Report
(Timing TBC)

Reporting our conclusions on key
judgements and estimates and
confirmation of our
independence

Jan Feb Mar Apr May
? Substantive
: testing
Walkthroughs
Year End Audit
Risk assessment and Walkthrough of key systems

setting of scopes and processes

Work begins on our year end
audit. This is when we will
complete substantive testing.
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@ Independence
Introduction

The FRC Ethical Standard and ISA (UK) 260 “Communication of audit matters with those charged with governance”, requires us to communicate with you on a timely basis
on all significant facts and matters that bear upon our integrity, objectivity and independence. The Ethical Standard, as revised in June 2016, requires that we
communicate formally both at the planning stage and at the conclusion of the audit, as well as during the course of the audit if appropriate. The aim of these
communicationsis to ensure full and fair disclosure by us to those charged with your governance on matters in which you have an interest.

Required communications

Planning stage

>

The principal threats, if any, to objectivity and
independence identified by Ernst & Young (EY)
including consideration of all relationships between
the you, your affiliates and directors and us;

The safeguards adopted and the reasons why they
are considered to be effective, including any
Engagement Quality review;

The overall assessment of threats and safequards;
Information about the general policies and process

within EY to maintain objectivity and independence.

Where EY has determined it is appropriate to apply
more restrictive independence rules than permitted
under the Ethical Standard.

Final stage

|

>

In order for you to assess the integrity, objectivity and independence of the firm and each covered person,
we are required to provide a written disclosure of relationships (including the provision of non-audit
services) that may bear on our integrity, objectivity and independence. This is required to have regard to
relationships with the entity, its directors and senior management, its affiliates, and its connected parties
and the threats to integrity or objectivity, including those that could compromise independence that these
create. We are also required to disclose any safeguards that we have put in place and why they address
such threats, together with any other information necessary to enable our objectivity and independence to
be assessed;

Details of non-audit services provided and the fees charged in relation thereto;

Written confirmation that the firm and each covered person is independent and, if applicable, that any
non-EY firms used in the group audit or external experts used have confirmed their independence to us;

Written confirmation that all covered persons are independent;

Details of any inconsistencies between FRC Ethical Standard and your policy for the supply of non-audit
services by EY and any apparent breach of that policy;

Details of any contingent fee arrangements for non-audit services provided by us or our network firms;
and

An opportunity to discuss auditor independence issues.

In addition, during the course of the audit, we are required to communicate with you whenever any significant judgements are made about threats to objectivity and
independence and the appropriateness of safeguards put in place, for example, when accepting an engagement to provide non-audit services.

We also provide information on any contingent fee arrangements, the amounts of any future services that have been contracted, and details of any written proposal to
provide non-audit services that has been submitted;

We ensure that the total amount of fees that EY and our network firms have charged to you and your affiliates for the provision of services during the reporting period,
analysedin appropriate categories, are disclosed.
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@ Independence
Relationships, services and related threats and safeqguards

We highlight the following significant facts and matters that may be reasonably considered to bear upon our objectivity and independence, including the principal threats,
if any. We have adopted the safequards noted below to mitigate these threats along with the reasons why they are considered to be effective. However we will only
perform non -audit servicesif the service has been pre-approved in accordance with your policy.

Overall Assessment

Overall, we consider that the safequards that have been adopted appropriately mitigate the principal threats identified and we therefore confirm that EY is independent
and the objectivity and independence of Mark Hodgson, your audit engagement partner and the audit engagement team have not been compromised.

Self interest threats

A self interest threat arises when EY has financial or other interestsin the Council. Examplesinclude where we receive significant fees in respect of non-audit services;
where we need to recover long outstanding fees; or where we enter into a business relationship with you. At the time of writing, there are no long outstanding fees.

We believe that it is appropriate for us to undertake permissible non-audit services and we will comply with the policies that you have approved.

None of the services are prohibited under the FRC's ES or the National Audit Office's Auditor Guidance Note 01 and the services have been approved in accordance with
your policy on pre-approval. The ratio of non audit fees to audits fees is not permitted to exceed 70%.

At the time of writing, the current ratio of non-audit fees to audit fees is 0%. We do however, provide Agreed Upon Procedures work in relation to the Housing Benefit
Certificationin line with DWP guidance. This falls outside of the audit fee set by PSAA Ltd for a Code of Practice engagement, but is a required audit procedure. No
additional safequards are required.

A self interest threat may also arise if members of our audit engagement team have objectives or are rewarded in relation to sales of non-audit servicesto you. We
confirm that no member of our audit engagement team, including those from other service lines, has objectives or is rewarded in relation to sales to you, in compliance
with Ethical Standard part 4. There are no other self interest threats at the date of this report.

Self review threats

Self review threats arise when the results of a non-audit service performed by EY or others within the EY network are reflectedin the amountsincluded or disclosed in
the financial statements.

There are no self review threats at the date of this report.

Management threats

Partners and employees of EY are prohibited from taking decisions on behalf of management of the Council. Management threats may also arise during the provision of
a non-audit service in relation to which management is required to make judgements or decision based on that work.

There are no management threats at the date of this report.

Other threats

Other threats, such as advocacy, familiarity or intimidation, may arise.

There are no other threats at the date of this report. 70
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@ Independence
Relationships, services and related threats and safequards

Other threats

Other threats, such as advocacy, familiarity or intimidation, may arise.
There are no other threats at the date of this report.

Description of service Related independence threat Period provided/duration SEIEENENES ERE e ST (EE5ETs Cors e 1o

effective
We have been engaged to undertake Self review threat - figures Relates to 2020/21 return We have assessed the related threats to
the audit of the Housing Benefits included in the return are also for the periodto 31 March independence and note that although certain figures
Subsidy Claim 2020/21. Our current included in the 2020/21 2021. in the return are included in the financial statements
fee level (based on 2019/20) is financial statements. the agreed upon procedures are being performed
£14,500, however we will update you after the signing of the financial statements for
should this amount change. 2020/21.

The agreed upon procedures focus on the specific
requirements of the certification arrangements and
we place limited reliance on this work for the
purposes of the financial statements audit. No other
threats to independence have been identified.
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@ Independence
Other communications

EY Transparency Report 2019

Ernst & Young (EY) has policies and procedures that instil professional values as part of firm culture and ensure that the highest standards of objectivity, independence
and integrity are maintained.

Details of the key policies and processesin place within EY for maintaining objectivity and independence can be found in our annual Transparency Report which the firm
is required to publish by law. The most recent version of this Report is for the year end 30 June 2020:

EY UK Transparency Report 2020 | EY UK
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@ Independence

New UK Independence Standards

The Financial Reporting Council (FRC) published the Revised Ethical Standard 2019 in December and it will apply to accounting periods starting on or after 16 March
2021. A key change in the new Ethical Standard will be a general prohibition on the provision of non-audit services by the auditor (and its network) which will apply to UK
Public Interest Entities (PIEs). A narrow list of permitted services will continue to be allowed.

Summary of key changes

» Extraterritorial application of the FRC Ethical Standard to UK PIE and its worldwide affiliates
» A general prohibition on the provision of non-audit services by the auditor (or its network) to a UK PIE, its UK parent and worldwide subsidiaries
« A narrow list of permitted services where closely related to the audit and/or required by law or regulation
« Absolute prohibition on the following relationships applicable to UK PIE and its affiliates including material significant investees/investors:
» Tax advocacy services
* Remuneration advisory services
* Internal audit services
« Secondment/loan staff arrangements
* An absolute prohibition on contingent fees.

* Requirement to meet the higher standard for business relationships i.e. business relationships between the audit firm and the audit client will only be permitted if it is
inconsequential.

» Permitted services required by law or regulation will not be subject to the 70% fee cap.

» Grandfathering will apply for otherwise prohibited non-audit services that are open at 116 March 2021 such that the engagement may continue until completedin
accordance with the original engagement terms.

* Arequirement for the auditor to notify the Audit Committee where the audit fee might compromise perceived independence and the appropriate safequards.

* Arequirement to report to the audit committee details of any breaches of the Ethical Standard and any actions taken by the firm to address any threats to
independence. A requirement for non-network component firm whose work is used in the group audit engagement to comply with the same independence standard as
the group auditor. Our current understanding is that the requirement to follow UK independence rules is limited to the component firm issuing the audit report and
not to its network. This is subject to clarification with the FRC.

We do not provide any non-audit services which would be prohibited under the new standard.
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=, Appendix A
Fees

The duty to prescribe fees is a statutory function delegated to Public Sector Audit Appointments Ltd (PSAA) by the Secretary of State for Housing, Communities and Local
Government.

