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If the fire alarm sounds continuously, or if you are
instructed to do so, you must leave the building by the
nearest available exit. You will be directed to the
nearest exit by council staff. It is vital that you follow
their instructions:

e You should proceed calmly; do not run and do
not use the lifts;

e Do not stop to collect personal belongings;

e Once you are outside, please do not wait
immediately next to the building, but move some
distance away and await further instructions;
and

e Do not re-enter the building until told that it is
safe to do so.
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AUDIT & STANDARDS COMMITTEE

AGENDA

Part One Page

1. PROCEDURAL BUSINESS

(a) Declaration of Substitutes - Where Councillors are unable to
attend a meeting, a substitute Member from the same Political
Group may attend, speak and vote in their place for that meeting.

(b) Declarations of Interest — Statements by all Members present of
any personal interests in matters on the agenda, outlining the
nature of any interest and whether the Members regard the
interest as prejudicial under the terms of the Code of Conduct.

(c) Exclusion of Press and Public - To consider whether, in view of
the nature of the business to be transacted, or the nature of the
proceedings, the press and public should be excluded from the
meeting when any of the following items are under consideration.

NOTE: Any item appearing in Part Two of the Agenda states in
its heading the category under which the information disclosed in
the report is exempt from disclosure and therefore not available to
the public.

A list and description of the exempt categories is available for
public inspection at Brighton and Hove Town Halls.

2. MINUTES OF DECOMMISSIONED COMMITTEES 1-10

(@) Minutes of the Standards Committee held on 17 April 2012
(attached for information)

(b)  Minutes of the Audit Committee held on 24 April 2012
(attached for information)

3. CHAIR'S COMMUNICATIONS

4. TERMS OF REFERENCE 11-14

Attached for information.

5. COMMITTEE START TIMES

6. PUBLIC INVOLVEMENT

To consider the following matters raised by members of the pubic:

(a) Petitions: to receive any petitions presented to the full council
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or at the meeting itself;

(b) Written Questions: to receive any questions submitted by the
due date of 12 noon on 20 June 2012,

(c) Deputations: to receive any deputations submitted by the due
date of 12 noon on 20 June 2012.

7. ISSUES RAISED BY COUNCILLORS

To consider the following matters raised by councillors:

(a) Petitions: to receive any petitions submitted to the full Council
or at the meeting itself;

(b) Written Questions: to consider any written questions;
(c) Letters: to consider any letters;

(d) Notices of Motion: to consider any notices of motion.

8. WORK PLAN FOR AUDIT & STANDARDS COMMITTEE 15 - 22

Report of the Director of Finance (copy attached)
Contact Officer: lan Withers Tel: 29-1323

Ward Affected: All Wards
STANDARDS ITEMS
9. COMPLAINTS UPDATE (JUNE 2012) 23 -28

Report of the Monitoring Officer (copy attached)
Contact Officer:  Brian Foley Tel: 291229

10. STANDARDS UPDATE
Report of the Monitoring Officer (report to follow)

Contact Officer: Elizabeth Culbert Tel: 29-1515
AUDIT ITEMS
11. TARGETED BUDGET MANAGEMENT (TBM) PROVISIONAL 29 -84

OUTTURN 2011/12
Extract from Policy & Resources Committee 14 June 2012 (to follow)

Report of the Director of Finance (copy attached)

Contact Officer:  Nigel Manvell Tel: 29-3104
Ward Affected: All Wards
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12. UNAUDITED STATEMENT OF ACCOUNTS 2011/12 85-92
Report of the Director of Finance (report attached, statements to
follow)

13. REVIEW OF THE EFFECTIVENESS OF INTERNAL AUDIT 2012/13 93 - 102

Report of the Director of Finance (copy attached)

Contact Officer: lan Withers Tel: 29-1323
Ward Affected: All Wards

14. AUDIT COMMISSION: PROGRESS REPORT 2012/13

Report of the Audit Commission (to follow)

15. AUDIT COMMITTEE ANNUAL REPORT 2011/12 103 - 116

Report of the Director of Finance (copy attached)

Contact Officer: lan Withers Tel: 29-1323
Ward Affected: All Wards

16. RISK MANAGEMENT PROGRAMMES - 2011/12 (OUTCOME) 117 - 126
AND 2012/13 (PLANNED)

Report of the Director of Finance (copy attached)

Contact Officer:  Jackie Algar Tel: 29-1273
Ward Affected: All Wards

17. INTERNAL AUDIT ANNUAL REPORT AND OPINION 2011/12

Report of the Director of Finance (to follow)

Contact Officer: lan Withers Tel: 29-1323
Ward Affected: All Wards

18. STRATEGIC RISK REGISTER 127 - 142

Report of the Director of Finance (copy attached)

Contact Officer:  Jackie Algar Tel: 29-1273
Ward Affected: All Wards

PART TWO

19. PART TWO MINUTES OF DECOMMISSIONED COMMITTEES 143 - 146

Part two minutes of the Audit Committee held on 24 April 2012
(attached for information)
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20. 1360 To Follow

Report of the Director of Finance (to follow)

Contact Officer: Mark Dallen Tel: 29- 1314
Ward Affected: All Wards

21. STRATEGIC RISK MANAGEMENT ACTION PLANS FOCUS 147 - 162

Report of the Director of Finance (copy attached)

Contact Officer:  Jackie Algar Tel: 29-1273
Ward Affected: All Wards

The City Council actively welcomes members of the public and the press to attend its
meetings and holds as many of its meetings as possible in public. Provision is also made
on the agendas for public questions to committees and details of how questions can be
raised can be found on the website and/or on agendas for the meetings.

The closing date for receipt of public questions and deputations for the next meeting is 12
noon on the fifth working day before the meeting.

Agendas and minutes are published on the council’s website www.brighton-hove.gov.uk.
Agendas are available to view five working days prior to the meeting date.

Meeting papers can be provided, on request, in large print, in Braille, on audio tape or on
disc, or translated into any other language as requested.

WEBCASTING NOTICE

This meeting may be filmed for live or subsequent broadcast via the Council’s website. At
the start of the meeting the Chairman will confirm if all or part of the meeting is being
filmed.

You should be aware that the Council is a Data Controller under the Data Protection Act
1988. Data collected during this web cast will be retained in accordance with the Council’s
published policy (Guidance for Employees’ on the BHCC website).

Therefore by entering the meeting room and using the seats around the meeting tables
you are deemed to be consenting to being filmed and to the possible use of those images
and sound recordings for the purpose of web casting and/or Member training. If members
of the public do not wish to have their image captured they should sit in the public gallery
area.

If you have any queries regarding this, please contact the Head of Democratic Services or
the designated Democratic Services Officer listed on the agenda.

For further details and general enquiries about this meeting contact Ross Keatley, (01273
291064, email ross.keatley@brighton-hove.gov.uk) or email
democratic.services@brighton-hove.gov.uk.

Date of Publication - Wednesday, 20 June 2012
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COM M ITTEE Brighton & Hove City Council

25.

25a

25.1

25b

25.2

25¢c

25.3

254

26.

BRIGHTON & HOVE CITY COUNCIL
STANDARDS COMMITTEE
5.00pm 17 APRIL 2012
COMMITTEE ROOM 1, HOVE TOWN HALL
MINUTES

Present: Councillors: Lepper and Littman

Independent Members: Dr M Wilkinson (Chair), Mr Paul Cecil
Rottingdean Parish Council Representatives: Mr Geoff Rhodes

Apologies: Mr John Bustard, Councillor Jones Councillor Kitcat, Councillor Norman, Mr
Rose and Councillor Wells

PART ONE

PROCEDURAL BUSINESS

Declaration of Substitutes

There were none.

Declarations of Interest

There were none.

Exclusion of the Press and Public
In accordance with section 100A of the Local Government Act 1972 (‘the Act’), the
Committee considered whether the press and public should be excluded from the
meeting during an item of business on the grounds that it was likely, in view of the
nature of the business to be transacted or the nature of the proceedings, that if
members of the press or public were present during that item, there would be disclosure
to them of confidential information (as defined in section 100A(3) of the Act) or exempt
information (as defined in section 100l of the Act).

RESOLVED - That the press and public not be excluded from the meeting.

MINUTES OF THE PREVIOUS MEETING
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26.1

27.

271

28.

28.1

29.

29.1

29.2

29.3

29.4

29.5

RESOLVED - That the minutes of the Standards Committee Meeting held on 17
January 2012 be agreed and signed as a correct record.

CHAIR'S COMMUNICATIONS
There were none.
PUBLIC QUESTIONS
There were none.
REVIEW OF PROTOCOL FOR PUBLIC QUESTIONS

The Committee considered a report of the Monitoring Officer in relation to the review of
the protocol for public questions. The Senior Solicitor, Liz Woodley, explained that the
report pre-supposed the formal approval of the new governance arrangements at the
Special Council meeting on 26 April 2012, and there was an opportunity to review the
protocol which was currently the same for Council, committees and Cabinet Member
meetings.

The Head of Law and Monitoring Officer, Abraham Ghebre-Ghiorghis, raised the issue
of Officers of the Council being permitted to ask public questions, and noted that some
local authorities restricted this to maintain a distinction in the relationships between
Officers and Councillors. With recent budget savings proposals the number of public
questions and petitions from Officers had increased, and other local authorities, who
restricted questions, had stated there were existing channels in place for Officers to
raise concerns such as through the grievance procedure of the Council.

The Chair stated that there were clear instances where an Officer should be
considered a member of the public such asking questions to the Planning Committee
in relation to applications which directly affected their street. Mr Cecil suggested that
alternative routes could be used where they already existing, but there would be
situations where Officers had legitimate concerns they wanted to raise as public
questions. He went on to state that guidance could help Officers navigate these issues,
and Councillor Littman also suggested that some of the guidance for politically
restricted posts could be useful.

The Senior Solicitor went on to raise issues in relation to individuals asking questions
on behalf of organisations — and disclosure of such association — and if the number of
questions should be restricted. Members of the Committee noted that, whilst it would
be preferential for those asking public questions for declare if it were on behalf of an
organisation, there was no way to enforce this even if it were formalised in Council
policy. It was also noted that there was no way of being fully certain an organisation
had authorised an individual to ask a question on its behalf, and matters in relation to
what constituted an ‘organisation’ were also raised.

The Committee discussed refusal of questions, and it was clarified that it was the
normal practise to provide the existing responses to questions which were refused on
the basis the same question had been asked in the past 6 months; it was not
considered necessary to formalised this arrangement. Advice from the Head of
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29.6

29.7

30.

30.1

30.2

30.3

30.4

Democratic Services had suggested that questions which referred to current legal
proceeding being taken by or against the Council were largely already excluded as
they fell within ‘disclosure of confidential or exempt information’; however, it was
suggested that the revised policy might want to be clearer on this matter and could
include exclude information starting from the point of receipt of a pre-application letter.

Consideration was also given to the notion of commercial and financial interests, and
the Committee extended this to give consideration of personal interests, but it was felt
that exclusion on these grounds would be in contrary to the principles of asking public
questions as these would largely relate to person issues which directly effected
residents.

RESOLVED - That the Committee note the content of the report and ask the
Monitoring Officer to give consideration to comments made in the review of the
protocol.

STANDARDS UPDATE

The Committee considered a report of the Monitoring Officer in and the Senior Solicitor
outlined the report stating that the new regulations were expected to come into force
on 1 July 2012, but guidance to this effect had not currently been published. The
Council would still need to have a new Code of Conduct in place, and the Localism Bill
Working Party, which met in December 2011, had agreed that the current code could
be used a basis for the new one. Since the publication of the agenda both the Local
Government Association (LGA) and the Department for Communities and Local
Government (DCLG) has issued proposed draft codes. Currently it was difficult for
Officers to progress work on the code in the absence of firm guidance from central
government on interests.

In relation to the procedure for dealing with complaints made against Members it was
explained that Officers were currently looking to shorten and streamline the current
procedure to allow the Monitoring Officer to initially assess a complaint by writing to an
agreed sub-committee, but without the necessity to formally call a meeting. It was also
noted that the sanction powers would be reduced, for example a Member could no
longer be suspended, and independent Members would lose their voting rights on a
Standards Committee.

The Head of Law and Monitoring Officer said that the Secretary of State could exercise
powers to make transitional arrangements, and noted some of the lack of cohesion and
consistency that had emerged in the new legislation. The Senior Solicitor noted that
the current proposals were to amalgamate the audit and standards functions of the
Council into a new Audit & Standards Committee. The Committee would meet before
the commencement of the new Standards regime the Council had made some
transitional measures for this meeting; creating a split agenda to be chaired separately
by the new Chair of the Audit & Standards Committee and the current Chair of the
Standards Committee.

The Head of Law and Monitoring Officer explained that there was concern the

guidelines could be too ‘high level in principle and there would be benefit in
reconvening the Working Party to provide input into this process. The Leader’'s Group
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30.5

31.

31.1

31.2

31.3

had also met and agreed it was satisfied to be guided by the Standards Committee on
the drafting of the new Code of Conduct.