This is defined as the fee required by auditors to meet statutory responsibilities under the Local Audit and Accountability Act 2014 in accordance with the requirements of
the Code of Audit Practice and supporting guidance published by the National Audit Office, the financial reporting requirements set out in the Code of Practice on Local
Authority Accounting published by CIPFA/LASAAC, and the professional standards applicable to auditors’ work.

| & | & &

Total Fee - Code work 32,022 32,022 32,022
Changes in work required to address professional and regulatory requirements and

. e 18,215 = 18.215
scope associated withrisk (see Note 1)
Revised Proposed Scale Fee 50,235 32,022 50,235
Additional work:
2019/20 Additional Procedures required and as reported within the Annual Audit 12 171
Letter !
Non-audit services - Housing Benefit 12,600
Total fees 68,396 32,022 75,006

All fees exclude VAT

Note 1 - For 2019/20 we have proposed an increase to the scale fee to reflect the increased level of audit work required which has been impacted by a range of
factors, as detailed in our 2019/20 Audit Results. Our proposed increase has been discussed with management and is with PSAA for determination. For 2020/21
the scale fee has again been re-assessed to take into account the same recurring risk factors as in 2019/20.

This revised scale fee has been discussed with Management and is subject to review and approval by the PSAA Ltd in respect of both financial years.
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=, Appendix B
Required communications with the Audit Committee

We have detailed the communications that we must provide to the Audit Committee.

Our Reporting to you

Required communications |i What is reported? 9 When and where

Terms of engagement

Our responsibilities

Planning and audit

approach

Significant findings from
the audit

Confirmation by the Audit Committee of acceptance of terms of engagement as writtenin The statement of responsibilities serves as the
the engagement letter signed by both parties. formal terms of engagement between the

PSAA's appointed auditors and audited bodies.

Reminder of our responsibilities as set out in the engagement letter The statement of responsibilities serves as the

formal terms of engagement between the
PSAA's appointed auditors and audited bodies.

Communication of the planned scope and timing of the audit, any limitations and the

significant risks identified. Audit Plan - 24 June 2021
When communicating key audit matters this includes the most significant risks of material

misstatement (whether or not due to fraud) including those that have the greatest effect on

the overall audit strategy, the allocation of resourcesin the audit and directing the efforts of
the engagement team

>

Our view about the significant qualitative aspects of accounting practices including

accounting policies, accounting estimates and financial statement disclosures Audit Results Report - 23 September 2021
Significant difficulties, if any, encountered during the audit

Significant matters, if any, arising from the audit that were discussed with management

Written representations that we are seeking

Expected modifications to the audit report

Other matters if any, significant to the oversight of the financial reporting process
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Required communications with the Audit Committee (continued)

Required communications |i What is reported?

Going concern

Misstatements

Fraud

Related parties

Events or conditions identified that may cast significant doubt on the entity’s ability to
continue as a going concern, including:

>

>

Whether the events or conditions constitute a material uncertainty

Whether the use of the going concern assumptionis appropriate in the preparation and
presentation of the financial statements

The adequacy of related disclosures in the financial statements

Uncorrected misstatements and their effect on our audit opinion, unless prohibited by
law or regulation

The effect of uncorrected misstatementsrelated to prior periods
A request that any uncorrected misstatement be corrected
Corrected misstatements that are significant

Material misstatements corrected by management

Enquiries of the Audit Committee to determine whether they have knowledge of any
actual, suspected or alleged fraud affecting the entity

Any fraud that we have identified or information we have obtained that indicates that a
fraud may exist

A discussion of any other matters related to fraud

Significant matters arising during the audit in connection with the entity’'s related parties
including, when applicable:

Non-disclosure by management

Inappropriate authorisation and approval of transactions
Disagreement over disclosures

Non-compliance with laws and regulations

Difficulty in identifying the party that ultimately controls the entity

77

Our Reporting to you

9 When and where
Audit Results Report - 23 September 2021

Audit Results Report - 23 September 2021

Audit Results Report - 23 September 2021

Audit Results Report - 23 September 2021
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Required communications with the Audit Committee (continued)

Required communications |i What is reported?

Independence

External confirmations

Consideration of laws and
requlations

Internal controls

Communication of all significant facts and matters that bear on EY's, and all individuals
involved in the audit, objectivity and independence

Communication of key elements of the audit engagement partner's consideration of
independence and objectivity such as:

>

>
>
>

v

v

The principal threats
Safequards adopted and their effectiveness
An overall assessment of threats and safeguards

Information about the general policies and process within the firm to maintain objectivity
and independence

Management's refusal for us to request confirmations
Inability to obtain relevant and reliable audit evidence from other procedures

Audit findings regarding non-compliance where the non-compliance is material and
believed to be intentional. This communication is subject to compliance with legislation
on tipping off

Enquiry of the Audit Committee into possible instances of non-compliance with laws and
requlations that may have a material effect on the financial statements and that the
Committee may be aware of

Significant deficiencies in internal controls identified during the audit
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Our Reporting to you

9 When and where
Audit Results Report - 23 September 2021

Audit Plan - 24 June 2021

Audit Results Report - 23 September 2021

Audit Results Report - 23 September 2021

Audit Results Report - 23 September 2021
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Required communications with the Audit Committee (continued)

Required communications |i What is reported?

Representations Written representations we are requesting from management and/or those charged with
governance

Material inconsistencies Material inconsistencies or misstatements of fact identified in other information which

and misstatements management has refused to revise

Auditors report » Key audit matters that we will include in our auditor's report

» Any circumstancesidentified that affect the form and content of our auditor's report

Fee Reporting » Breakdown of fee information when the audit plan is agreed
» Breakdown of fee information at the completion of the audit
» Any non-audit work
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Our Reporting to you

9 When and where
Audit Results Report - 23 September 2021

Audit Results Report - 23 September 2021

Audit Results Report - 23 September 2021
Audit Plan - 24 June 2021
Audit Results Report - 23 September 2021

Annual Auditors Report - 27 January 2022
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Additional audit information

In addition to the key areas of audit focus outlined in section 2, we have to perform other procedures as required by auditing, ethical and independence standards and
other regulations. We outline the procedures below that we will undertake during the course of our audit.

Our responsibilities required » Identifying and assessing the risks of material misstatement of the financial statements, whether due to fraud or error, design and
by auditing standards perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion.
» Obtaining an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Council’s internal control.
» Evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management.
» Concluding on the appropriateness of management'’s use of the going concern basis of accounting.
» Evaluatingthe overall presentation, structure and content of the financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events in a manner that achieves fair presentation.
» Obtaining sufficient appropriate audit evidence regarding the financialinformation of the entities or business activities within the
Council to express an opinion on the consolidated financial statements. Reading other information contained in the financial
statements, including the board'’s statement that the annual report is fair, balanced and understandable, the Audit Committee
reporting appropriately addresses matters communicated by us to the Committee and reporting whether it is materially
inconsistent with our understanding and the financial statements; and
» Maintaining auditor independence.
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Additional audit information (continued)

Purpose and evaluation of materiality

For the purposes of determining whether the accounts are free from material error, we define materiality as the magnitude of an omission or misstatement that,
individually or in the aggregate, in light of the surrounding circumstances, could reasonably be expected to influence the economic decisions of the users of the financial
statements. Our evaluation of it requires professional judgement and necessarily takes into account qualitative as well as quantitative considerations implicit in the
definition. We would be happy to discuss with you your expectations regarding our detection of misstatements in the financial statements.

Materiality determines:
» The locations at which we conduct audit procedures to support the opinion given on the Council financial statements; and
» The level of work performed on individual account balances and financial statement disclosures.

The amount we consider material at the end of the audit may differ from our initial determination. At this stage, however, it is not feasible to anticipate all of the
circumstances that may ultimately influence our judgement about materiality. At the end of the audit we will form our final opinion by reference to all matters that could
be significant to users of the accounts, including the total effect of the audit misstatements we identify, and our evaluation of materiality at that date.
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Community at heart

Agenda Iltem: 7
Audit Committee
24 June 2021

Annual Governance Statement 2020/21

Report Author(s): Emma Hodds
Chief of Staff & Monitoring Officer
01508 533791
Emma.hodds@broadland.gov.uk

Portfolio: Finance

Ward(s) Affected: All

Purpose of the Report:

The Committee is requested to review the Annual Governance Statement for 2020/21 to
ensure that it reflects the reports that have been considered over the past year and that it
supports the Committee’s general understanding of the Council’s governance
arrangements.

Recommendations:

1. To approve the Annual Governance Statement for 2020/21
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1.1

2.1

2.2

2.3

3.1

Summary

The Council is required to gather evidence that the governance arrangements are
adequate and to support the production of an Annual Governance Statement.
Evidence, through assurance statements, has been submitted by key officers, and
the Head of Internal Audit has provided an annual audit opinion.

Background

The CIPFA/SOLACE framework “Delivering Good Governance in Local
Government” brings together an underlying set of legislative requirements,
governance principles and management processes. Crucially, it states that good
governance relates to the whole organisation. CIPFA has assigned proper practice
to the governance framework. It outlines six core principles of governance
focusing on the systems and processes for the direction and control of the
organisation and its activities through which it accounts to, engages with and leads
the community.