RESOLVED - That the Committee note the report, and the Localism Bill Working Party
be reconvened to considered the new code of Conduct when the necessary
regulations were published.

COMPLAINTS UPDATE

The Committee considered a report of the Monitoring Officer regarding the complaints
update and, in the absence of the Standards and Complaints Manager; the Senior
Solicitor introduced the item and explained that complaints 2, 3 & 4 had all been
considered at the same Assessment Panel which had agreed that no further action
was necessary; currently a review had been requested for one of these complaints.

Councillor Lepper noted that the complaints had all been from members of the public,
and hoped that the practise could be for Members to address their grievances with
other Members through their group leaders before making formal complaints to the
Standards Committee.

RESOLVED - That the Committee note the report.

The meeting concluded at 5.48pm

Signed Chairman

Dated this day of
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74.

74a

75.1

74b

75.2

74c

75.3

75.4

75.

75.1

BRIGHTON & HOVE CITY COUNCIL
AUDIT COMMITTEE
4.00pm 24 APRIL 2012
COMMITTEE ROOM 1, HOVE TOWN HALL
MINUTES

Present: Councillors Hamilton (Chair) Jarrett, Mitchell, A Norman, Smith, Sykes, Wakefield,
Wealls and Robins

PART ONE

PROCEDURAL BUSINESS

Declaration of Substitutes

Councillor Robins declared that he was substituting for Councillor Pissaridou.
Declarations of Interest

Councillor Wakefield declared a personal but not prejudicial interest in Item 83, a report
of the Audit Commission concerning Brighton & Hove Seaside Community Homes.

Exclusion of the Press and Public

In accordance with section 100A of the Local Government Act 1972 (‘the Act’), the
Committee considered whether the press and public should be excluded from the
meeting during an item of business on the grounds that it was likely, in view of the
nature of the business to be transacted or the nature of the proceedings, that if
members of the press or public were present during that item, there would be disclosure
to them of confidential information (as defined in section 100A(3) of the Act) or exempt
information (as defined in section 100l of the Act).

RESOLVED - That the press and public be excluded from the meeting during
consideration of Item 88 onwards.

MINUTES OF THE PREVIOUS MEETING

RESOLVED- That the minutes of the previous meeting held on 21 February 2012 be
approved and signed as the correct record.
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76.

76.1

77.

771

78.

78.1

79.

79.1

80.

80.1

81.

81.1

82.

82.1

82.2

82.3

CHAIR'S COMMUNICATIONS

The Chair informed the meeting that this would be the last meeting of the Audit
Committee in its current format before it became the Audit & Standards Committee due
to the new governance arrangements agreed by Members. The Chair thanked Officers

for their hard work throughout the year and the other Members of the Committee for
their support and advice.

PETITIONS

There were none.

PUBLIC QUESTIONS

There were none

DEPUTATIONS

There were none

LETTERS FROM COUNCILLORS

There were none.

WRITTEN QUESTIONS FROM COUNCILLORS
There were none
AUDIT COMMISSION: PROGRESS REPORT 2011/12

The Committee considered a report of the Audit Commission that provided a summary
of the progress made and any significant issues arising against the 2011/12 external
audit. The Audit Manager provided a verbal supplement stating that their audit had
again identified a number of payroll transaction errors however; these were not found to
be of material impact and there was no indication of fraudulent activity. The audit had
also established that documentation could not be accessed quickly and easily.

The Chair noted that Ernst & Young were successful in procuring the contract for the
outsourcing of work currently undertaken by the Audit Practice in the South East region.
He asked if representatives from Ernst & Young would be meeting with council officers
in the near future.

The Audit Manager replied that although the consultation process was still in progress, it

was likely that there would be a meeting on Wednesday 2 May and this issue would be
discussed with the new external audit providers and resolved.

2
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82.4

82.5

82.6

82.7

82.8

82.9

82.10

82.11

82.12

82.13

82.14

83.

Councillor Wealls noted that there would be a 40 per cent reduction in the fee charged
by the Audit Commission under the outsourcing measures. He enquired how much of
the saving was due to outsourcing.

The Audit Manager replied that he could not give an accurate figure. Although an
element of the reduced fee would be due to outsourcing, the majority was due to a
reduction in resources which were now 50 per cent less than at the time of the 2010
announcement by central government that the Commission would be outsourced.

Councillor Sykes noted that 75 per cent of the scoring system for the outsourcing of the
Audit Commission was based on service cost. He asked if the work undertaken by the
firm would be as comprehensive as the current operation.

The Audit Manager answered that the scope of the incoming firms work would be similar
but tightly specified and he would predict that additional work would be charged for.

The Director of Finance supplemented that the majority of the work undertaken by the
Audit Practice concerned the financial statements. She believed that the Finance
Department would need to continue to deliver information on time and to a high
standard to avoid additional work. The Director of Finance stated that her main concern
was the discontinuation of the data provided by the Commission on other authorities
Value for Money (VFM) work which was very useful for benchmarking performance. She
added that there was a possibility that the savings made by the Council arising from
abolishing the Audit Commission would need to be spent on methods to continue this.

Councillor Ann Norman stated her belief that the work undertaken by the current Audit
Manager and District Auditor was of the highest standard. She asked if the same
personnel would continue to service the Council for the incoming firm.

The Audit Manager replied that the current personnel would certainly remain in place for
2011/12. Although he was aware that Ernst & Young were reluctant to make changes in
the short-term, he did not know of their intentions for after this period.

The Chair agreed that the work undertaken by the Audit Commission had been very
beneficial to the Audit Commitee. He asked if Officers could communicate the
sentiments of the Committee to Ernst & Young at their proposed meeting.

Councillor Ann Norman asked what work had been done towards new methods of
benchmarking with other authorities on VFM methods.

The Director of Finance answered that dialogue was underway between the authorities
in the South East region on this matter however, as Brighton & Hove was a unitary
authority, it would problematic gathering comparative data locally. Accordingly, the
Council would liaise with other authorities nationally and nearby unitary councils such as
Southampton.

RESOLVED- That the Audit Committee notes the report and progress made.

AUDIT COMMISSION: OPINION AUDIT PLAN 2011/12
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83.1

83.2

84.

84.1

84.2

85.

85.1

85.2

85.3

85.4

86.

86.1

86.2

The Committee considered a report of the Audit Commission the provided the 2011/12
audit plan for the audit of the financial statements and VFM conclusion.

RESOLVED- That the Committee notes the 2011/12 audit plan for the audit of the
financial statements and value for money (VFM) conclusion.

ASSURANCES FROM THE AUDIT COMMITTEE AS THE BODY CHARGED WITH
GOVERNANCE 2011/12

The Committee considered a report of the Director of Finance that presented the
response to the Audit Commission’s letter to those charged with governance issued at
the 20 December 2011 Audit Committee meeting.

RESOLVED- That the Audit Committee notes the response to the Audit Commission’s
letter to those charged with governance which was sent on the 29" March 2012.

INTERNAL AUDIT STRATEGY AND ANNUAL AUDIT PLAN 2012/13

The Committee considered a report of the Director of Finance that presented the Council’s
Internal Audit Strategy and Annual Audit Plan for 2012/13. This included both the operational
internal audit and counter fraud work programmes together with updated Internal Audit Terms
of Reference.

Councillor Sykes asked if there would be any change in emphasis in the 2012/13 Audit Plan
compared to previous years.

The Director of Finance replied that there would be more focus on basic controls in cash and
collections, the audit team would be visiting more remote establishments and more work
would be done in line with the significant changes in Public Health and localised support for
Council Tax.

RESOLVED- That the Audit Committee approves the Internal Audit Strategy and Annual Audit
Plan for 2012/13.

BRIGHTON & HOVE CITY COUNCIL COUNTER FRAUD STRATEGY

The Committee considered a report of the Director of Finance that presented the Council’s
updated draft Counter Fraud Strategy.

The Director of Finance added that there had been significant delay in the publication by
central government of the Local Government Fraud Strategy “Fighting Fraud Locally” that had
hampered the progress of the authority. Accordingly, the report presented provided an
overview and the detail of the authorities Counter Fraud Strategy, based upon the Local Fraud
Strategy, would be presented to a future Audit & Standards Committee meeting.
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86.3 RESOLVED- That the Audit Committee notes the Council’s updated draft Counter Fraud
Strategy and recommends its approval by the relevant committee under the new system of
council governance.

87. 2011/12 STATEMENTS OF ACCOUNTS PREPARATION

87.1 The Committee considered a report of the Director of Finance that provided information
on the changes for the 2011/12 Statement of Accounts.

87.2 RESOLVED- That the Audit Committee notes the changes for the 2011/12 Statement of
Accounts.

88. PART TWO MINUTES OF THE PREVIOUS MEETING (EXEMPT- CATEGORY 3)

88.1 RESOLVED- That the Part Two minutes of the previous meeting held on 21 February
2012 be approved and signed as the correct record.

89. PAYROLL-UPDATE FROM STRATEGIC DIRECTOR, RESOURCES (EXEMPT
CATEGORY 3)

As detailed in the Part 2 confidential report.

90. STRATEGIC RISK MANAGEMENT ACTION PLAN FOCUS - SR3 PACE AND
VOLUME OF PUBLIC SECTOR CHANGE (EXEMPT CATEGORY 3)

As detailed in the Part 2 confidential report.

91. STRATEGIC RISK MANAGEMENT ACTION PLAN - SR9 CHANGES TO LOCAL
GOVERNMENT FINANCE (EXEMPT CATEGORY 3)

As detailed in the Part 2 confidential report.
92. PART TWO ITEMS

92.1 RESOLVED- That the above items remain exempt from disclosure from the press and
public.

The meeting concluded at 6.25pm
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Signed Chair

Dated this day of
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COM M ITTEE Brighton & Hove City Council

AUDIT & STANDARDS COMMITTEE

Explanatory Note

The Audit functions of this Committee relate to the Council’s arrangements for
the discharge of its powers and duties in connection with financial governance
and stewardship, risk management and audit. The Committee makes
recommendations to the Council, Policy & Resources Committee, Officers or
other relevant body within the Council.

The Standards functions of this Committee seek to ensure that the Members,
Co-opted Members and Officers of the Council observe high ethical standards
in performing their duties. These functions include advising the Council on its
Codes of Conduct and administering related complaints and dispensation
procedures.

In addition to the Councillors who serve on the Audit and Standards
Committee, the Committee includes at least two independent persons who are
not Councillors. They are appointed under Chapter 7 of the Localism Act, or
otherwise co-opted, and act in an advisory capacity with no voting powers.

In the terms of reference of this Committee a “Member” is an elected
Councillor and a “Co-opted Member” is a person co-opted by the Council, for
example to advise or assist a Committee or Sub-Committee of the Council.

General Audit and Standards Delegated Functions

To review such parts of the constitution as may be referred to the Committee
by the Policy and Resources Committee and to make recommendations to the
Policy Resources Committee and the Council.

To appoint, co-opt or (in any case where only the Council has power) to
recommend the appointment or co-option of a minimum of two independent
persons:

e to give general assistance to the Committee in the exercise of its
functions; and

e to give views on allegations of failure to comply with a Code of Conduct
as required by Chapter 7 of the Localism Act.

To have an overview of:
e the Council’s whistleblowing policy
e complaints handling and Local Ombudsman investigations

To deal with any audit or ethical standards issues which may arise in relation
to partnership working, joint committees and other local authorities or bodies.

11



To ensure arrangements are made for the training and development of
Members, Co-opted Members and Officers on audit, ethical and probity
matters, including Code of Conduct issues.

To support and advise the Chief Finance Officer and the Monitoring Officer in
their statutory roles.

Delegated Audit Functions

To carry out independent scrutiny and examination of the Council’s financial
and non-financial processes, procedures and practices to the extent that they
affect the Council’s control environment and exposure to risk, with a view to
providing assurance on the adequacy and effectiveness of:

¢ the work of internal and external audit;

e the governance arrangements of the council and its services;

¢ the risk management and performance management frameworks and
the associated control environment;

¢ the financial management process;

e arrangements for the prevention and detection of fraud and corruption

To meet the requirements of the Accounts and Audit Regulations Act 2011 in
respect of:

e conducting an annual review of the effectiveness of the system of
internal control;

e conducting an annual review of the effectiveness of internal audit;

e reviewing the outcome of annual review of governance arrangements
and approving the Annual Governance Statement, ensuring its contains
any actions for improvement; and

e considering and approving the Council’s annual Statement of Accounts.

To consider the External Auditor’'s Annual Audit and Inspection Plan, Annual
Governance Report, Annual Audit Letter and other relevant reports.
Consider and agree the Internal Strategy and Annual Audit Plan, Head of
Audit & Business Risk’s Annual Internal Audit Report including Opinion,
periodic progress reports and other relevant internal audit reports.

To consider and agree the Head of Audit & Business Risk’s Annual Fraud &
Corruption Report and consider and approve the Council’s Counter Fraud
Strategy.