The arrangements required for gathering assurances for the preparation of the
Annual Governance Statement provide an opportunity for authorities to consider
the robustness of their governance arrangements. In doing so, authorities need to
recognise that this is a corporate issue, affecting everyone in the organisation.
Furthermore, it is not simply about evidencing compliance, but to highlight what
arrangements are in place and the improvements that are necessary to inform
stakeholders.

The key sources of assurance which have been used to prepare the Annual
Governance Statement are:

e Performance management information

e Risk management

e Legal and regulatory assurances

e Members’ assurances

e Assurance Statements for key senior officers, reviewed and approved by

Directors

e Financial control assurance

e Internal audit

e External audit

The regulations state that the Annual Governance Statement needs to be
approved in advance of the relevant authority approving the Statement of
Accounts.

Current position/findings

The Committee receives regular reports from Internal Audit in relation to the
framework of governance, risk management and control through review of:
e The Annual Report and Opinion of the Head of Internal Audit;
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3.2

3.3

3.4

3.5

3.6

3.7

e Internal Audit Progress Reports, which contains the findings and
associated recommendations agreed with management to address
weaknesses and risks;

e Reports on the progress made in addressing the findings and
recommendations; and

e Strategic and Annual Internal Audit Plans.

The work of Internal Audit on the 2020/21 internal audit plan has been completed
and a “reasonable” opinion has been given on the framework of governance, risk
management and control.

During the year, Cabinet received regular reports on performance and financial
monitoring in relation to both the capital and revenue budgets, and quarterly
reports on Risk Management were taken to the Cabinet, alongside the
performance and financial reports.

In addition, this year this Committee has overseen the adoption of a new Risk
Management Policy and now regularly receives reports on the strategic risk
register, to provide oversight of the management of these risks by the Council.

Assistant Directors (ADs) have again this year completed an Assurance Statement
which covers key areas of responsibility as follows:

o Procedures;

. Effectiveness of key controls;

. Alignment of Services with Business Plan;

o Human Resources and Finance;

. Risks and Controls;

. Health and Safety;

. Procurement;

o Insurance;

. Information Technology;

° Data Protection and Freedom of Information;

. Business Continuity;

o Partnerships; and

o Equalities.

In addition, the Chief of Staff, the Head of Internal Audit, and the AD - Regulatory
have also provided statements in relation to specific role queries.

The responses have highlighted that there are no significant governance issues
and governance arrangements are mainly consistent across the Council. However,
ADs have highlighted some development areas which are service specific in
relation to risk and control, and business continuity, which will be reviewed over
the forthcoming months.
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4.1

5.1

5.2

5.3

5.4

5.5

5.6

6.1

Proposed action

The Committee is requested to review the Annual Governance Statement for
2020/21 to ensure that it reflects the reports that have been considered over the
past year and that it supports the Committees general understanding of the
Council’'s governance arrangements.

Issues and risks

Resource Implications — none
Legal Implications — none
Equality Implications — none
Environmental Impact — none
Crime and Disorder — none

Risks — none

Recommendations

To approve the Annual Governance Statement for 2020/21.
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ANNUAL GOVERNANCE STATEMENT

Scope of Responsibility

Broadland District Council is responsible for ensuring that its business is conducted
in accordance with the law and proper standards. It must ensure that public money is
safeguarded and properly accounted for, and used economically, efficiently and
effectively. Broadland District Council also has a duty under the Local Government
Act 1999 to make arrangements to secure continuous improvement in the way in
which its functions are exercised, having regard to a combination of economy,
efficiency and effectiveness.

In discharging this overall responsibility, Broadland District Council is responsible for
putting in place proper arrangements for the governance of its affairs, facilitating the
effective exercise of its functions, and making proper arrangements for the
management of risk.

As part of its Constitution, Broadland District Council has approved and adopted a
code of corporate governance, which is consistent with the principles of the
CIPFA/SOLACE Framework “Delivering Good Governance in Local Government”.

A copy of the Code is available on our website and can be downloaded here.

This statement explains how Broadland District Council has complied with the code
and also meets the requirements of regulation 6 (1) of the Accounts and Audit
(England) Regulations 2015 in relation to the publication of a statement on internal
control and accompanies the 2020/21 Statement of Accounts of the Council. The
Annual Governance Statement is subject to detailed review and approval by the
Audit Committee.

The Purpose of the Governance Framework

The governance framework comprises the systems and processes for the direction
and control of the authority and its activities through which it accounts to, engages
with, and leads the community. It enables the authority to monitor the achievement of
its strategic objectives and to consider whether those objectives have led to the
delivery of appropriate, cost-effective services.

The system of internal control is a significant part of that framework and is designed
to manage risk to a reasonable level. It cannot eliminate all risk of failure to achieve
policies, aims and objectives and can therefore only provide reasonable and not
absolute assurance of effectiveness. The system of internal control is based on an
ongoing process designed to identify and prioritise the risks to the achievement of
Broadland District Council’s policies, aims and objectives, to evaluate the likelihood
of those risks being realised and the impact should they be realised, and to manage
them efficiently, effectively and economically.
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The governance framework has been in place at Broadland District Council for the
year ended 31 March 2021 and up to the date of approval of the statement of
accounts.

The Governance Framework

An annual review of the Governance Framework at Broadland District Council was
completed prior to the preparation of the Annual Governance Statement, with key
officers completing full assurance statements for their area of responsibility, and
these being signed off by the relevant member of the Corporate Management
Leadership Team (CMLT). These are in place to ensure the governance
arrangements across the Council are adequate, and to also recognise where any
further work needs to be done. At the start of the pandemic and in light of the events
surrounding COVID, key officers provided assurance in terms of any changes or
amendments to processes or internal controls and how staff working from home had
impacted on the services. These statements still stand, and in many cases have
become the new way of working.

The Code of Corporate Governance has been in place for the 2020/21 financial year.
This Code is the framework of policies, procedures, behaviours and values which
determine how the Council will achieve its priorities and is based upon the seven
principles of the International Framework for Corporate Governance in the Public
Sector.

The Council’s Vision and Ambitions:

The Council works in collaboration with South Norfolk Council and as a result we
share a Strategic Plan (2020 — 2024) and Delivery Plan (2020/21). These set out our
joint Vision and Periorities:

THE VISION: Working together to create the best place and environment for
everyone, now and for future generations

OUR PRIORITIES, OUR PEOPLE, OUR APPROACH:

1. Growing the economy;

2. Supporting individuals and empowering communities;

3. Protecting and improving the natural and built environment, whilst maximising
quality of life; and

4. Moving with the times, working smartly and collaboratively.

The Strategic Plan is a digital and interactive document which acts as a gateway for
more in-depth details of the priorities and work of the Council and can be found here.

The vision and priorities are communicated through the Delivery Plan, plus regular
briefings, press releases, website and the Broadland News magazine, which is
delivered 3 times a year to every household and business in the District.

To underpin the Strategic Plan, a detailed Delivery Plan is produced annually. This

describes our intended activities for the 12 months from April to March each year to
support the priorities set out in the Strategic Plan. This plan is produced as an
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integrated process with the Council’s annual budget setting and Medium-Term
Financial Plan revision. The 2020/21 Plan can be accessed here.

Review of the Council’'s Governance Arrangements:

The Council regularly reviews its organisational structure as part of aligning
resources with demand to deliver the priorities above. In addition, the progression
with the Council’s collaboration with South Norfolk Council has resulted in the
establishment of one team across the two Councils. This includes a Corporate
Management Leadership Team (CMLT), consisting of the Managing Director, three
Directors, and eight Assistant Directors, as follows:

Two Councils - One Team

Managing
Director
Trevor
Holden

Director
People &

Communities
Jamie Sutterby Chief of
Staff

Hannah
Ralph

Assistant
Director
Individuals
& Families

Assistant
Director
Community
Service
Mike
Pursehouse

Simon Phelan

The SPARK transformation programme has continued through the past year, with
key transformational programmes being delivered across the Council. The One
Team has internal consultants in place across the organisation to lead on changes
and work with the service areas to drive forwards efficiencies. The programme of
work was impacted on by COVID, with staff being redeployed to other areas of the
Council, where there was a critical need to help our Communities and residents. The
transformational approach is designed around the three key philosophies outlined
below.
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The Spark philosophy

!

Our values and behaviours

Measuring the Quality of Services for Users and ensuring they are delivered in
accordance with the Council’s objectives and best use of resources:

The 4-year Strategic Plan sets out our Priorities together with targets for success
over this time. The 2020/21 Delivery Plan uses these priorities and shows the
‘Delivery Measures’ which aim to track the performance of our services and how well
we are achieving our key ambitions. The Delivery Measures are tracked and
reported regularly to Cabinet as part of our Performance Framework.