Delegated Standards Functions
To advise the Council on the adoption, revision or replacement of Codes of
Conduct for (a) Members and Co-opted Members and (b) Officers;

To exercise all other functions of the Council in relation to ethical standards, in
particular those under Chapter 7 of the Localism Act, including the following:

12



e promoting and maintaining high standards of conduct within the Council
and monitoring the operations of the Council’s Codes of Conduct and
registers of interests;

e in relation to allegations that a Member or Co-opted Member has failed
to comply with the Code of Conduct, putting in place arrangements to
investigate and make decisions;

e supporting the Monitoring Officer in the exercise of that Officer’s ethical
standards functions, in particular the duty to establish & maintain
registers of interests for the Council and for Rottingdean Parish
Council;

e in relation to Members or Co-opted Members with pecuniary interests,
putting in place arrangements to grant dispensations, in appropriate
cases, from the restrictions on speaking and/or voting.

NOTE: With the exception of the adoption, revision or replacement of

the Codes of Conduct referred to above, the Audit and Standards Committee
may develop and adopt its own procedures and protocols.
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AUDIT & STANDARDS Agenda Item 8
COMM'TTEE Brighton & Hove City Council

Subject: Audit & Standards Committee Work Programme
2012/13

Date of Meeting: 26" June 2012

Report of: Director of Finance

Contact Officer:: Name: lan Withers, Head of Audit & Tel 29-1323

Business Risk

E-mail: lan.withers@brighton-hove.gov.uk

Wards Affected: All

1.

1.1

2.1

2.2

3.1

3.1

SUMMARY AND POLICY CONTEXT:

This report presents the work programme for consideration by the
Committee.

RECOMMENDATIONS:
It is recommended that the Audit & Standards Committee:

Notes the Audit & Standards Committee Work Programme for 2012/13 and
comment on any items.

Requests the Head of Audit & Business Risk to keep the Work Programme
updated to reflect new items as they are identified.

BACKGROUND

In order to assist Members to identify and plan key areas of work for the

Committee, a work programme has been prepared and is attached at Appendix
1.

The work programme sets out those reports currently known and considered
appropriate to come to future Committee meetings. The work programme is
intended to be a useful tool to ensure that issues for the Committee are
identified in advance and are programmed in for the Committee to consider
at the correct time during the year. The work programme will be reviewed
and updated regularly to reflect the Committees priorities and ensure it is
able to fulfil its role contained in its terms of reference. It will also assist in
agenda planning for meetings

15



3.2

4.1

4.2

5.1

5.2

5.3

5.4

5.5

The work programme shows agenda items under three categories:

Category A = Statutory or other implied requirement
Category B = Topics decided by the Committee
Category C = Other

CONSULTATION

The work programme has been circulated to appropriate officers and the Audit
Commission for comments.

Members of the Committee are requested to give their comments on the work
programme which will be updated accordingly.

FINANCIAL & OTHER IMPLICATIONS:

Financial Implications:

The Audit & Standards Committee is an essential element of good financial
governance, the costs its work programme including officer support and
training is met from existing budgetary provision.

Anne Silley 14™ June 2012
Head of Business Engagement
Financial Services

Legal Implications:

All of the proposed agenda items in the Work Programme set out at Appendix 1 are
consistent with the Committee’s terms of reference.

Oliver Dixon 14t" June 2012
Acting Senior Lawyer

Equalities Implications:
There are no equalities implications arising.

Sustainability Implications:
There are no sustainability implications arising.

Crime & Disorder Implications:
There are no crime and disorder implications arising.
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5.6 Risk and Opportunity Management Implications:
There are no direct risk and opportunity management implications arising.

5.7 Corporate / Citywide Implications:

Robust corporate governance arrangements are essential to the sound

management of the City Council and the achievement of its objectives as set out in
the Corporate Plan.

SUPPORTING DOCUMENTATION

Appendices:

1. Audit & Standards Committee Work Programme 2012/13
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AUDIT & STANDARDS Agenda Item 9
COMMITTEE Brighton & Hove City Council

Subject: Complaints Update

Date of Meeting: 26 June 2012

Report of: Monitoring Officer

Contact Officer: Name: Brian Foley Tel: 293109

E-mail:  brian.foley@brighton-hove.gov.uk

Wards Affected: All

FOR GENERAL RELEASE

1.1

1.2

1.3

2.1

3.1

3.2

SUMMARY AND POLICY CONTEXT:

Complaints regarding Member conduct are currently administered under the
arrangements as defined by The Standards Committee (England) Regulations
2008 which came into effect on 08 May 2008. These regulations are derived from
the Local Government Act 2000 as amended by the Local Government and
Public Involvement in Health Act 2007.

This paper gives information about active Standards Complaints and cases
where the outcome has not previously been reported.

There is a brief update on complaints dealt with via the Local Government
Ombudsman. The powers of the Ombudsman are set out in the Local
Government Act 1974.

RECOMMENDATIONS:

The Audit and Standards Committee is asked to note the report.
RELEVANT BACKGROUND INFORMATION

The Local Government Act 2000 requires the names of complainants and of
Members about whom allegations have been made to be kept confidential.

We continue to work to the timescales for complaints as recommended by
Standards for England:

o Assessments should on average be completed within 20 working days.
o Review panels should be held within 65 working days.

o Investigations should be completed within 130 working days from the
date of assessment.
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3.3 Table 1 shows the number of working days taken to assess each complaint
dealt with under the Local Assessment procedure during the council years
2011/12 and 2012/13

3.4  There were nine complaints in 2011/12, the average time to assess was 14
working days.

3.5 There have been three complaints in 2012/13. They were each raised by
the same person, they were identical in nature but were against three
different members. The average time to assess the complaints was 5
working days. The panel decide that no further action should be taken.

3.6  The Standards Committee has yet to determine a complaint referred for
investigation on 31 March 2011.

3.7 A new complaint was referred for investigation on 18 May 2012.

3.8  All other complaints referred for investigation have been determined and
summarised in previous reports to Standards Committee.

3.9 Table 1 shows the number of working days Standards Committee took to
assess each complaint. Generally complaints are assessed within the time
scale that was set down by Standards for England.

Table 1
Assessment of Standards Complaints
25
20 ——W L L L L L L L L i
2 /
g 15 J
(2]
£
£
o 4
2 10
5 ¢ - . g
0
2011/12 2012/13
BHC- | BHC- | BHC- | BHC- | BHC- | BHC- | BHC- | BHC- | BHC- | BHC- | BHC- | BHC-
006219 | 006687 | 006694 | 006721 | 006725 | 006952 | 008081 | 008263 | 008266 |008335/1|008335/2|008335/3
‘ —e— Days to assess —— SB Set Average ‘

3.10 An update on those cases and details of the active case follow below.

Summary of active complaints about member conduct and cases where
decisions have not previously been reported.
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3.11 Complaints where Standards Committee Assessment Panel decided to
refer the complaint to the Monitoring Officer for Investigation

Complaint 1

Case Number: BHC- 005373 B
Complainant: Member of the public

Date of complaint: 07 March 2011

Date of Assessment Panel: 31 March 2011
Total number of working days to assess: 19

Allegation: It was alleged that a Member had each breached the following
section of the Code of Conduct:

o Paragraph 3(1)
You must treat others with respect.

o Paragraph 5
You must not conduct yourself in a manner which could reasonably be
regarded as bringing your office or authority into disrepute.

Decision of Assessment Panel:

Referred to the Monitoring Officer for Investigation.
Outcome:

Yet to be determined

Complaint 2

Case Number: BHC- 008236
Complainant: Member of the public

Date of complaint: 20 March 2012

Date of Assessment Panel: 30 March 2012
Total number of working days to assess: 9

Allegation: It was alleged that a Member had each breached the following
section of the Code of Conduct:

o Paragraph 3(1)

You must treat others with respect.
Decision of Assessment Panel
No Further Action
Date of review request: 02 May 2012
Date of Assessment Review Panel: 18 May 2012
Number of working days to Review Panel: 13
Decision of Assessment Review Panel:
Referred to the Monitoring Officer for Investigation.
Outcome:
Yet to be determined
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3.12

3.13

3.14

Complaints where the decision of the Standards Committee
Assessment Panel was to take ‘other action’

There are no cases falling into this category.

Complaints where the decision of the Standards Committee
Assessment Panel was to take no further action

Complaint 3.4,5

Case Number: BHC- 008335/1/2/3
Complainant: Member of the public

Date of complaint: 14 May 2012

Date of Assessment Panel: 18 May 2012
Total number of working days to assess: 5

Allegation: It was alleged that a Member had each breached the following
section of the Code of Conduct:

o Paragraph 5
You must not conduct yourself in a manner which could reasonably be
regarded as bringing your office or authority into disrepute.

Decision of Assessment Panel:
No Further Action

Complaints referred to the Standards Committee Assessment Review
Panel where the decision was to take no further action

Complaint 6

Case Number: BHC- 008081
Complainant: Member of the public
Date of complaint: 13 March 2012
Date of Assessment Panel: 30 March 2012
Total number of working days to assess: 14
Allegation: It was alleged that a Member had each breached the following
section of the Code of Conduct:
o Paragraph 3(1)
You must treat others with respect
o Paragraph 3(2)(a)
You must not do anything which may cause your authority to breach any of
the equality enactments.
o Paragraph 5

You must not conduct yourself in a manner which could reasonably be
regarded as bringing your office or authority into disrepute.

Decision of Assessment Panel:
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No Further Action

Date of review request: 05 April 2012
Date of Assessment Review Panel: 18 May 2012
Number of working days to Review Panel: 32

Decision of Assessment Review Panel:

No Further Action

3.15

Panel is pending

There are no cases falling into this category.

3.16 The Local Government Ombudsman complaints 2012/13

Complaints where a decision of the Standards Committee Assessment

Maladmin-

istration
causing
injustice

Dis-
continue
invest-
igation

Local
Settlement

No
Maladmin-
istration

Not to
initiate
invest-
tigation

Outside
Jurisd-
iction

Prem-
ature
Complaint

Not yet
deter-
mined

Total

Adult Assessment

Adults Provider

Children and
Families

City Infrastructure

City Services

Housing and
Social Inclusion

Planning & Public
Protection

Resource Units

Tourism & Leisure

3.16.1 The above table shows there have been six complaints considered by the

Local Government Ombudsman so far in the year 2012/13.

3.16.2 Three complaints have yet to be determined, the Ombudsman has
discontinued their investigation into two cases and in one case they
reached a finding that there had been no maladministration.

4, CONSULTATION

4.1 There has been no consultation
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5.

5.1

FINANCIAL & OTHER IMPLICATIONS:

Financial Implications:

The costs of complaints in terms of administration and compensation are

met within the allocated budget.

Finance Officer Consulted: Anne Silley Date: 23 May 2012

Legal Implications:

5.2  There are no legal implications
Lawyer Consulted: Liz Culbert Date: 22 May 2012
Equalities Implications:
5.3 There are no Equalities implications
Sustainability Implications:
5.4  There are no Sustainability implications
Crime & Disorder Implications:
5.5 There are no Crime and Disorder implications
Risk and Opportunity Management Implications:
5.6  There are no Risk and Opportunity Management implications
Corporate / Citywide Implications:
5.7  There are no Corporate or Citywide implications
SUPPORTING DOCUMENTATION
Appendices:

1.

None

Documents In Members’ Rooms

1.

None

Background Documents

1.

None
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AUDIT & STANDARDS COMMITTEE Agenda Item 11

Brighton & Hove City Council

Subject: Targeted Budget Management (TBM)
Provisional Outturn 2011/12

Date of Meeting: 26 June 2012

Report of: Director of Finance

Contact Officer: Name: Jeff Coates Tel: 29-2364
Email: jeff.coates@brighton-hove.gov.uk

Key Decision: No

Ward(s) affected: All

FOR GENERAL RELEASE

1.

1.1

2.1

2.2

2.3

2.4

2.5

2.6

SUMMARY AND POLICY CONTEXT:

This report sets out the provisional outturn position (Month 12) on the revenue
and capital budgets for the financial year 2011/12. The final outturn position is
subject to the annual external audit review. This will be shown in the council’s
financial statements which must be signed by the Chief Finance Officer by 30
June 2012 and the audited set approved by the Audit & Standards Committee by
30 September 2012.

RECOMMENDATIONS:

That the Committee note the provisional outturn position for the General Fund, which
is an underspend of £4.370m. This includes £3.831m for the council controlled
budgets (compared to £3.187m assumed at budget setting time) and £0.539m on the
NHS managed S75 budgets.

That the Committee note the provisional outturn for the Housing Revenue Account
(HRA) for 2011/12.

That the Committee approve the carry forward requests totalling £5.602m as detailed
in Appendix 2.

That the Committee approve the changes to provisions and reserves set out under
Corporate Budgets in Appendix 1.

That the Committee agree to fund initiatives totalling £0.662m from unallocated
reserves in 2012/13 as detailed in Appendix 2.

That the Committee note the provisional outturn position on the capital programme.
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2.7

3.1

3.2

3.3

That the Committee approve the following changes to the capital programme
(i) The budget re-profiling as set out in Appendix 1;

(i) The carry forward of slippage into the 2012/13 capital programme,
to meet on-going commitments on these schemes as set out in
Appendix 1.