The Delivery Plan sets out the proposed activities and ‘business as usual’
operational services that will be undertaken for the financial year ahead commencing
1 April. A new performance management scheme has been launched, with the end
of year discussions being held to reflect on the past year and then to set objectives
for the forthcoming year in line with the delivery plan. The objectives will be reviewed
through continuous conversations over the course of the year.

Defining and Documenting Roles and Responsibilities of Councillors and Officers
and how decisions are taken:

The Council’s Constitution, Scheme of Delegation, Codes of Conduct, Protocol on
Member / office relations, contract standing orders and rules of financial governance
set the framework in which the organisation makes decisions.

Codes of Conduct Defining Standards of Behaviour for Councillors and Officers:

The Council operates Codes of Conduct for Councillors and officers, with clear
processes embedded to respond to any concerns raised regarding the standards of
behaviour.

The Council conforms to the governance requirements of the CIPFA Statement on
the Role of the Chief Financial Officer in Local Government (2016)

The Rules of Financial Governance explain the statutory duties of the Section 151
Officer including the responsibility under direction of the Cabinet for the proper
administration of the Council’s financial affairs. The Council’s governance
arrangements allow the Section 151 Officer to bring influence to bear on all material
business decisions. The Section 151 Officer supports the CMLT and has the
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authority to bring matters directly to the attention of the Managing Director if
required.

CIPFA Financial Management Code

The Council has assessed itself against the CIPFA Financial Management code and
has concluded that it complies with the key requirements therein, alongside this
conclusion an action plan has been developed to make further improvements.

The Audit Committee

The Committee met regularly during the year. Its key tasks are to monitor the work of
Internal and External Audit, support risk management, to approve the statutory
accounts, and to oversee the work in supporting the production of this Annual
Governance Statement.

Ensuring Compliance with Laws and Requlations, Internal Policies and Procedures:

Responsibilities for statutory obligations are formally established. Statutory
instruments are disseminated to Managers responsible for acting on them. The
relevant professional officers are tasked with ensuring compliance with appropriate
policies and procedures to ensure all officers work within them.

Decisions to be taken by Councillors are subject to a rigorous scrutiny process by
the Monitoring Officer, Section 151 Officer and in most cases CMLT before they are
considered by Cabinet or Full Council.

Assistant Directors have completed an Assurance Statement covering key
governance aspects with their area of responsibility. The outcomes of these
Assurance Statements are described under Managers’ Assurance within
Governance Issues.

Whistle-blowing Policies and Investigating Complaints:

As employees, councillors and others who deal with the Council are often the first to
spot things that may be wrong or inappropriate at the Council, a Raising Concerns at
Work Policy is in place to provide help and assistance with such matters. There is
also a formal complaints procedure operated as part of the Council’s performance
management framework. The Council’s Whistleblowing Policy and Procedure were
reviewed and updated during 2020/21 and updated versions were formally approved
at the beginning of 2021/22.

Tackling Fraud and Corruption:

The Council has a Counter Fraud, Corruption and Bribery Strategy in place to ensure
that we can deliver against our priorities whilst minimising losses to fraud, corruption
and bribery. This has been reviewed and updated during 2020/21 and updated
versions were formally approved at the beginning of 2021/22. The Council has a
Housing Benefit and Council Tax Support Anti-fraud and Corruption Policy.
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Each Internal Audit undertaken recognises fraud risks and assesses the adequacy
and effectiveness of the controls in place to mitigate such risks and an Annual Fraud
Return is provided to the External Auditor which summarises the Head of Internal
Audit’s views on risk of fraud at the Authority. In addition, the Monitoring Officer, the
Section 151 Officer and the Chair of the Audit Committee also complete such
statements on an annual basis.

Development Needs of Councillors and Officers:

There is a training programme in place for officers and Councillors. This is drawn up
from new risks or legislation, in response to known and emerging key areas of focus
and from the Delivery Plan and staff Performance Reviews. The Council has made
extensive investment in training in line with its Learning and Development Strategy
for staff, which also includes an online platform that allows staff to undertake learning
remotely, at a time that is convenient to them. The online platform has been
extremely useful during the COVID-19 pandemic and ensured that we can continue
to provide training and development as required. This has also included more
informal sessions on stress awareness etc.

In relation to Members, they undertook a rigorous training schedule in 2019/20 after
they were elected, which began with a general induction programme and continued
throughout the year on more specific topics to ensure Members can take on all
aspects of their role confidently and legally. The majority of training undertaken by
Members has been online, and often centred on regulatory matters that provide them
with the relevant accreditation to sit on specific Committees. Members of the
Overview and Scrutiny Committee have also received dedicated training from the
Centre for Governance and Scrutiny to effectively carry out their scrutiny role.
Members also have access to the online training platform referred to above.

Establishing Communication with all Sections of the Community and Other
Stakeholders:

The Council works with Norfolk County Council, other Norfolk District Councils, the
Police, NHS, Central Government departments, businesses, and voluntary and
community groups. This has increased due to the need for various agencies to work
together during the COVID-19 pandemic.

In particular during the year staff have been redeployed to the Norfolk and Norwich
Hospital to assist during the crisis, this was achieved through a mutual aid
agreement.

The Council consults with members of the public through a number of avenues from
workshops, telephone calls, social media channels and the website, to gauge public
opinion on a number of issues such as shaping the budget, the development of the
Local Plan and the Council Tax Support Scheme.

Good Governance Arrangements with Partnerships:

Partnership arrangements take the form of Service Level Agreements. These are
reviewed as part of the budget setting process and in advance of the date of
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cessation. The Council maintains a formal protocol on how it enters into funding
arrangements with voluntary and third sector organisations.

The CIPFA Framework for Corporate Governance places a high degree of emphasis
on partnership working. In practice, the Council takes a collaborative approach to
working, recognising that there are a variety of means to engage with third parties.
As the collaboration with South Norfolk Council has progressed appropriate

governance has been put in place such as Joint Committees and Joint Informal
Cabinet.

Review of Effectiveness

The Role of the Council

Broadland District Council has responsibility for conducting, at least annually, a
review of the effectiveness of its governance framework including the system of
internal control. The review of effectiveness is informed by the work of the Managers
and Councillors within the authority who have responsibility for the development and
maintenance of the governance environment, Internal Audit’s annual report, and by
comments made by the External Auditors and other review agencies. Full Council
approves the Revenue and Capital Budget and the Treasury Management Strategy
annually.

The Role of the Cabinet

The Cabinet approved the Business Plan and reviewed a range of strategies and
policies during the year, including the Treasury Management Strategy, the Medium-
Term Financial Strategy and the Revenue and Capital Budget. It received regular
reports on performance monitoring, projects and their financial implications. Cabinet
delegates policy development to four Policy Panels.

The Role of the Audit Committee

The activity of the Committee in the financial year is described above. It has also
ensured that it is satisfied that the control, governance and risk management
arrangements have operated effectively. The work of the Audit Committee is
summarised in an Annual Report to Council.

The Role of the Overview & Scrutiny Committee

The Overview & Scrutiny Committee can undertake any work relating to the four key
principles of scrutiny as follows:

e Hold the Executive to account (Call-In of decisions made but not implemented
and routine pre-scrutiny of items of the cabinet agenda)

e Performance monitoring

e Service reviews

¢ Internal and external scrutiny
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The work of the Overview & Scrutiny Committee is summarised to Council in an
Annual Report.

Role of the Monitoring Officer

The Monitoring Officer has the specific duty to ensure that the Council, its officers,
and its Elected Councillors, maintain the highest standards of conduct in all they do.
The Monitoring Officer’s legal basis is found in Section 5 of the Local Government
and Housing Act 1989, as amended by Schedule 5 paragraph 24 of the Local
Government Act 2000. The Monitoring Officer has three main roles:

e To report on matters they believe are, or are likely to be, illegal or amount to
maladministration (such a report has not been required).

e To be responsible for matters relating to the conduct of Councillors and
officers.

e To be responsible for the operation of the Council's Constitution.

The Monitoring Officer is supported in their role by the Council’s legal service (which
is provided by nplaw) and the Deputy Monitoring Officers.

The Role of the Chief Financial Officer

The Assistant Director Finance is designated as the Section 151 Officer for the
purposes of Section 151 of the Local Government Act 1972 and is responsible under
the general direction of the Cabinet for the proper administration of the Council’s
affairs. This statutory responsibility cannot be overridden. Responsibilities include:

e Setting and monitoring compliance with financial management standards
e Advising on the corporate financial position and on the key financial controls
necessary to secure sound financial management

Section 114 of the Local Government Finance Act 1988 requires the Section 151
Officer to report to the full Council, Cabinet and External Auditor if the authority or
one of its officers:

e Has made, or is about to make, a decision which involves incurring unlawful
expenditure

e Has taken, or is about to take, an unlawful action which has resulted or would
result in a loss or deficiency to the authority

e |s about to make an unlawful entry in the authority’s accounts.