RELEVANT BACKGROUND INFORMATION/CHRONOLOGY OF KEY
EVENTS:

Reporting has been summarised by strategic budget areas with Appendix 1
providing details of the commissioning and delivery units aligned with these
areas. This includes information on critical capital schemes (paragraph 3.22)
and capital summaries are included for each of the strategic budget areas within
Appendix 1.

The table below shows the provisional outturn for Council controlled revenue
budgets within the General Fund and the outturn on NHS managed S75
Partnership Services. More detailed explanation of the variances can be found in
Appendix 1.

Forecast 2011/12 Provisional Provisional Provisional
Variance Budget Outturn Variance Variance
Month 9 Month 12 Month 12 Month 12 Month 12
£'000 | Directorate £'000 £'000 £'000 %
(2,480) | People 127,579 123,249 (4,330) -3.4%
135 | Place 38,533 37,925 (608) -1.6%
(25) | Communities 11,943 11,904 (39) -0.3%
(396) | Resources & Finance 38,108 36,738 (1,370) -3.6%
(2,766) | Sub Total 216,163 209,816 (6,347) -2.9%
(421) | Corporate Budgets (14,293) (11,777) 2,516 17.6%
(3,187) | Total Council 201,870 198,039 (3,831) -1.9%
Controlled Budgets

NHS Trust managed
(137) | S75 Services 14,168 13,629 (539) -3.8%
(3,324) | Total Overall Position 216,038 211,668 (4,370) -2.0%

The Total Council Controlled Budgets line in the above table represents the total
forecast outturn on the Council’'s General Fund. The General Fund includes
Commissioning Units and Service Delivery Units, which are organised under the
strategic areas of People, Place and Communities. These, together with
Resource & Finance Units, corporate budgets and Council-managed Section 75
services, make up the Total Council Controlled Budgets. The NHS Trust-
managed Section 75 Services line represents those services for which local NHS
Trusts act as the Host Provider under Section 75 Agreements. Services are
managed by Sussex Partnership Trust and Sussex Community NHS Trust and
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3.4

3.5

include health and social care services for Adult Mental Health, Older People
Mental Health, Substance Misuse, AIDS/HIV, Intermediate Care and Community
Equipment. It is agreed with partners that the underspend of £0.539m is
attributable to the Council and therefore can contribute directly to the overall
position.

Comparison with Previous Years

The chart below shows a comparison of the forecasts reported to Cabinet / Policy
& Resources for the council controlled budgets for this and the previous two
financial years.

TBM Projections Reported to Cabinet 2009/10 to 2011/12

3,000 -

2,000 X~ \

. M

1,000

—4-2010/11

-1,000

[\DENE
\ ~
h—I—I\.

1 2 3 4 5 6 7 8 9 10 1" 12

Forecast Variance £'000

-3,000

-4,000

Corporate Critical Budgets

Targeted Budget Management (TBM) is based on the principles that effective
financial monitoring of all budgets is important. However, there are a small
number of budgets with the potential to have a material impact on the council’s
overall financial position. These are significant budgets where demand or activity
is difficult to predict with certainty and where relatively small changes in demand
can have significant financial implications for the council’s budget strategy. These
therefore undergo more frequent, timely and detailed analysis. Set out below is
the provisional outturn position on the corporate critical budgets.

31



Forecast 2011/12 Provisional Provisional Provisional
Variance Budget Outturn Variance Variance
Month 9 Month 12 Month 12  Month 12 Month 12
£'000 | Corporate Critical £'000 £'000 £'000 %
(589) | Child Agency & In 21,697 21,112 (585) -2.7%
House
(147) | Sustainable (14,238) (14,488) (250) -1.8%
Transport
(355) | Housing Benefits (738) (1,289) (551) -14.7%
(713) | Community Care 43,210 41,458 (1,752) -4.1%
(1,804) | Total Council 49,931 46,793 (3,138) -6.3%
Controlled
(137) | S75 NHS & 14,168 13,629 (539) -3.8%
Community Care
(1,941) | Total Corporate 64,099 60,422 (3,677) -5.7%
Critical Budgets

3.6

3.7

3.8

3.9

3.10

Carry Forward Requests

Under the Council’s Financial Regulations the Director of Finance may agree
carry forwards of up to £0.050m per member of the Corporate Management
Team service area, if it is considered that this incentivises good financial
management. A total of £0.600m has been agreed for 12 of the 25 potential
areas due to their significant contribution to the overall underspend.

Policy & Resources approval is required for carry forward requests in excess of
£0.050m per member of Corporate Management Team service area. These total
£5.602m and have been included in the outturn figures above. An analysis of this
is provided in Appendix 2.

The non grant funded element of this totals £1.841m and a detailed breakdown
of this is provided in appendix 2.These items have been proposed where funding
is in place for existing projects or partnership working that crosses over financial
years and it is therefore a timing issue that this money has not been spent in full
before the year end.

The element relating to grant funding totals £3.761m. Under current financial
reporting standards, grants received by the Council that are unringfenced or do
not have any conditions attached are now recognised as income in the financial
year they are received rather than in the year in which they are used to support
services. Prior to 2011/12 these unspent grants would have automatically rolled
into the next financial year to fund the commitments against them but now they
need to be agreed as part of the carry forward requests.

Of the £3.761m, a sum of £1.168m relates to the Dedicated Schools Grant.
Under the Schools Finance Regulations the unspent part of the DSG must be
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3.1

3.12

3.13

3.14

3.15

carried forward to support the schools budget in future years. The unspent
balance of the DSG is after a sum of £1.000m has been used to create a reserve
to fund schools capital expenditure and £0.100m has been used to create a
reserve to fund automatic meter readers (AMR’s) in schools.

Also included within the £3.761m is a sum of £0.160m relating to matched
funding for the food waste trial. This is a European INTERREG grant scheme
that the Council is currently bidding for and was reported to Cabinet on 10 May
2012. This matched funding element is required for the purchase of vehicles so
that the scheme can begin in April 2013 if the bid is successful.

In addition, there are some initiatives which have not been treated as carry
forward requests as it is considered that they require specific member approval
because they are new expenditure commitments. They have therefore not been
assumed in the outturn figures set out above. These total £0.662m and are
described in detail in Appendix 2. If these are approved they can be funded in
2012/13 from unallocated reserves.

Value for Money (VfM) Programme

The Value for money programme contains large, complex projects which include
additional temporary resources (e.g. Project Managers) to ensure they are
properly planned and implemented to achieve the required financial and non-
financial benefits. However, the projects carry significant risks and may need
specialist advice or skills that can be in short supply or they may need to
navigate complex procurement or legal processes. Therefore each month the
TBM report has quantified the progress on savings in terms of those savings that
have been achieved, those that are anticipated to be achieved (i.e. low risk) and
those that remain uncertain (i.e. higher risk). Now that we have reached year-
end, the analysis is split between achieved and uncertain. Those that are
uncertain will continue to be pursued in 2012/13 except where changes to VIM
targets were made in the approved 2012/13 budget.

The level of ‘uncertain’ savings has reduced further since month 9 from £1.697m
to £1.488m following achievement of the full VM savings target in Adult Social
Care. Overall, VM savings of some £7.529m have been identified against an
original target of £7.752m. The overall level of savings is close to target primarily
due to a significant over-achievement of savings of £1.265m within the Children’s
Services VfM project which has successfully reduced placements costs for
looked after children. In the main, where further savings are still to be achieved,
these have been offset by one-off counter measures in 2011/12 and efforts to
identify the full savings requirements are continuing into 2012/13. Further
information about individual VfM projects is included in Appendix 1 under the
relevant strategic area.

A summary of current progress toward VfM savings is shown below and a
detailed breakdown for each project is provided at Appendix 3.
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Value for Money Programme (All Phases) - 2011/12 Monitoring

Current VM Target 2011/12 = £7.752m (Full Year = £9.502m)

Uncertain, £1.488m

Achieved, £7.529m

Total Savings of £7.529m achieved against a target of £7.752m

Collection Fund

The collection fund is a separate account for transactions in relation to national
non domestic rates, council tax and precept demands. Any deficit or surplus
forecast on the collection fund in relation to council tax is distributed between the
council, Sussex Police and East Sussex Fire Authority in proportion to the value
of the respective precept on the collection fund. The council’'s share of the
collection fund deficit at 31st March 2012 was £0.713m, which represents an
improvement of £0.137m from the deficit reported at month 9. Council tax
collection was above target and the deficit is entirely as a result of a lower than
anticipated liability mainly resulting from increased exemptions awarded.

Housing Revenue Account

The Housing Revenue Account is a separate ringfenced account which covers
income and expenditure related to the management and operation of the
council’s housing stock. Expenditure is generally funded by Council Tenants’
rents. The forecast outturn on the HRA is summarised in the table below. More
detail is provided in Appendix 1.

Forecast 2011/12 Provisional Provisional Provisional

Variance Budget Outturn Variance Variance

Month 9 Month 12 Month 12 Month 12  Month 12

£'000 | Housing Revenue £'000 £'000 £'000 %

Account

(1,025) | Expenditure 50,330 48,178 (2,152) -4.3%

136 | Income (50,330) (50,197) 133 0.3%
(889) | Total - (2,019) (2,019)
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3.19

3.20

3.21

Capital Budget 2011/12

The table below provides a summary of the capital programme by strategic
theme and shows an overall underspend of (£0.899m). Within Appendix 1 for
each budget area there is a breakdown of the capital programme by Unit.

Forecast 2011/12 Provisional Provisional Provisional

Variance Budget Outturn Variance Outturn

Month 9 Month 12 Month 12  Month 12 Month 12

£'000 | Budget £'000 £'000 £'000 %

Area

0 | People 25,951 25,948 (3) 0.0%

(1,134) | Place 87,946 86,404 (1,542) -1.8%

310 | Communities 2,482 3,045 563 22.7%

(150) | Resources & 4,104 4,187 83 2.0%
Finance

(974) | Total Capital 120,483 119,584 (899) -0.7%

Appendix 1 provides details of changes to capital schemes which are included in
the budget figures above. Policy & Resources Committee approval for these
changes is required under the council’'s Financial Regulations. Some of the
changes are necessary for the Council to comply with International Financial
Reporting Standards (IFRS) for the Statement of Accounts and where significant
changes have occurred an explanation is contained in Appendix 1.

Capital Budget Movement 201112
Budget
Summary £'000
Approved Budget Month 9 82,715
Changes reported to previous Cabinet meetings 122
New Schemes 0
IFRS Accounting Changes 47,348
Variations to Budget (to be approved by Policy & (8,167)
Resources Committee)
Slippage (1,53%5)
Total Capital 120,483

Appendix 4 shows an analysis of movements in the capital budget including new
schemes, IFRS accounting changes, re-profiled schemes (carry forwards) to the
2012/13 programme and ‘slippage’.

The slippage declared into next year has been included under the schemes

identified in Appendix 4. Project managers have forecast that £1.535m of the
capital budget will slip into the next financial year, which, when added to the
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3.23

3.24

3.25

amount in month 9 of £3.544m, gives a total slippage for the year of £5.079m or
4.22% of the capital budget.

Certain capital schemes have the potential to have significant revenue budget
implications if they are not delivered according to timetable. Progress on these
more critical schemes is reported regularly through the TBM reports. These
schemes are shown in the table below. More detail on these schemes is provided
in Appendix 1 under the relevant budget area.

Budget Budget
Area Scheme (£'000) | Description
People New Primary 9,969 | Delivery critical to keep pace with
School Places anticipated increased demand for primary
school places (budget after a reprofile of
£0.043m).
Place Vehicle 475 | Forms part of the VfM programme.
Replacement Delivery is critical to enable planned

revenue savings from improved fleet
management (budget after a reprofile of

£0.201m).
Resources | Accommodation | 2,754 | Forms part of the Workstyles VM
Strategy programme. Delivery is critical to enable

planned vacation of Priory House (budget
after a reprofile of £0.093m).

Resources | Solar Panel 0 | £0.250m re-profiled into 2012/13 for 3
Implementation corporate buildings. The remaining
budget is not required following the report
to Cabinet on 19" January.

Total 13,535

Capital Receipts

Capital receipts are used to support the capital programme. For 2011/12 capital
receipts (excluding ‘right to buy’ sales) of £0.870m have been received which
includes the disposal of 47 Middle Street, Ovingdean and 34 Roedean Crescent
and the second instalments for the deposits on Charter Hotel, Kings Road and
the Ice Rink at Queens Square. The target for capital receipts was £0.820m and
this has been exceeded by £0.050m.

The Government receive 75% of the proceeds of ‘right to buy sales’; the
remaining 25% is retained by the Council and used to fund the capital
programme. The net receipts for ‘right to buy’ sales in 2011/12 is £0.389m, the
target level of net receipts was £0.638m, a shortfall of £0.249m.