The Section 151 Officer has not been required to make such a report.

The Role of Internal Audit

All audits are performed in accordance with the good practice contained within the
Public Sector Internal Audit Standards (PSIAS) 2013. Internal Audit report to the
Audit Committee and provides an opinion on the system of internal control, which is
incorporated in the Head of Internal Audit's Annual Report and Opinion 2020/21.
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Internal Audit is arranged through a consortium, Eastern Internal Audit Services,
which comprises Breckland, Broadland, North Norfolk, South Norfolk and South
Holland District Councils, Great Yarmouth Borough Council and the Broads
Authority. The Head of Internal Audit is employed by South Norfolk Council and the
operational and field management staff are employed by an external provider, TIAA
Ltd.

The Internal Audit Service assesses itself annually to ensure conformance against
the PSIAS, and are also required to have an external assessment every five years.
The most recent external assessment, in January 2017, concluded that the internal
audit service conforms to the professional standards and the work has been

performed in accordance with the International Professional Practices Framework.

The Role of External Review Bodies

Ernst and Young LLP review the Council’s arrangements for:

e preparing accounts in accordance with statutory and other relevant
requirements

e ensuring the proper conduct of financial affairs and monitoring their adequacy
and effectiveness in practice

e managing performance to secure economy, efficiency and effectiveness in the
use of resources

Ernst & Young LLP were appointed by Public Sector Audit Appointments (PSAA) as
the Council’s external auditors. The auditors give their opinion on whether the financial
statements of the Council give a true and fair view of the financial position as at 31
March 2020 and of the income and expenditure for the year then ended; and they also
provide an opinion on the Council’s arrangements to secure economy, efficiency and
effectiveness (Value for Money).The Council takes appropriate action where
improvements need to be made.

Effectiveness of Other Organisations

Broadland Growth Ltd is a Joint Venture Company (JVC) owned 50/50 with NPS
Property Consultants Limited Ltd formed in March 2014.

Training was organised for Directors in December 2019 which focused on the roles
and responsibilities of Directors. This resulted in a number of key themes coming
out for inclusion in the BGL business plan.

Governance Issues

Managers’ Assurance Statements

On an annual basis, Assistant Directors (AD) across the Council complete an
Assurance Statement relating to their service area. The statements are then signed
off by the Managing Director or Director responsible for the service area.

Assurance Statements - looking back on the issues raised in 2019/20
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The assurances provided in 2019/20 highlighted that there were no significant
governance issues and governance arrangements are mainly consistent across the
Council. Overall, governance regarding closer working relationships with South
Norfolk Council emerged as a key theme, as it did in the previous year. Although not
resulting in non-compliance, officers noted in their responses that policies,
procedures etc would require review in light of the collaboration. Much work has
been done during the last year to address this and review policy documentation etc,
resulting in this not being a highlighted issue for 2020/21. However, the Council’s
response to the COVID-19 pandemic has slowed progress as resources were
diverted as required, particularly initially.

Assurance Statements for 2020/21

The Assurance Statement asked specific questions about: policy and procedure,
effectiveness of key controls, alignment of services with the Delivery Plan, human
resources, finance, risks and controls, health and safety, procurement, insurance,
information technology, data protection, freedom of information, business continuity,
partnerships and equalities. A yes / partial / no response was required, with evidence
and action needed to be noted. Each AD also needed to note any issues that they
felt represented a significant control item or governance issue. As mentioned, key
officers have also provided statements on the impact of COVID on processes and
controls, and how these are now managed in the new environment.

In terms of emerging themes for the organisation, two areas have been highlighted
as requiring further attention to become fully compliant for numerous teams:

1. Risk and control

A number of managers referred to the need for further development of
registers for operational risks within their Directorate. Templates and guidance
have been made available to managers and the Strategy was approved.
Further training is being planned for 2021/22 in this regard, which should
address this issue and push this work forward.

2. Business Continuity

A number of service areas have highlighted the need for their Business
Continuity Plans to be updated. This was raised by a small number last year
as a result of the establishment of the new one officer team across South
Norfolk and Broadland District Councils. Work is currently ongoing in terms of
a joint template, therefore it is hoped that this issue will be addressed in early
2021/22.

Crucially, the responses have highlighted that there are no significant governance
issues and governance arrangements are mainly consistent across the Council.
Where partial responses have been provided, managers have already identified
actions that are being progressed to address these areas and the Assistant Director
of Governance and Business Support will review progress during 2021/22, with
updates being sought from ADs.
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COVID-19 - How the control environment has changed during the period of disruption
and steps taken

As reported last year as a result of COVID, 90% of the workforce are currently
working from home, with agile working being the way forward for the Council, with
staff only coming back into the office where there is a personal or business need.
Staff log onto their IT equipment using two-factor authentication — once the secure
connection has been made all staff then utilise the folders and systems they need in
the same way as they would in the office, therefore in this regard controls remain.

The Constitution was amended in 2020/21 in line with the legislation to enable the
Council to continue with its democratic decision-making process, albeit virtually.
These amendments were temporary and cease to be in place from 7 May 2021.

Any site visits that are required are carried out in line with social distancing
guidelines and the compliance checklist provided by central government.

With reference to finance controls there has been a move away from the use of
manual signature to acceptance of electronic approval, and new processes where
put in place to deal with the payment of Covid grants to support businesses.
Internal Audit

Currently being drafted.

Risk Management

A risk management framework is in place to ensure a consistent approach at the
Council with regard to risks. The risk management strategy was reviewed during
2019/20, which resulted in a new Risk Strategy being finalised towards the end of
2020/21. The Audit Committee has regular oversight of the strategic risks, which are
planned to in turn be considered by the Cabinet.

Review and Approval of the Annual Governance Statement

The annual review of governance is coordinated by the Assistant Director
Governance and Business Support, involving senior managers across the Council
and reviewed by the Corporate Management Leadership Team. This Annual
Governance Statement is considered in draft by the Audit Committee and amended
to reflect the Committee’s considerations and the views of the external auditor. The
(revised) Annual Governance Statement forms part of the Council’s annual accounts.

Certification
We are satisfied that appropriate arrangements are in place to address
improvements in our review of effectiveness. Progress on these improvements and

mitigation of risks will be monitored through the year and considered at our nest
annual review.
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Trevor Holden, Managing Director

Shaun Vincent, Leader of the Council
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Agenda Item: 9
Audit Committee
24 June 2021

REVIEW OF CONTRACT PROCEDURE RULES

Report Author(s): Angela Butcher
Senior Procurement Officer
01508 533619
abutcher@s-norfolk.gov.uk

Portfolio: Finance

Ward(s) Affected: All

Purpose of the Report:

To propose a number of amendments to the Council’s Contract Procedure Rules (CPRs).
Recommendation:

To recommend to Full Council the amended Contract Procedure Rules attached as
Appendix A.
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1.1

1.2

1.3

2.1

2.2

2.3

2.4

2.5

2.6

2.7

BACKGROUND

The CPRs form part of the Council’s constitution. They provide the framework
within which the purchase of Works, Supplies and Services are undertaken.

The current version of the CPRs were adopted by Full Council on 17 December
2019.

It is good practice that CPRs are regularly reviewed, to ensure that they remain fit
for purpose.

REVIEW OF CONTRACT PROCEDURE RULES

The Council’'s Procurement team have reviewed the current Contract Procedure
Rules. This has included seeking feedback from key officers who use these.

The main proposed changes are detailed below.

Statement of Intent

The wording and formatting of the Statement of Intent has been amended to make
this clearer.

Section 2: Standard Terms & Section 16 Contract Terms

Paragraph 2.2 has been moved to section 16 and amended to reflect that when
using a Framework, it is appropriate to adopt the Framework Terms.

Section 7: Contract Value used to Determine Contract Process

Wording has been added to provide clarity that when determining the procurement
process to follow, the contract value you need to take into account includes any
potential usage by both Councils and / or other procurement partners.

Section 12: Tender Evaluation

A paragraph has been added to reiterate that due diligence must be taken to
ensure the financial stability of contractors and sub-contractors

Section 15: Contract Award

The Council’s current contract award levels are as out of step with practice in the
other Norfolk authorities.

Breckland All award decisions are delegated to officers.

North Norfolk £50k to £250k Chief Exec / Head of service after consultation
with appropriate Cabinet Member, and natification to all
members.

Great Yarmouth £100k to £200k single cabinet member.
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Over £200k Cabinet

Kings Lynn All award decisions are delegated to officers.

Norwich City Up to European Limits — Officers
Above EU limits - Cabinet

2.8 ltis therefore proposed to amend out contract award levels as follows. This will
make the contract award process slightly quicker.