The first tranche of receipts totalling £6.462m from the housing Local Delivery
Vehicle (LDV) have been received in 2011/12. The net receipts are ringfenced to
support investment in council owned homes.
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3.27

3.28

3.29

4.1

5.1

5.2

Comments by the Director of Finance

The provisional outturn is very encouraging from a financial management
perspective, particularly given the scale of the savings that have been
implemented during 2011/12, and releases further one-off resources to support
the challenging budgets for 2012/13 and 2013/14. It is important to note that the
overall underspend, while substantial in cash terms, only represents a 1.9%
variance on the net General Fund revenue budget.

When the Council set its budget it assumed an underspend of £3.187m and
committed all of those resources in setting the 2012/13 budget. The additional
underspend at year end over and above that originally assumed is £1.183m
greater releasing additional unallocated resources. This report proposes to
commit £0.662m to new initiatives, leaving £0.521m available to meet the
commitments relating to Saltdean Lido and support the 2013/14 budget setting
process.

The report sets out the detailed explanations for the underspend but there are a
number of common themes that have continued to be in evidence from month 9
through to outturn:

e the continued positive impact of the Value for Money Programme on
corporate critical social care spending in both children’s and adults
services including significant over-achievement of the Children’s Services
VM project;

e advance planning for the delivery of savings for 2012/13;

e a recognition across the organisation of the budget challenges that are
being faced resulting in tight control on discretionary spend, recruitment,
agency spend and consultancy spend.

All the key areas of underspend have been analysed to determine whether they
are one-off or recurrent. These checks will continue as we progress through
2012/13 and we see early spending forecasts to help inform budget planning for
2013/14 and 2014/15.

COMMUNITY ENGAGEMENT AND CONSULTATION

No specific consultation has been undertaken in relation to this report.

FINANCIAL & OTHER IMPLICATIONS:

Financial Implications:

The financial implications are covered in the main body of the report.

Legal Implications:

Decisions taken in relation to the budget must enable the council to observe its
legal duty to achieve best value by securing continuous improvement in the way
in which its functions are exercised, having regard to a combination of economy,
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5.3

5.4

5.5

5.6

5.7

5.8

6.1

efficiency and effectiveness. The council must also comply with its general
fiduciary duties to its Council Tax payers by acting with financial prudence, and
bear in mind the reserve powers of the Secretary of State under the Local
Government Act 1999 to limit Council Tax & precepts.

Lawyer Consulted: Oliver Dixon Date: 23/05/2012

Equalities Implications:

There are no direct equalities implications arising from this report.

Sustainability Implications:

The report includes progress in meeting energy savings targets set out in the
VM Phase 3 programme.

Crime & Disorder Implications:

There are no direct crime & disorder implications arising from this report.

Risk and Opportunity Management Implications:

The Council’s revenue budget and Medium Term Financial Strategy contain risk
provisions to accommodate emergency spending, even out cash flow
movements and/or meet exceptional items. The council maintains a minimum
working balance of £9.000m to mitigate these risks as recommended by the
Audit Commission and Chartered Institute of Public Finance & Accountancy
(CIPFA). The council also maintains other general and earmarked reserves and
contingencies to cover specific project or contractual risks and commitments

Public Health Implications:

There are no direct public health implications arising from this report.

Corporate / Citywide Implications:

The Council’s financial position impacts on levels of Council Tax and service
levels and therefore has citywide implications.

EVALUATION OF ANY ALTERNATIVE OPTION(S):

The provisional outturn position on council controlled budgets is an underspend
of £3.831m. In addition there is an underspend of £0.539m on the NHS managed
S75 budgets. As mentioned above, subject to approval underspending will
release one-off resources and carry-forwards that can be used to help services
manage the challenging budget and savings required in 2012/13.
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7. REASONS FOR REPORT RECOMMENDATIONS

7.1 Budget monitoring is a key element of good financial management, which is
necessary in order for the council to maintain financial stability and operate
effectively.

7.2 The capital budget changes are necessary to maintain effective financial
management.

SUPPORTING DOCUMENTATION

Appendices:

1. Service Revenue Outturn Forecasts

2. Carry Forward Requests

3. VM Programme Benefits Realisation

4, Capital Outturn Summary

Documents in Members’ Rooms
None.
Background Documents

None.
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People - Revenue Budget Summary

Appendix 1

Forecast 2011/12 Provisional Provisional Provisional
Variance | Unit Budget Outturn Variance Variance
Month 9 Month 12  Month 12 Month 12 Month 12
£'000 £'000 £'000 £'000 %
(1,024) | Commissioner - 16,412 15,200 (1,212) -7.4%
Children's Youth &
Families
(253) | Commissioner - 9,195 8,701 (494) -5.4%
Learning & Partnership
(114) | Delivery Unit - 38,858 38,485 (373) -1.0%
Children's & Families
(1,391) | Total Children's 64,465 62,386 (2,079) -3.2%
Services
(238) | Commissioner - People 247 (48) (295) -119.4%
(869) | Delivery Unit - Adults 48,049 46,140 (1,909) -4.0%
Assessment
18 | Delivery Unit - Adults 14,818 14,771 (47) -0.3%
Provider
(1,089) | Total Adult Services 63,114 60,863 (2,251) -3.6%
(2,480) | Total Revenue - People 127,579 123,249 (4,330) -3.4%

Explanation of Key Variances
(Note: FTE/WTE = Full/Whole Time Equivalent)

Commissioner — Children, Youth & Families

There is an underspend of £1.016m in respect of residential agency placements
resulting from lower than budgeted numbers of children placed and average unit
costs. There is also an underspend of £0.410m on secure placements.

The numbers of children placed in independent foster agency (IFA) placements
continues to rise. During 2010/11 there were 164.52 FTE placements representing
a 23% increase on the previous year. During 2011/12 there were 186.65 FTE
placements. Despite a significant reduction in the number of Parent & Baby
placements the overspend is £0.686m.

Following the service review of early intervention grant funded services an
underspend in 2011/12 of £0.377m has been identified.

A number of new safeguarding posts have been created in 2011/12 and these were
not fully recruited until recently resulting in an in-year underspend of £0.088m.

The Children’s Services Value for Money programme is effectively addressing the

level of activity and spend in the placement budgets for ‘looked after children’. The

plan focuses on strengthening preventive services and streamlining social work

processes including:

° implementing a tiered approach to the procurement of placements for
looked after children, reducing the proportion of high cost placements;
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o improving the commissioning of expert assessments in care proceedings,
strengthening arrangements for early permanence planning and increasing
the numbers of in-house foster placements and adopters;

o developing pathways from social work to early help services to
systematically identify and track families who may need a Family
Assessment (CAF) to prevent referral or re-referral for social work
assessment and intervention;

o commissioning a transformational workforce development programme to
support social work services to further improve the quality of social work
practice and reduce the need for high cost interventions;

o creating a costed directory of effective interventions so that all
staff/partners have clarity about all interventions delivered with evidence of
effectiveness and associated costs.

The 2011/12 children’s services VfM savings target was £2.019m. The final outturn
figures confirmed that the programme has significantly exceeded the savings target
by 163% (a total of £3.284m achieved).

Commissioner — Learning & Partnership

There are underspends of £0.301m in Home-to-School Transport, £0.054m in the
School Improvement Service, £0.058m for Education Welfare, £0.058m for the
Foundation Learning Engagement programme and £0.044m for SEN
administration. The underspend on Home-to-School transport reflects the continued
downward trend in the numbers of children being transported as well as the more
favourable terms of the recently renegotiated contracts. These are partially offset by
the overspend of £0.071m relating to the closure of the Learning Development
Centre (LDC) at the end of January and the associated loss of booking income.
This is related to planned changes across the service and links to the corporate
accommodation strategy.

Delivery Unit — Children & Families

The corporate critical budget for agency disability placements overspent by
£0.297m. The number of children with disabilities placed has increased over the last
12 months and now there are 15 children in placement compared with a budgeted
level of 11 places.

Allowances and direct services for adopted children overspent by £0.153m. This is
predominantly caused by inter-agency adoption costs where the Council belongs to
a group of local authorities in an effort to obtain the best matches for adoptive
parents. The net costs of these adoptions are then recharged between the group
members and this year it is anticipated that BHCC will have a net liability. This is a
very volatile service area and may be subject to significant changes during the year.

There is an overspend of £0.359m on social work teams. A successful advertising
campaign in the spring/early summer saw the recruitment of a dozen new staff but
there is continuing churn of social workers. A particular challenge remains whereby
other local authorities, including London boroughs offering a significant ‘golden
hello’, are drawing-in staff from across the south east. Front-line teams are
significantly staffed by younger people who have greater mobility.

There is also an overspend of £0.060m on the corporate critical budget for services
to care leavers.
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The overspends mentioned above are off-set by the underspend of £0.202m in the
corporate critical budget for in-house placements. The budget allowed for 416 FTE
placements of differing types and the actual numbers are 17.7 FTE below this level.
This is mainly due to less residence order and family & friends placements than
budgeted. The average unit costs are slightly higher than budgeted mainly as a
result of the mix of different placements with fewer children in the lower cost
placement types (e.g. residence order & family & friends placements). There are
also underspends of £0.465m for Sure Start services, £0.115m relating to the in-
year review of Early Intervention Grant (EIG) related services, £0.197m on Youth
services and £0.144m on the Youth Employability Service (YES). The 2011/12
budget for YES includes a one-off amount of £0.200m transition funding and
£0.093m relating to the part year effect of the 2011/12 savings proposals. The
underspend arose as a result of robust financial management contributing towards
balancing the overall Children’s Services budget. In addition, the actual transitional
costs turned out to be less than initially estimated while designing the new service.
As the transitional funding was one-off, it is not available to fund developments
which would extend beyond 31 March 2012.

Commissioner - People

The underspend is £0.295m, largely as a result of staff savings identified and one-
off income streams. This is an improvement of £0.057m from Month 9.

Delivery Unit — Adults Assessment

Assessment Services are reporting an underspend of £1.909m (an improvement of
£1.040m from Month 9) due to further savings identified against the Community
Care budget, over and above the challenging budget strategy savings target for
2011/12. The movement has been against Older People (£0.212m), Physical
Disabilities (£0.218m) and Learning Disabilities (£0.594m). There has been
evidence of changing needs of people being discharged from hospital for which
appropriate funding has been agreed.

The underspend of £0.732m against Older People relates to anticipated growth
trends not materialising (100 WTE clients less than budgeted); in the main this is
attributed to the effectiveness of prevention services, in particular reablement. The
underspend of £1.036m against Learning Disabilities relates to both net growth and
costs on residential placements being less than budgeted (approximately 9 WTE
clients). The position on Learning Disabilities has also been improved by a
reduction in the anticipated costs of transition cases (£0.344m); a further reduction
in unit costs from negotiations with providers (£0.124m) and over-achievement of
the financial recovery plan from continuing health care income (£0.222m). This
reflects the success of the framework contract and better use of specialised
placements.

The underspends have been offset by a pressure on Physical Disabilities of
£0.078m (4 WTE clients more than budgeted) and there has been a reduction in
spend of £0.063m against the No Recourse to Public Funds (NRPF) budget.
Against the Assessment Teams, there is an underspend of £0.157m, largely from
staff savings.
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Delivery Unit — Adults Provider

Provider Services are showing an underspend of £0.047m (an improvement of
£0.065m from Month 9). The improvement reflects the management controls over
expenditure in provider services, and staff flexibility and support to deliver

challenging savings plans.

44



People — Capital Budget Summary

Appendix 1

Forecast 2011/12 Provisional Provisional Provisional
Variance | Unit Budget  Outturn Variance Variance
Month 9 Month 12  Month 12  Month 12  Month 12
£'000 £'000 £'000 £'000 %
0 [ Delivery Unit - Children's & 171 154 -17 -9.9%
Families
0 [ Commissioner — Learning & 25,252 25,266 14 0.1%
Partnership
0 | Total Children's Services 25,423 25,420 -3 0.0%
0 [ Delivery Unit - Adults 224 224 0 0.0%
Provider
0 [ Delivery Unit - Adults 303 303 0 0.0%
Assessment
0 [ Commissioner - People 1 1 0 0.0%
0 | Total Adult Services 528 528 0 0.0%
0 | Total People 25,951 25,948 -3 0.0%

Critical Budget — New Primary School Places reprofile of £0.043m

At month 9 it was reported that no substantive design or building work had started on
the provision of junior places related to the additional infant places at Connaught Road
or the reorganisation of primary places in Portslade. As a result, £1.000m was
reprofiled into 2012/13.

Negotiations are currently taking place in relation to a site in Hove for the junior
expansion linked to Connaught Road and also for a site to enable the expansion of St
Peter’s Infant School in Portslade. The work to create a 2 form entry primary school at
Benfield Primary is due to complete at the end of May 2012.

Design work has now started at St Nicolas CE Junior and Portslade Infant Schools in
Portslade. Proposals are slightly further advanced at St Nicolas with a projected start
on site in January 2013. The budgets available in 2012/13 for the Primary Capital
Programme will fund the £0.043m reprofiled sum.