Value Current Approval Proposed Approval
Up to £20,000 Assistant Director Assistant Director
£20,001 to £50,000 Director Assistant Director
£50,001 to £100,000 CMLT Director

Above £100,001 Cabinet Cabinet

Section 26: Contract Management

2.9 This section has been updated in line with current practice.

Section 28: Review of CPRs

2.10 Given that the CPRs are now well established, it is not considered necessary to
review these each year. Instead a review at least every 2 years is recommended.

Other changes

2.11 A number of other minor changes are proposed to correct minor errors and
discrepancies, and to improve clarity. Appendix A provides the full tracked
changed version of the CPRs.

3 OTHER OPTIONS

3.1 Members could propose other amendments to the Contract Procedure Rules.

4 ISSUES AND RISKS

4.1 Resource Implications — Ensuring that the CPRs remain up to date helps ensure
we deliver value for money from our procurements.

4.2 Legal Implications — The CPRs have been complied in line with best practice.

4.3 Equality Implications — There are no direct equality implications. CPRs help
ensure we treat all potential suppliers fairly and equally.

4.4  Environmental Impact — The amended CPRs reiterate that use of environmental
criteria in contracts is recommended.

4.5 Crime and Disorder — No direct impact on crime and disorder.
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4.6 Risks — There are no other risks to consider.
5 RECOMMENDATION
To recommend to Full Council the amended Contract Procedure Rules attached

as Appendix A.

Background Papers
None.
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Appendix A:
B land District C il | South Norfolk C i

Contract Procedure Rules (CPRs)

As adopted by:
Broadland District Council on XXX
South Norfolk Council on XXX

Statement of Intent

Subject to the overriding principles in section 2 below, there will be a focus on,
wherever appropriate:

enabling social value,
encouraging participation by local businesses to support the local economy, and

+—assist-te protecting the environment using environmental criteria in all contracts

wheh-apprepriate

hen biddina for O "

1.1

1.2

1.3

1.4

1.5

1.6

COMPLIANCE

These Contract Procedure Rules (CPR) are the Council’s contract standing orders
under section 135 of the Local Government Act 1972. They must be followed every
time the Council enters into a contract for works, supplies or services.

All public procurement and other applicable laws (including any European Union law
directly or indirectly in force in England at the relevant time) must be followed. Such
laws override any conflicting provision of the CPR.

These, the CPR must be read in conjunction with the Council’s Constitution, including
its Financial Procedure Rules, Procurement Quick Step Guide, (QSG) decision making
processes and delegated authorities.

These CPR are the minimum standards which must be adhered to. Particular
procurements may require a more thorough procedure than one defined by value
alone, depending on the identifiable risks to the Council, or it may be beneficial to the
Council to secure greater competition. If in any doubt as to the position on any
procurement, consult the Procurement Team.

The CPR aim to promote the highest standards of probity, integrity and impartiality
using the key procurement principles of transparency, equal treatment, non-
discriminatory and proportionate manner. They thereby offer the best justification
against allegations of purchases having been made fraudulently or incorrectly.

If it comes to notice of an Officer that there has been non-compliance with these CPR

seetion; s/he shall without delay notify the Director of Resources who shall take such
action as deemed necessary.

PROCUREMENT PRINCIPLES

Final Version 481220619 Jun 2021
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2.1 The aim of every procurement process should be to achieve Value for Money,
compliance with all legal requirements, and support the Council’s policies and

objectives. aspareittheceoncralrocuiromentieceaure Besibalue

2.2 Paragraph moved to section 16

2.3 These CPR apply to the appointment of Consultants, sub-contractors and any other
legal entity (when acting on behalf of the Council). and-must-befollowed-in-accordance
ViR

24 Approval for any advance payments to the supplier before receiving the relevant works,

supplies or services, must be sought in writing from the Director of Resources before
proceeding to ensure protection of the Council’s interests.

2.5 Tenders and Quotations received by fax or email must be rejected if above £20,001
as detailed in 2.6.

2.6 Tenders and Quotations over the value of £20,001 must be returned electronically via
the Council’s e-tendering system and opened by the procurement team and/or
nominated officer.

2.7 All contracts except where lowest price was predetermined to be the appropriate
contract award criterion shall be awarded based on the offer that represents the Most
Economically Advantageous offer to the Council.

3. EXCLUDED CONTRACTS
The foIIowmg contracts are not subject to these CPRs #—they—areuef—theie”emngand—mﬂ%e

3.1 Contracts of employment which-make-an-individual-a-direct-employee-of- the-Couneil;

3.2 Agreements regarding the acquisition, disposal or transfer of land only (i.e. without any
connected development);

3.3 Contracts where the price of the goods or materials is wholly controlled by government
order or otherwise and no reasonably satisfactory alternative is available;

3.4 For other reasons where there would be no genuine competition, or where the
requirements of the competition have already been met e.g. frameworks;

3.5 The disposal of obsolete assets {see-Financial-ProcedureRules).

4, COMPLEX PROCUREMENTS

Where the procurement involves any of the following criteria the Procurement Team and the
Director must be consulted:

4.1 Where the Total Value exceeds the relevant Public Procurement Thresholds (see
QSG).

4.2 Where the opportunity is likely, in view of its characteristics, to be of cross-border
interest and therefore attract potential suppliers from outside the UK.
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4.3

4.4
4.5

4.6
4.7
4.8
4.9

4.10

4.1

5.

Where any staff of the Council or an existing supplier spend the maijority of their time
providing the services which are to be procured (investigation would be needed to
identify any potential TUPE implications in advance and obtain/provide employee
liability information).

The procurement involves leasing agreements.

Where it is proposed to use a supplier's own terms or any other form of contract which
is not one of those normally used by the Council for other matters.

Procurement of application software with a Total Value above £75,000.
Agreements involving the development of land for public benefit.
Where it is proposed to extend or vary an existing contract.

Any collaborative procurements where the Council is working with other authorities to
procure.

Where it is proposed to enter into a new contract with an existing supplier without
competition (such as a new contract for a line of business software system).

Where the procurement is complex in any other way or involves unusual risks.

PRE-PROCUREMENT PROCEDURE

Before commencing a procurement process, it is essential that the Officer leading the
procurement is fully aware of the QSG. Consideration shall be given to the Council’s
Procurement Strategy.

6.

PRELIMINARY MARKET CONSULTATION

Before commencing a procurement process the Officer may conduct market consultations with
a view to preparing the procurement and informing potential suppliers of the Council
procurement plans and requirements. This should be proportionate to the value of the contract.

6.1

7.

Before commencing preliminary market consultation advice must be sought from the
Procurement Team ensuring that the market consultation, would not have the effect of
distorting competition and would not result in a violation of the principles of non-
discrimination and transparency.

CONTRACTS PROCEDURES

The following table outlines the minimum selection procedure to be used where the
procurement is within these CPR and is not complex (see Rule 4 above) and a suitable existing
corporate contract or appropriate framework is not being used.

Estimating the Contract Value

The Estimated Total Value is the total estimated contract value, over the total contract period,
and must include any potential usage by all procurement partners.
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Minimum Contracts Procedures for Works, Supplies or Services:

Selection procedure Selection
recommendations
Less than £20,000 Single quotation in writing Assistantee Director or
including demonstration of value | delegated to Officer
for money
£20,001 to £75,000 At least three quotations in writing | Officer or Procurement
Team
Above £75,001 but below | Invitation to Tender issued to a Officer or Procurement
the Public Contract minimum of three suppliers or an | Team
Regulations 2015 open tender.
Financial Threshold see
QSG
At or above the Public Advice must be sought from the Consult with the
Contract Regulations Procurement Team and/or Procurement Team and
2015 Financial Director the Director
Threshold

The Council should make the best use of its procurement power by aggregating purchases
wherever possible. It is not acceptable to split Works, Services or Supplies in attempt to avoid
these CPR or the Public Contract Regulations.

8. SINGLE QUOTATION PROCEDURE (Value less than £20,000)

Single quotes can be obtained in a variety of ways which may include phone, internet, letter,
face to face, however the information needs to be recorded. Where quotations are obtained
via phone or face to face interaction, these should be confirmed in writing (e.g. send e-mail or
through third party providing written quote).

All quotes are subject to the following processes;

8.1 Although a formal procurement process does not need to be followed, value for money
needs to be demonstrated.

8.2 Officers should select a supplier by any reasonable means.
8.3 Request a final written quote from the supplier.
8.4 Reasons for the selection are to be recorded centrally.

8.5 Raise an appropriate Purchase Order to the supplier using the Council’s financial
software, prior to placing the order ensuring this refers to or incorporates the relevant
contract document(s).

9. MULTIPLE QUOTATION PROCEDURE (Value £20,001 to £75,000)
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Having followed QSG:

9.1
9.2

Identify the appropriate contract to be used or contact the Procurement Team.

Develop and include in the relevant sections of the Council’s invitation to bid
documents, so that prospective suppliers (including at least one local supplier where
practicable without improperly excluding other suppliers) can provide their quotations
based on:

The evaluation criteria and
Specification of services/supplies/works required by the Council); and
Performance indicators (if appropriate).

The Procurement Team can assist with developing the relevant
criteria/specification/performance indicators.

Open quotation opportunities should use the Council’'s e-sourcing system if appropriate and
publishing the opportunity nationally using Contracts Finder with or without any other
advertisement. Best practice would be to publish the opportunity for contracts over £20,000.

9.3

9.4

9.5

9.6

9.7

9.8

9.9

10.

The period allowed for responses should be adequate, considering the complexity of
the Council’'s requirements, to provide a reasonable opportunity for suppliers to
prepare and submit a quotation. This will normally be at least 10 working days.

Invitation to bid documents should be sent or made available to the suppliers via the
Council’s e-sourcing system either to the selected suppliers or in an open opportunity.
Access to the Council’s e-sourcing system will be arranged by the Procurement Team
on request.

Any bids received after the appointed date/time will not be considered and advice must
be obtained from the Procurement Team as to next steps.

Bids will remain electronically sealed until the appointed time and date and will be
opened by the Procurement Team and nominated officer.

Bids must be evaluated against the specified evaluation criteria, liaising with the
Procurement Team and the Finance Team to check the information provided by the
suppliers and when appropriate investigate the financial status of the supplier(s).

If less than two bids are received, consult with the Procurement Team and follow their
recommendations as to whether to arrange a new invitation to bid or obtain other
evidence demonstrating that (because of the nature of the opportunity, an absence of
suitable competitor suppliers or otherwise) the bid(s) received represent Value for
Money.

Record centrally the details of the procurement, including reasons for the selection of
the winning bid and/or bids received.

TENDER PROCEDURE (Value more than £75,001 but below the Public Contract
Regulations 2015 Financial Threshold):

Having followed the QSG
Identify the appropriate contract to be entered by using the QSG.
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10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

11.

Officers should engage the assistance of the Procurement Team as soon as it is
anticipated that a tender may be required.

The Procurement Team will assist Officers with the following steps, including design
of scope, evaluation criteria, performance indicators (if appropriate) and mitigation of
risks/costs.

Officers should then either:

Select three or more specific potential suppliers to invite to tender (including at least
one local supplier, where practicable without improperly excluding other suppliers), or

Open tender opportunities should use the Council’s e-sourcing system if appropriate
and publishing the opportunity nationally using Contracts Finder with or without any
other advertisement. Best practice would be to publish the opportunity for contracts
over £20,000.

Justification for inviting only selected potential suppliers must be approved by the
Procurement Team and recorded with procurement documentation.

The period allowed for responses should be adequate, considering the complexity of
the Council’'s requirements; to provide a reasonable opportunity for suppliers to
prepare and submit a tender. This will normally be at least 20 working days.

Invitation to tender documents should be sent or made available to the suppliers via
the Council’s e-sourcing system either to the selected suppliers or in an open
opportunity. Access to the Council’'s e-sourcing system will be arranged by the
Procurement Team on request.

Any bids received after the appointed date and time will not be considered and advice
must be obtained from the Procurement team as to next steps.

Bids will remain electronically sealed until the appointed time and date and will be
opened by the Procurement Team and nominated officer.

The Procurement Team will manage evaluation of tenders against the specified
evaluation criteria and liaise with the Finance Team to check the information provided
by the suppliers and if appropriate investigate the financial status of the supplier(s).

The Procurement Team will assist in seeking approval, awarding the contract and
completion of the procurement process.

Record centrally the details of the procurement, including reasons for the selection of
the winning bid and/or bids received.

TENDER PROCEDURE FOR ABOVE PUBLIC CONTRACT REGULATIONS 2015

Advice must be sought from the Council’'s Procurement Team where the estimated value is
likely to exceed the PCR 2015 Financial Thresholds.

The Procurement Team will manage the procurement process to ensure compliance of the
PCR 2015.

The evaluation criteria and weightings must be prepared to enable the Most Economically
Advantageous Tender or bid (MEAT), to be identified, ensuring that all such criteria are
appropriate for and proportionate to the relevant contract.
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A report for Corporate Management Team Leadership Team must be prepared for all
procurements over the PCR before the contract award to include and not limited to:

- Nominated contract manager.

- Risk assessments and risk register.

- Contingency measures (including early termination and exit strategy).
- Annual review of insurance policy.

- Contractual performance.

- Innovations.

- Social Value delivery.

- Complaints and compliments.

- Data Protection issues (if appropriate).

12. TENDER EVALUATION

Tenders must be evaluated in accordance with the evaluation criteria as set out in the invitation
to tender documents.

The arithmetic in tenders must be checked by the appropriate officer as defined in the
procurement documentation. If arithmetical errors are found they should be notified to the
supplier, who should be requested to confirm or withdraw their tender.

When evaluating tenders including Frameworks, appropriate due diligence must be untaken
to assure the Council of the financial stability of contractors and sub-contractors.

13. DECLARATION OF INTEREST

If it comes to the knowledge of a Member or Officer (or other appropriate person) of the Council
that a contract in which they have a pecuniary interest has been, or is to be, entered by the
Council then they must immediately give written notice to the Monitoring Officer. This needs
to be recorded on the annual return.

The Monitoring Officer shall maintain records of all declaration of interests notified by Members
and Officers (or other appropriate person).

14. POST TENDER NEGOTIATION

Post tender negotiation is to be the exception and such negotiations shall be conducted strictly
in accordance with the following:

. They shall take place at predetermined times and places.

. The Procurement team, Monitoring Officer and the Section 151 Officer or their
Deputies, must be notified of the time and venue of all negotiations.
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15.
15.1

15.3

15.4

15.5

16.

More than one officer of the Council shall always be present, including either the
Monitoring Officer or the Section 151 Officer or their Deputies, or their senior
representative.

The signed record of all meetings shall be kept on file.

In the event of a contract being awarded, the relevant signed records of meetings shall
be bound into the contract.

CONTRACT AWARD

The approval level for accepting tenders and quotations is shown in the table
below .follows:

Note: The process to follow for contract award is based on the cost to the individual
council (not the total cost for all partners, therefore the contract award process may be
different for each council).

Value Cost to Council Approval

Up to £20,000 Assistant Director
£20,001 to £50,000 Assistant Director
£50,001 to £100,000 Director GMLT
Above £100,001 Cabinet

Officers in conjunction with the Procurement Team must notify all suppliers
simultaneously and as soon as possible of the intention to award the contract to the
successful supplier and stipulating the standstill period (if any) applied in the
notification. If an unsuccessful supplier challenges the decision, the Officer shall not
award the contract and shall immediately seek the advice of the Procurement Team
ondbissslerai Bosourens,

Where a contract has been tendered below the PCR 2015 and above £20,000 the
Council shall publish a contract award notice on Contract Finder.

Where a contract has been tendered pursuant to the PCR 2015 the Council shall
publish a contract award notice as detailed by the PCR 2015.

CONTRACT TERMS AND-CONDITHONS

Contractual arrangements should be made—wherever-peossible; on:
- the Council’s standard general terms, or

- standard form contracts, or

- industry standard model contract terms, or

- if using a Framework, the Framework Terms.
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16.1

17.

i At b xceptlons to this
ruIe must be approved in advance by the Dlrector of Resources meleémg—te#mseand

copdiicnereodindormmmonedcornomonio,

Every formal contract in writing within the meaning of CPR shall specify or contain (as
a minimum) wherever possible:

(a) the services, supplies or works to be provided.
(b) the price to be paid, with a statement of discounts or other deductions.
(c) the time or times within which the contract is to be performed.

(d) that all relevant health and safety legislation and codes of practice must be
complied with and that any specific health and safety requirements set out in the
invitation to tender prior to contract award have been satisfied.

(e) in appropriate cases (to be determined by the Director of Resources) provide for
the payment of liquidated damages by the supplier where they fail to complete the
contract within the time specified in the contract or any amendment thereto made in
accordance with the terms of the contract.

(f) a clause empowering the Council to cancel the contract and recover from the
supplier the amount of any loss resulting from such cancellation, if the Supplier or any
person acting on their behalf shall, in relation to the obtaining or execution of the
contract or any other contract with the Council, have committed any offence under the
Prevention of Corruption Acts 1889 to 1916, or shall have given any fee or reward the
receipt of which is an offence under Section 117(2) and (3) of the Local Government
Act 1972, Bribery Act 2010, Data Protection Act 2018 and Modern Slavery Act 2015.

(g) a clause requiring the supplier to provide information to the Council for the Council
to fulfil its obligations under the Freedom of Information Act 2000 and Environmental
Information Regulations 2004.