Other Variations
Commissioning — Learning & Partnership

Devolved Formula Capital (£0.155m)

Devolved Formula Capital is a financial resource that is devolved to schools by the
Local Authority. Part of the terms of this Department for Education grant provides
schools with the option to accrue the money for a maximum of 3 years. However,
accrued funds are normally retained by the Local Authority. The outstanding balances
represent the funds that schools have chosen not to take up this year. These
outstanding budgets are to be reprofiled and made available to the relevant schools in
2012/13.
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Other minor variances

There are reprofiles of Fairlight Primary School IT Equipment (£0.020m), Whitehawk
Co-location (£0.026m), Structural Maintenance (£0.036m) and Capital Maintenance
£0.041m into 2012/13.

Delivery Unit — Children’s & Families

Short Breaks for Disabled Children (£0.058m)

The underspend is due to the fact that 2 providers are sourcing adapted people carrier
vehicles funded through grant. This has taken longer than anticipated, therefore this
budget will now be spent in the early part of 2012/13.

Other minor variances
There are reprofiles within Children’s Social Services of (£0.049m) and Youth Capital
Fund (£0.002m).

Commissioner — Adult Services

Minor Variances
A reprofile of (£0.004m) to be agreed by Cabinet for Cromwell Road Basement
Development following a (£0.145m) reprofile at TBM9.

Delivery — Adults Assessment

Adaptations for the Disabled (£0.119m)

The minor adaptations budget needs to be reprofiled to 2012/13 as the main contractor
has taken considerable time to carry out and invoice for adaptations towards the latter
part of the year and therefore both payments and scheduled works have had to be
carried over. This contractor is no longer being used and new contractors are being
sought via the Major & Minor Adaptations Framework that is currently out for tender.

Minor Variances
Reprofiling of the following schemes is required: Adult Social Care Reform Grant
(£0.019m).

Delivery Unit — Adults Provider

Minor Variances
There are reprofiles for Misc Provider Adaptations and Equipment (£0.016m), Telecare
Provider (£0.001m) and Beach House adaptations (£0.005m).

Slippage
Commissioning — Learning & Partnership

Brighton Aldridge Community Academy and Portslade Aldridge Community
Academy (£0.562m)

There was an underspend on Brighton Aldridge Community Academy of £0.626m and
this will be added to the budget of £0.391m to cover the remaining works. Similarly the
Portslade Aldridge Community Academy slippage of £0.064m will reduce the budget in
2012/13 of £12.514m.
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Delivery Adults Assessment

Telecare Assessment (£0.050m)

There is a relatively low take up of Telecare in relation to the potential number of
households who could benefit. This is expected to change during 2012/13 as the
benefits are realised from the intensive marketing and training strategy undertaken in
conjunction with health and third sector partners.

International Financial Reporting Standards (IFRS) Accounting Changes
International Financial Reporting Standards (IFRS) requires expenditure that does not
enhance the building or asset to be charged to revenue. These adjustments are
processed at the year end and budgets and actual spend are amended accordingly
alongside any additional Direct Revenue Funding (DRF) contributions where necessary.
For ‘People’ there are changes of £(0.799m) for education and adults adaptations.

Underspends / Overspends

Within Commissioning Learning & Partnership there was a small overspend on various
capital schemes totalling £0.014m. In the Delivery Unit - Children and Families there
was a (£0.017m) underspend on various projects that ended in 2011/12. The total of
both resulted in a small underspend of (£0.003m).
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Forecast 2011/12 Forecast Forecast Forecast
Variance | Unit Budget Outturn ~ Variance Variance
Month 9 Month 12 Month 12 Month 12 Month 12
£'000 £'000 £'000 £'000 %
72 | Commissioner — City 3,282 3,475 193 5.9%
Regulation & Infrastructure
(191) | Delivery Unit - City 17,816 17,371 (445) -2.5%
Infrastructure
(23) | Delivery unit - Planning & 4,764 4,747 (17) -0.4%
Public Protection
(21) | Major Projects 306 268 (38) -12.4%
(163) | Total City Regulation 26,168 25,861 (307) -1.2%
& Infrastructure
67 | Commissioner - Housing 12,066 11,560 (5006) -4.2%
231 | Delivery Unit - Housing & 299 504 205 68.6%
Social Inclusion
298 | Total Housing 12,365 12,064 (301) -2.4%
135 | Total Revenue - Place 38,533 37,925 (608) -1.6%

Explanation of Key Variances

Commissioner - City Regulation & Infrastructure

Sustainable Transport has a provisional outturn overspend of £0.193m, an adverse
movement of £0.121m since month 9. Of this, £0.159m relates to Transport Policy and the
need to secure additional technical support for considering the transport implications of
major planning applications in the city. There has been an improvement in relation to
recharging officer time to projects of £0.043m.

Delivery Unit - City Infrastructure
Parking Operations has an underspend against budget of £0.250m, an improvement of
£0.103m since month 9.

There is a shortfall in the level of on-street pay and display income but this is mitigated by
increases in permit income, leading to an overall surplus against budget of £0.080m,
which is an improvement of £0.120m since month 9. The position for the off street car
parks is now an overspend against budget of £0.097m, an improvement since month 9 of
£0.081m.

Income from penalty notices is £0.017m less than expected at month 9, at £0.246m higher
than budget. This is due to concentrating enforcement in the areas most affected by poor
parking, and through enforcement of bus lanes. Expenditure savings through efficiencies
in the removals service and enforcement contract variations increased by £0.013m since
month 9 to produce total savings of £0.181m. £0.340m is being used as a revenue
contribution to capital for the refurbishment works at Regency Square car park, thus
reducing the need for borrowing, releasing additional revenue resources in the long term.
There is no change since month 9 to the following: salary underspends total £0.080m due
to vacancy management, and there is an underspend of £0.130m owing to improvements
to the system of medical assessments for blue badges.
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Other Traffic Budgets are showing an improvement since month 9 of £0.065m relating to
staffing costs.

City Clean and City Parks have jointly achieved an underspend against budget of
£0.112m representing 0.5% of the budget. After offsetting vehicle management costs
within the two areas, the underspend relates primarily to efficiencies in City Parks.

Delivery unit - Planning & Public Protection

Development Planning has an underspend against budget of £0.040m, an adverse
movement of £0.029m since month 9. Although there are some movements between the
teams in Planning, the movement is due to a shortfall in Development Control income.

The provisional outturn for Public Protection is an overspend against budget of £0.091m,
an adverse movement since month 9 of £0.045m comprising a number of minor
variations, Economic Development has an underspend against budget of £0.068m. Of this
£0.026m relates to LABGI funding (Local Authority Business Growth Incentive) identified
after month 9 and the remainder to an underspend in the Initiatives budget.

Major Projects
There is an underspend of £0.038m relating to staffing costs and other minor variances.

Commissioner — Housing

The movement from a forecast overspend of £0.067m at month 9 to an underspend of
£0.506m at outturn is mainly due to the income for emergency placements which we over-
achieved on. The implementation of a rent accounting system this coming year (2012/13)
will enable us to more accurately monitor the Temporary Accommodation budget. In
addition, we were successful in negotiating sufficient leased accommodation at a
preferential rate to offset the projected increase in more expensive spot purchase
accommodation from an under spend in the Housing Options staffing budget, which was
due to the difficulty in recruiting appropriate staff.

Delivery Unit — Housing & Social Inclusion

The main variance relates to the budget for Travellers, which has overspent by £0.222m
during 2011/12. This is due to additional costs for security (£0.105m), rubbish clearance
(£0.085m) and legal fees (£0.045m). These costs are offset by minor underspends
elsewhere in the service. Additional funding has been included in the 2012/13 budget for
this service area.
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Place — Capital Budget Summary

Forecast 2011/12 Provisional Provisional Provisional
Variance | Unit Budget Outturn ~ Variance  Variance
Month 9 Month  Month 12 Month 12  Month 12
12
£'000 £'000 £'000 £'000 %

(22) | Commissioner - City 4,987 5,148 161 3.2%
Regulation &
Infrastructure
(325) | Delivery Unit - City 52,156 51,752 (404) -0.8%
Infrastructure
0 [ Major Projects 282 281 (1) -0.4%
(347) | Total City 57,425 57,181 (244) -0.4%
Regulation &
Infrastructure
0 | Commissioner — 4,714 4,715 1 0.0%
Housing
(787) | Delivery Unit - 25,807 24,508 (1,299) -5.0%
Housing & Social
Inclusion (HRA
Capital)
(787) | Total Housing 30,521 29,223 (1,298) -4.3%
(1,134) | Total Place 87,946 86,404 (1,542) -1.8%

Critical Budget — Vehicle Replacement

Place — Capital Budget Summary

Critical Budget — Vehicle Replacement reprofile of (£0.201m)

A reprofile of (£0.076m) is requested as a result of suppliers delivering the vehicles in
early April which was later than expected. A further reprofile is requested of (£0.125m) as
a result of the supplier going into administration and the associated delay from finding
another supplier.

Variations

Commissioner — City Regulation & Infrastructure

Minor Variations

There are reprofiles of Cedar Gardens Roadworks (£0.016m), West Street Rottingdean
(£0.008m) and King George VI Highway Works (£0.004m) are required.

Delivery Unit — City Infrastructure

Hollingdean Depot Capital Costs reprofile of (£0.126m)

Demolition delays have resulted in additional health and safety measures being
implemented to the building itself and increased health and safety monitoring.
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Reprofiles under (£0.050m)
Minor reprofiles are requested for Stoneham Recreation Ground £(0.035)m and Tarner
Park £(0.007)m.

Commissioner — Housing
Variations to schemes over £0.050m

Renovation Grants and Energy Efficiency £(0.245m)

This carry forward request is to meet £0.245m of commitments against works approved
but not yet completed under the Regulatory Reform (Housing Assistance) Order 2003
including for common parts assistance, decent homes assistance, empty property
assistance, HMO licensing grant, landlords major work assistance, landlords minor
heating grant and minor decent homes grant.

The Private Sector Housing Team approves expenditure in the form of loans or grants to
several hundred individual applicants to assist them with improving their homes and
current policy allows these applicants 12 months to complete the works; only at this stage
is payment made to the property owner. The Council has no control over how quickly
applicants complete the building work within the statutory time limits after the formal
approval has been granted. There are therefore a large number of approved cases in the
pipeline, where applicants, for a number of reasons, outside of the council’s control, have
not completed the actual work by year end. These reasons can include the availability of
local builders, delays in service connections, additional works required, unforeseen delays
due to weather, building and planning consents required.

The capital for Private Sector Housing Renewal comes in the form of grant which can be
carried forward.

Disabled Facilities Grant £(0.138m)

An unanticipated in-year grant of £0.092m was received in January 2012, which was too
late to defray before year-end given existing commitments, it is requested this is carried
forward to 2012/13. The remaining £0.046m is a carry forward of actual commitments.
This reflects those grants that were approved and committed in 2011/12, but not
completed by applicants. These grants are awarded to hundreds of disabled individuals
each year to help with adapting their homes under Part | of the Housing Grants,
Construction and Regeneration Act 1996.

The legislation allows these individuals 12 months to complete the works following
approval. Only on completion can payment be made. There are therefore a number of
approved cases in the pipeline, where applicants, for a number of reasons, have not
completed the actual work by year-end. The Council has no control over how quickly
applicants complete the building work within the statutory time limits after the formal
approval has been granted. Reasons for delay can include the availability of specialist
local builders, the co-ordination of a number of different support agencies, delays in
service connections, additional works required, unforeseen delays due to weather and
building/planning consents required.

Major Adaptations £(0.082m)

There are a number of applicants where funding has been approved in principle during
2011/12 which is in excess of £0.100m in total, however delays occur due to the
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complexity of individual cases, including issues such as client consultation regarding the
design of the adaptation, and it anticipated these payments will now be made during
2012/13.

Reprofiles under (£0.050m)
Reprofiling is required for Housing Local Delivery Vehicle (LDV) on-going costs £0.019m
and ‘Places for Change’ £(0.009m).

Delivery Unit — Housing & Social Inclusion
Variations to schemes over £0.050m

Door Entry System and CCTV (£0.279m)

The Door Entry System replacement programme has been setback due to a delay in the
procurement process, where a selected framework did not satisfy the Council’s standard
requirements for procurement. Due to the value of the programme of works and the
requirement for consultations there is not now enough time to tender for and carry out the
works in this financial year.

New door entry systems have been installed in some smaller blocks and other urgent
installations are being treated as priority through a mini tender process. All potential
delays are communicated with residents and risk managed to ensure that any repair
service delivery issues are understood and treated with sensitively.

Health & Safety - Lift Replacement (£0.299m)

It was reported to Cabinet at month 7 that due to the timetable for procuring the long term
lift maintenance and replacement contract the council had been unable to start the
programmed work due under this contract. This work started in January 2012 and will take
approximately 32 weeks which means that an element of these works will not be
completed in the financial year 2011/12. It is now necessary for additional reprofiling of
£0.299m following measurement of works completed by 31 March 2012.

Lifts will be replaced in priority order and those which will be completed in 2012/13 have
been identified as relatively reliable based on expert advice from our lift consultants,
therefore there are no expect adverse impacts on the service delivery.

Fire Safety (£0.253m)

Additional ventilation works that were not specified in the original programme have been
identified by East Sussex Fire & Rescue Service as being required in order to conform to
current regulations.

As these specially commissioned works were not in the original programme they needed
to be separately priced and tendered. The time for completion of the tender process and
for the manufacture of the bespoke louver vents required has meant this programme will
start later than expected and is now scheduled to be completed in May 2012. There will be
no negative impact on the service delivery to residents.

Empty Properties (£0.300m)
This programme targeted a relatively small number of empty properties requiring a
significant amount of work, to bring homes back into use.

Due to delays in gaining access to properties caused by squatters, surveying of these
properties to scope the works required have not been completed within original
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timescales, which meant the majority of planned work has been unable start on site before
the beginning of the new financial year.

There will be no negative impact on the service delivery to residents. Once we are able to
complete these works it will have a positive impact for residents as it will bring extra
properties back into use.

Structural Repairs (St James House) £0.092m
Works being carried out at St James House relating to the Car Park and structural works
are being carried over 2 phases and financial years.

At month 7 the structural repairs budget of £0.753m had been reprofiled to financial year
2012/13 and this included budget provision for St James House (Phases 1 & 2).

Upon completion of phase 1 it is now required that a proportion of the reprofiled budget for
structural repairs is brought back into 2011/12 to fund the outturn expenditure. It is
anticipated that the overall project for both phases will remain within existing capital
programme budgets.

Pre-Lease Conversion Refurbishment (£1.998m)

The time taken to set up the new company and legal sign-off of batching arrangements
delayed the release of the total budget (until October 2011). The partnership had planned
works and put in place resources to deliver all project sites.

Once lease agreements between the City Council and Seaside Homes were finalised,
works were undertaken and have been completed at 40 Wilbury Villas. Some sites were
delayed due to squatting, preventing access to sites for pre-works surveys and health &
safety works.

Works are on-site at 4 College Terrace, 176 Ditchling and 40 Dyke Road. We are also
ready to start 243/245 Preston Road, pending final clarifications. Service delivery is
ongoing and effective communication with Seaside Homes and other interested parties,
including local residents, is in place.

Pre-Lease (seaside) major voids refurbishment (£0.069m)

All the works to empty homes were completed, except for 105 Preston Road, which was
delayed due to, firstly, a break-in and damage to the property, followed by the discovery of
asbestos, and a collapsed drain at the rear. The project is now due to complete by the end
of June 2012. As a result a reprofile of £0.069m is required.

Service delivery is ongoing and effective communication with Seaside Homes and other
interested parties, including local residents, is in place.

Kitchen and Bathrooms (£0.076m)
The re-profiled funds were ring-fenced for the improvements required to the studio flats in
the Evelyn Court sheltered homes scheme.

An initial feasibility study looked at all investment work required to improve this building,

including a proposal to make these dwellings into self-contained one bedroom flats by
knocking two dwellings into one.
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Recommendations from feasibility studies will be reviewed by the Council in consultation
with local tenants and other stakeholders, before proceeding with a preferred option. The
preferred option may require a request for further funds.

This process will take time and potentially require the relocation of some residents
therefore these works are unable to proceed in this financial year.

This project’s delay has not adversely affected service delivery. A decision on further
work will need to be made early within new financial year to ensure we achieve our decent
homes target.

Domestic & Communal Rewire (£0.240m)

The domestic element of the re-wiring budget is dependent on stock condition survey
results which require gaining access to homes to carry out the "test and report" on the
electrical wiring. The test and report identify work required, which is then planned and
carried out as a programme.

All works planned for this financial year have been carried out, however due to the nature
of the programme and access issues a contingency amount is requested to be re-profiled.

The Budget will be required to meet the expected demand in the next financial year due to
the drive to meet the decent homes standard in 2013.

This budget issue has not adversely affected service delivery. It is expected to have a
positive impact for tenants and the decent homes standard in the next financial year.

Extensions (Overcrowding) (£0.183m)
Work to extend several homes is progressing with individual design consultation with each
of the families, identified as most in need.

New legislation around building and construction has created new requirements before we
are able to start large extensions and we are working with utility suppliers to prevent any
significant delays to works beginning.

There are currently 6 projects ongoing: 3 on-site and 3 at planning stages. Service
delivery is ongoing and effective communication with residents of affected dwellings is in
place.

Energy Efficiency (£1.131m)

The Energy Efficiency Programme is a large programme of works and although there has
been good progress over the last quarter there are some areas of work, in particular the
communal heating programme, which will be continuing into the new financial year.

There have been delays in the programme for the following reasons:

¢ In depth feasibility studies were required to be carried out to inform a review of
value for money cost-saving options with local resident and members.

e Additional technical assessments required which include the use of
thermographic surveys and can only be effectively carried out at very low
temperatures. These surveys identify hot and cold spots on the building,
therefore alerting to areas where measures to prevent heat loss from residents’
homes and help to tackle the challenge of fuel poverty can be put in place.
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This comprehensive approach requires a considerable time to complete, however, the
results from thermographic surveys enable the Council to demonstrate the delivery of
value for money investment, by quantifying the benefits of planned work such as cladding
and insulation to residents’ homes. Work enables the Council and residents to save
money on their utility bills and provides more accurate estimates for reductions in carbon
use resulting from energy efficiency work.

Partnership Establishment Costs (£0.161m)

A proportion of the HRA Capital Programme is carried out through the Partnership
contract, which includes an overhead element for delivering the works. Efficiencies in the
contract for overheads amounting to £0.055m were achieved in 2011/12 and also an
element of overhead expenditure is deferred to 2012/13 due to the reprofiling of some of
the capital programme. The reprofile of £0.161 is required to be carried forward to meet
the project delivery costs of the programme in 2012/13.

Redevelopment of HRA vacant garage sites (£0.310m) and underspend of £(0.234m)
The funding of the feasibility, design and site preparation for the vacant garage sites to be
reimbursed through grant from the Homes and Community Agency (HCA) was approved
by Cabinet at month 9.

At that stage the costs and funding for the project still had to be finalised. The cost of the
works for the site redevelopment has been calculated at £0.441m and HCA have provided
grant to cover these costs providing that work was completed by 30 April 2012.

As at 31 March 2012 expenditure is £0.131m with the balance of £0.310m to be
completed by 30 April.

The budget variation is the difference between the original budget allowance and the now
known estimated cost of the works/HCA funding. The original budget request had said that
if the costs of the project had exceeded the grant received by the HCA, then the balance
would be funded out of HRA Capital Reserves.

Variations of under £(0.050m)

There are minor variations on capital budgets for: Windows £0.046m, Dwelling Doors
(£0.013m), Estate Development Budget (£0.044m), TV Aerial Works (£0.028m) and
Ainsworth House New Build of £0.026m.

Commissioning — Major Projects.
Variations of over £0.050m

Open Market (£0.081m)

The council’'s development partner delayed the start of works on site to carry out
unforeseen detailed design work following the granting of planning permission and to
accommodate a request from the market traders to stay in the existing market over the
Christmas period before relocating to temporary business accommodation. The original
timetable was delayed by approximately 5 months.
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The temporary phase of the Open Market remains for the same duration and will therefore
have no additional effects on market traders beyond those originally anticipated. The
project is now programmed to complete in August 2013.

Brighton Centre Redevelopment (£0.052m)

Twin track options for a full scale refurbishment of the building or for a wider
redevelopment of the central area (partnership scheme with Standard Life) are both under
consideration. The Major Projects Team are leading on both options in order to move
toward a full and robust appraisal of the costs, risks and opportunities presented by each
option. The Council had been waiting for Government announcements on funding options
including Tax Incremental Financing and Business Rate Retention and the outcome of
these announcements need to be reflected in the viability of the above options. The
current level of funding is required in readiness for work beginning with Standard Life or to
take forward a refurbishment proposal which will require significant work to areas of the
building critical to its operation.

Variations under (£0.050m)

Other variations on budgets within Major Projects are for the following schemes:
Development of Black Rock Site (£0.039m), Preston Barracks Site (£0.025m), Circus
Street Development (£0.018m), Improvements to New England House (£0.015m), Falmer
Released Land (£0.007m), i360 Project (£0.008m), Shoreham Harbour (£0.005m), and
The Keep (£0.007m).

Slippage of over £0.050m
Delivery Unit — City Infrastructure

Defra Waste Performance and Efficiency (£0.081m)
Replacement recycling vehicles were not ordered pending the outcome of the communal
recycling trial.

The Level Skate Park (£0.053)m and Bexhill Road Skate Park (£0.050m)

The Level skate park S106 works have been delayed following discussions of the revamp
of the Level. The Bexhill Road skate park is being funded by a range of external bodies as
well as our own funds and delays have occurred. Consultation and the design took longer
than first anticipated which resulted in the scheme slipping into 2012/13. Construction of
the site is now complete and public opening events are scheduled for 28th July at Bexhill
Road Woodingdean

Communal Recycling Trial City Centre (£0.078m)

It is anticipated that the cost of the trial will be £0.122m of which there was initial
expenditure of £0.044m in 2011/12. This will be funded through the PFI reserve from
funds set aside for the implementation of the waste strategy. A bid for match-funding is
under review by Interreg and a decision is expected in June 2012. If this bid is successful
it will reduce the net cost to the PFI reserve.

Commissioner — Housing
Local Delivery Vehicle (LDV) (£0.310m)
The costs associated with this project are for the set-up costs of the Local Delivery

Vehicle. Expenditure has been less than anticipated on the entire project. A review will
take place in 2012/13 to see if this reprofile can be transferred in-to capital reserves.

56



Appendix 1

Delivery Unit — Housing & Social Inclusion

HRA ICT Budget (£0.106m)

The IDOX (electronic document scanning and storage) project has been delayed further
due to demands on ICT resources by other teams within the council; hence the delayed
start date of the project from December 2011 to April 2012.

International Financial Reporting Standards (IFRS) Accounting Changes
International Financial Reporting Standards (IFRS) requires expenditure that does not
enhance the building or asset to be charged to revenue. These adjustments are
processed at the year end and budgets and actual spend are amended accordingly
alongside any additional Direct Revenue Funding (DRF) contributions where necessary.
For ‘Place’ there are changes of £0.088m for various social inclusion, housing and
traffic schemes.

Energy Recovery Facility £48.475m

During 2011/12 the Energy Recovery Facility at Newhaven became operational. In
accordance with IFRS accounting requirements, the ‘fair value’ of the asset must be
included in the council’s capital programme and the asset recognised in the council’s
balance sheet. The value of the asset is £48.475m. This is an accounting requirement
only and does not impact on the council’s capital resource position.

Underspends/overspends of over £50,000
Commissioner — City Regulation & Infrastructure

Falmer Infrastructure Works reprofile of £0.153m

In year overspend on Falmer Infrastructure Works.. A review of cost to be incurred during
2012/13 is currently being carried out and will be used to calculate the budget and spend
profile.

All costs for this scheme are to be funded by Brighton and Hove Albion and will be at no
cost to Brighton & Hove City Council.

Delivery Unit City Infrastructure

Gritter Vehicles (£0.101m)
Following a rigorous procurement process there is an underspend of £0.101m on this
scheme. This is after £0.024m has been re-profiled into 2012/13 at month 9.

Delivery — Housing & Social Inclusion

Redevelopment of HRA vacant garage sites underspend of £(0.234m)
The underspend for Redevelopment of HRA vacant garage sites relates to the reprofile
detailed earlier in the appendix.

Energy Efficiency £(0.222m)

The completion of open book audits and the rebasing of year 6 of the gas servicing and
maintenance contracts has achieved efficiencies of £0.161m over the last year on the
installations programme.
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There is a small underspend of £0.061m upon completion of the Leach & Patching Boiler
installation project.

Asbestos (£0.063m)

Due to the reactive nature of the asbestos capital programme, there were reduced
requests for major asbestos removal in 2011/12. Additionally, the works that were
requested were of lower costs than expected.

Disabled Adaptations £0.050m

Last year the Housing Adaptations Service completed 264 major adaptations; this year
317 have been ordered to date, including ‘fast track’ projects and Decent Homes works.
There have also been 2 large projects completed this year totalling £0.135m.

The increase in Disabled Adaptations will be met from underspends in the HRA Capital
programme that have already identified during 2011/12 through Budget Monitoring.

Underspends / overspends of under (£0.050m)

Commissioner — City Regulation & Infrastructure: A small overall overspend on various
projects of £0.008m. Various schemes within the Delivery Unit — City Infrastructure have
reported an overall underspend of £(0.047m). Various schemes within Delivery - Housing
Social Inclusion are reporting an underspend of (£0.039m).