(h) appropriate Employers Liability Insurance minimum of £10,000,000 or lower figure
based on Officer’s risk assessment in consultation with Finance (but not less than
£5,000,000).

(i) appropriate Public Liability Insurance minimum of £10,000,000 or lower figure
based on Officer’s risk assessment in consultation with Finance (but not less than
£5,000,000).

(j) appropriate Professional Indemnity Insurance minimum of £1,000,000 or lower or
higher depending on the risks and based on Officer’s risk assessment in consultation
with Finance.

EXECUTION OF CONTRACTS

Any contracts valued at above £100,000 shall be formal, made in writing and executed as a
deed by the affixing of the Council’'s common seal or signed by the Director of Resources or
other person duly authorised in this regard (as considered appropriate).

All other contracts i.e. less than £100,000) may be signed by the relevant Director or other
person duly authorised in this regard (as considered appropriate) ef-the-section.
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18. CONTRACT REGISTER AND FORWARD PROCUREMENT PLANS

All Assistant Directors shall be responsible for the Contracts Register and Forward
Procurement Plans and all prospective contracts entered into by the Council in excess of
£5,000 unless the contract is less than three months duration.

Information required for maintaining the Contracts Register and Forward Procurement Plans
will be provided in a timely manner to meet quarterly publication requirements.

19. FRAMEWORK AGREEMENTS AND DYNAMIC PURCHASING SYSTEMS

Framework Agreements and Dynamic Purchasing Systems (DPS) will contain instructions for
use within its terms, and potentially include a requirement for a further competitive process
between those suppliers who are parties to the Framework Agreements and DPS.

In these cases, a Framework Agreement and DPS shall be tendered in accordance with these
CPR and the Public Contract Regulations.

Where the Council has entered into a Framework Agreement and/or through procurement or
is able to place orders from existing Framework Agreements and/or procured by central
government agencies, other local authorities or other third parties, then the Council may
benefit from using those contracts without entering into a separate procurement.

Procurement Team advice should be sought in advance before awarding a contract to a
supplier using a Framework Agreement or DPS not procured directly by the Council.

20. COLLABORATIVE PROCUREMENT

These CPR shall apply to any procurement where tenders are invited by the Council on behalf
of any partnership, consortium, association or similar body of which the Council is a member,
unless such tenders are invited in accordance with the method prescribed by such consortium,
association or body and where necessary with the requirements of the PCR 2015.

21. CONTRACT EXTENSIONS

No contract may be extended except in accordance with its terms (subject to financial
resources and satisfactory value for money assessment) and comply with the PCR 2015.

Prior to any contract extensions advice should sought from the Procurement Team as
required.

22. WAIVERS OF CONTRACT PROCEDURE RULES

Waivers of any of these CPR shall only be given in exceptional circumstances provided the
value does not exceed the PCR financial thresholds. Waivers may not be made
retrospectively.
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22.1  An Officer empowered to let a contract may seek a waiver from a Director and Section
151 Officer or their deputies and if above £100,000 Cabinet. All waivers shall be
recorded on the Waiver Form and saved centrally.

23. BONDS, GUARANTEES AND INSURANCE

The Officer shall consider in all contracts the appropriate type (employee liability, public
liability, professional indemnity, etc.) and level of insurance requirements for each contract.
The Officer shall consult with Finance when determining the appropriate levels of insurance.

23.1  For all contracts over £100,000 (and any other circumstances deemed appropriate by
the Officer and the Director of Resources), some form of security may be required from
the potential supplier as part of the pre-procurement process.

24. OPERATIONAL EMERGENCY

In the event of circumstances rendering emergency measures necessary which cannot
expediently be approved through normal Council procedures, the appropriate Officer(s) in
consultation with the Managing Director (or a nominated officer), or not less than two Cabinet
Members may, notwithstanding anything contained in the Council's CPR or Financial
Procedure Rules, authorise the Officer to enter into a contract on behalf of the Council.

In a continuing emergency any action taken, or contract entered into shall be reported to a
special Cabinet meeting as soon as possible which shall take such action as necessary to
deal with the situation.

Prior to reference to Cabinet, such process of emergency measures shall be subject to a total
limit of expenditure up to PCR 2015 Financial Thresholds.

Any adoption of these powers must be reported to the next Cabinet.

25. DISPOSAL OF ASSETS

Disposal and/or reallocation of assets needs to be managed with the same diligence as the
acquisition process. Before any disposal and/or reallocation of assets reference must be made
to the Council’'s Disposal Strategy and/or Constitution. The Council has a duty of care
regarding the disposal of equipment where environmental issues are appropriate.

25.1 Records must be retained for the disposal of assets in a similar way as for procurement
decisions.

25.2  Any items of stock (other than land) deemed obsolete or surplus to requirements must,
where the expected loss on disposal is no more than £20,000, be sold or disposed of
only on the authorisation of the Director. Where the expected loss on disposal exceeds
£20,000 the approval of the appropriate Director (s) must be obtained.

25.3 The method of disposing of surplus or obsolete stocks / stores or assets other than
land must be determined as follows:
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254

26.

Total Value Method

Up to £20,000 By whatever means the relevant Director
shall decide consistent with the asset
disposal rules

£20,000 and above Tender sought by public advertisement, by
public auction or such other means as the
Section 151 Officer shall approve after
consultation with the Monitoring Officer

Before an item is disposed of, consideration should be given as to whether there is a
use for the item elsewhere within the Council. All options must be explored, and a
record kept of the decisions made. It is the responsibility of each Director to establish
that legal title rests with the Council prior to the disposal of any item. Disposal of land
will in all cases require advice and guidance from the appropriate body as set out in
the Council’s Financial Regulations.

CONTRACT MANAGEMENT

Efficiencies secured under competitive processes will only be realised with effective
contractual management.

26.1

26.2

26.3

26.4

26.5

26.6

Named Officer(s) within-therelevant-section will be responsible for the day to day
operational management of any rew all contracts in-theirsection.

Requirements for contract management are to include and not limited to: (as a
minimum);

An annual review (in consultation with the Finance Team) of the financial status of
any key suppliers in contract with the Council.

Annual check for validity of any required certifications and evidence of current
insurance cover.

Regular review meetings at agreed intervals to discuss:

1) Contractual performance (key performance measures).

2) Social value delivery.

3) Innovations or other potential savings in areas relating to the contract or
opportunities to improve the range of services provided.

4) Risk identification, evaluation and management on subjects relating to the
contract.

5) Customer complaints and compliments.

6) Any data protection issues.
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Intervals for these review meetings will vary depending on the complexity of the
contract/commodity and the total value. Generally, the review meetings for any contract with
a high-risk element or above the Public Contract Regulations financial threshold should be
held at least six monthly and can be more frequent where performance or risk management
are identified as an issue.

26.7 FEoral-agreemen with-a-to

s
e ‘ g—Director—to—the—relevan ‘ s
regarding: For key strategic contracts a report must go annually to the relevant Cabinet
Member regarding:

Achievement of contractual objectives within the period

Current contractual direction (continue, review, exit, retender).

27. RETENTION OF DOCUMENTS

It is a legal requirement for commercial records to be retained for inspection by various
Government authorities including HMRC.

27.1  The retention period commences once the Tender, Purchase Order or Contract is
closed: all “open” documents are retained indefinitely.

27.2 The records to be retained, the retention period and which section retains them are
detailed below:

Document Retained by Retention Period
Tenders/Quotations e-procurement system/centrally | 7 Years
Purchase Orders Finance System/Section 7 Years
Contracts Officer/Deed Room 7 Years
Suppliers Invoices Finance System/Section 7 Years

The records should be kept in a format that facilitates accessibility for future use.

28. REVIEW AND AMENDMENT OF THE CONTRACT PROCEDURE RULES
These CPRs shall be reviewed and updated at least every 2 years. enan-annual-basis.
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24 June

July
TBC

23 September

27 January

17 March

Audit Committee Work Programme

Strategic and Annual Internal Audit Plans 2021/22

External Audit Plan 20/21

Annual Governance Statement 2020-21

Report on Counter Fraud Activity 2020/21 (if anything to report)
Review of Contract Procedure Rules

Strategic Risk Register

Progress Report on Internal Audit Activity
Internal Audit Follow Up Report
Head of Internal Audit's Annual Report and Opinion for 2020/21

Final Statement of Accounts 2020-21

Progress Report on Internal Audit Activity
Internal Audit Follow Up Report

Audit Results Report 2020-21

Strategic Risk Register

Rules of Financial Governance

Review of Local Government Ombudsman 2021

Progress Report on Internal Audit Activity
Internal Audit Follow Up Report

Annual Report of Audit Committee

Self Assessment of the Audit Committee
Strategic Risk Register Update

Strategic and Annual Internal Audit Plans 2022/23
External Audit Plan 2022/23
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External Audit
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