Previously reported underspends
The reasons for the Lanes & London Road Car park improvements (final outturn of
£0.257m) and the HRA Water Tanks (final outturn of £0.790m) have already been notified
to Cabinet in previous TBM reports.
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Communities - Revenue Budget Summary

Forecast 2011/12 Provisional Provisional Provisional
Variance | Unit Budget Outturn Variance Variance
Month 9 Month 12 Month 12 Month 12 Month 12
£'000 £'000 £'000 £'000 %
0 | Commissioner - 3,059 3,070 11 0.4%
Communities &
Equalities
0 | Community Safety 2,146 2,125 (21) -1.0%
0 [ Commissioner - Sports 1,158 1,153 (5) -0.4%
& Leisure
0 [ Commissioner — 2,041 2,020 (21) -1.0%
Culture
(25) | Delivery Unit - Tourism 3,539 3,536 (3) -0.1%
& Leisure
(25) | Total Revenue — 11,943 11,904 (39) -0.3%
Communities

Explanation of Key Variances

Commissioner — Communities & Equalities

The net overspend of £0.011m compares to a break-even position reported at month 9.
This includes an underspend on grants offset by an overspend on equality and community
cohesion initiatives with the community & voluntary sector.

Community Safety
The net underspend of £0.021m across Community Safety relates to vacancy
management. This compares to a break-even position reported at month 9.

Commissioner — Sport & Leisure

This budget relates mainly to contractual payments and Council responsibilities for sports
facilities. Contracts are monitored closely and although there are individual variances, the
overall outturn is a small underspend of £0.005m compared to a break-even position
reported at month 9.

Commissioner — Culture
The net underspend of £0.021m across the Commissioner for Culture services compares
to a break-even position reported at month 9.

These budgets relate mainly to contractual payments, such as for the Brighton Festival,
and offsetting variances have been managed within the overall resources.

Delivery Unit — Tourism & Leisure

The overall outturn for the Tourism and Leisure Delivery Unit is an underspend of £0.003m
compared to a projected net underspend of £0.025m at month 9. This is made up of
overspends of £0.168m for Venues (£0.017m overspend at month 9) and £0.019m for
Tourism and Marketing (£0.014m overspend at month 9) which have been offset by
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underspends of £0.133m Seafront and Sports Facilities (£0.063m underspend at month 9),
and £0.057m Royal Pavilion and Museums (£0.007m overspend at month 9).

The Venues outturn position includes income shortfalls of £0.112m for the Hove Centre
and an improved £0.038m for the Brighton Centre. These shortfalls were offset by
savings elsewhere including on staffing, increased recharges of costs and changes to the
Ticketmaster contract. The increase in the costs since month 9 is mainly due to a
revenue contribution of £0.258m to the capital overspend on the works at the Brighton
Centre as detailed in the capital section of this report.

The underspend at the Royal Pavilion and Museums is due to the significant
overachievement of admissions income with visitor numbers being higher than projected.
This has been partially offset by additional security costs and unachieved income in the
Tea Rooms.

The improved position across the Seafront and Sports Facilities is again due to the

overachievement of income including in respect of the Brighton Wheel, Volks Railway
and seafront events.
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Forecast 2011/12  Provisional  Provisional Provisional
Variance | Unit Budget Outturn Variance Variance
Month 9 Month 12 Month 12 Month 12 Month 12
£'000 £'000 £'000 £'000 %
0 | Commissioner - Sports 177 177 0 0.0%

& Leisure
310 | Delivery Unit - Tourism 2,305 2,868 563 24.4%

& Leisure
310 | Total Capital 2,482 3,045 563 22.7%

Communities

Communities - Capital Budget Summary
Variations to Budget
Commissioner — Sports & Leisure

King Alfred — Health & Safety Works (£0.423m)

The initial programme timeline was challenging but it was envisaged that the works could
be completed by the end of the financial year. However after procuring the contractor
during the Christmas period there were delays to the programme for unforeseen problems
with the flooring. When works commenced the contractors discovered issues with the
existing base. Sections of tiling and screed had become loose and the entire area needed
to be cleared back to the concrete base and then re-screeded. This in turn affected the
drainage channels and drainage runs which caused more delays. The works have now
been pushed back by the contractor from the original completion date in March to the end
of April.

Delivery Unit — Tourism and Leisure

New Historical Records Office (The Keep) (£0.252m)

This is a joint project in partnership with East Sussex County Council and the University of
Sussex. There has been good progress on construction works that began in October 2011
and practical completion is due by May 2013. Construction and development costs are
forecast to be within the overall project budget and the Council element within the agreed
capital contribution.

The budget is based on cash flow forecasts provided by East Sussex County Council and
although the rate of progress is good, the spending pattern has been later than
anticipated.

Reprofiles under (£0.050m)

Delivery Unit — Tourism and Leisure

A reprofile of Royal Pavilion Toilet Facilities (£0.030m) is required.
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Slippage over £(0.050m)
Delivery Unit — Tourism and Leisure

Volks Railway shed (£0.245m)

The estimated cost currently exceeds the allocated budget. The scheme is being
redesigned to fit the budget and it is anticipated that work will be undertaken at the end of
the summer season.

International Financial Reporting Standards (IFRS) Accounting Changes
International Financial Reporting Standards (IFRS) requires expenditure that does not
enhance the building or asset to be charged to revenue. These adjustments are
processed at the year end and budgets and actual spend are amended accordingly
alongside any additional Direct Revenue Funding (DRF) contributions where necessary.
For ‘Communities’ there are changes of (£0.144m) for various social inclusion, housing
and traffic schemes.

Museums Acquisitions (Heritage) £0.219m

Heritage assets are now separated out from other assets in the Statement of Accounts
following adoption of the Financial Reporting Standard 30 in 2011/12. Heritage Assets are
held principally for their contribution to knowledge or culture and in 2011/12 museums
acquired a significant Turner painting from auction which is required to be added to the
capital programme. This is an accounting change that does not impact on capital
resources.

Overspends
Delivery — Tourism & Leisure

Brighton Centre Facade £0.565m

There are four key reasons for the increase in capital expenditure which are as follows:
Firstly the initial cost estimates undervalued the actual work. More recent estimates
completed as part of ongoing major project work on the Brighton Centre estimated these
works at nearly double the original value. Secondly there were additional items and
variations that could not be anticipated including unforeseen excavation works and
concreting costs. Thirdly there were additional direct costs incurred as a result of delays
caused by the contractors, which included additional scaffold costs for example. Finally,
there were additional indirect costs incurred as a result of delays which were required to
avoid event cancellation and which included 24 hour working by contractors and the
erection of temporary structures.

Although the project is visibly complete, not all aspects are complete to our satisfaction
and a number of issues are as yet to be resolved. It is for these reasons that it is not
currently possible to say whether the final costs of the project will come down as legal
considerations and contractual obligations are still being considered.

Discussions are still ongoing with the contractor regarding final contract sums. In the
interim, £0.307m of the additional costs has been funded from the Brighton Centre
Reserve and £0.258m has been funded by a revenue contribution from the Tourism and
Leisure Delivery Unit. As soon as the work is complete to the client’s satisfaction and all
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legal positions have been considered it is possible that the capital position may improve.
Future bookings have improved significantly on the back of the work which will sustain not
only the city’s economy but improve the revenue position for the Centre going forward.

Underspends / overspends of under (£0.050m)
Various schemes within Delivery — Tourism and Leisure underspent by (£0.002)m overall.
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Resources & Finance - Revenue Budget Summary

Forecast 2011/12 Provisional Provisional Provisional
Variance | Unit Budget Outturn Variance Variance
Month 9 Month 12 Month 12 Month 12 Month 12
£'000 £'000 £'000 £'000 %
(273) | Delivery Unit — 12,966 12,469 (497) -3.8%
City Services
(355) | Housing Benefit Subsidy (738) (1,289) (551) -14.7%
357 | Resources 18,349 18,317 (32) -0.2%
(125) | Finance 6,391 6,143 (248) -3.9%
0 | Strategic Leadership 1,140 1,098 (42) -3.7%
Board
(396) | Total Revenue — 38,108 36,738 (1,370) -3.6%
Resources & Finance

Explanation of Key Variances

Delivery Unit — City Services
The City Services underspend is £0.497m which is an improvement of £0.224m since month 9

The improvement is due to increased income collection and staff vacancies within the
Revenues and Benefits team in line with planning for the change in grant funding and the
overachievement of land charges and other earned income.

The underspend is offset by a provision in Library Services of £0.114m against potential
redundancy and severance costs associated with the delivery of planned savings in 2012/13.

Housing Benefit Subsidy

The corporate critical Housing Benefit budget has generated an additional £0.551m in subsidy,
as local authority errors were held below the government threshold and therefore attracted
additional subsidy. This has improved by £0.196m from month 9 largely due to more
overpayments being recovered than anticipated.

Resources
The net underspend across Resources is £0.032m, of which the main variances are on the
following areas: -

Human Resources (£0.111m overspend)

The overspend is £0.111m, representing an improvement of £0.149m from Month 9. The
overspend is mainly as a result of the significant budget pressures in the People Centre.
Human Resources have worked hard to improve the position in advance of the review of
systems and services in 2012/13.

Communications (£0.057m overspend)

The overspend of £0.057m for 2011/12 is unchanged from Month 9 and represents a significant
improvement in the 2010/11 overspend of £0.459m. This significant improvement is largely a
result of the consolidation of communications activities now coming to fruition as originally set
out in the Communications Value for Money programme.

The consolidation process has brought about greater economies of scale across
communications e.g. greater management of demand, more efficient procurement and revenue

64



Appendix 1

generated from greater use of in-house design, print & sign functions, and better forward
planning of strategic communications activities aligned with specified budgets. This has been a
complex and challenging piece of work given the scale (spanning the entire council) but the
outcome has led to a more efficient service offering best practice communications.

Additionally, total spend on communications continues to reduce across the organisation as a
result of the work done to focus communications, improve consistency, reduce the number of
communication’s suppliers and integrate communications from different parts of the council.

Property & Design (£0.178m underspend)

The underspend of £0.178m, represents an improvement of £0.231m from Month 9. NNDR
Business Rate refunds for Priory house £0.094m and Bartholomew House £0.056m were
approved by the valuation office in the last few weeks of the financial year. This and increases
in professional fees and fortuitous rental income of £0.048m has resulted in the underspend
reported.

Policy, Performance & Analysis (£0.048m overspend)
There was an overspend of £0.048m mainly relating to partnership working.

ICT
The outturn is a small overspend of £0.061m.

Legal & Democratic Services

The outturn is an under spend of £0.131m. The improvement of £0.095m from Month 9 is a
combination of greater than anticipated income generation, primarily from increased recovery of
court costs, one-off income from propertyand planning related transactions coupled
with savings resulting from delaying recruitment to vacant posts.

Finance
The outturn is an underspend of £0.248m.

Internal Audit & Business Risk were previously reporting an underspend of £0.062m primarily
due to staffing vacancies, which has increased by a further £0.018m at year-end. The Financial
Services underspend of £0.154m has increased by £0.091m since Month 9 due to continuing
vacancy management in support of a service restructure to meet 2012/13 savings requirements
together with lower than anticipated bank and security carrier charges. There was also
increased contract income in the latter part of the year for additional services to the Schools
Forum and for interim Financial Support Services provided to South Downs National Park
Authority.

Strategic Leadership Board
The outturn is an underspend of £0.042m.
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Resources & Finance - Capital Budget Summary

Forecast 2011/12  Provisional  Provisional Provisional
Variance | Unit Budget Outturn Variance Variance
Month 9 Month 12 Month 12 Month 12 Month 12
£'000 £'000 £'000 £'000 %
0 [ Delivery Unit - City 107 116 9 8.4%
Services
-150 | Resources 3,946 4,020 74 1.9%
0 | Finance 51 51 0 0.0%
-150 | Total Capital 4,104 4,187 83 2.0%
Resources &
Finance

Resources & Finance - Capital Budget Summary

Critical Budget — Accommodation Strategy (reprofile of £0.093m)

Phase One of the Accommodation Strategy (Workstyles), which involved the vacation of
Priory House and creation of the new Customer Service Centre and refurbishment of three
floors of Bartholomew House had a total budget of £3.720m which was funded from a
combination of borrowing and Asset Management Fund.

The project included building works, staff moves, decants, furniture, ICT and telephony and
was completed £0.093m under budget. This underspend will be used in Phase Two of
Workstyles in the 2012/13 financial year.

Variations
Finance — Financial Services

Replacement of FIS System (£0.139m)

Work associated with the implementation of new features and processes surrounding the
Financial System continued through 2011/12. However a number of these projects were
prolonged due to complex testing requirements and working with ICT colleagues and the
supplier to determine and resolve the most efficient processing solutions. Testing has been
successfully concluded and the projects are now near completion. However, this has meant
delays to some payments into early 2012/13.

Delivery — City Services

Replacement of Coroner’s Vehicle (£0.050m)

There have been delays in the specification being prepared and it is now anticipated that the
purchase will be completed by the end of the first quarter of 2012/13, based on the
manufacturers timescale for delivery of up to 12 weeks.

Resources — Property

Madeira Lift Re-roofing (£0.091m)

Works are in progress on site but the start was delayed in January when the main
contractor’s specialist copper sub-contractor withdrew from the contract.
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Variations under £0.050m
Minor reprofiles are requested for the following Resources projects:
e Human Resources: HR System (£0.018m),
e |ICT: Information Management (£0.049m), Communications (£0.046m) and VM
Workstyles (£0.046m),
e Policy, Performance & Analysis: Interplan development (£0.010m),
e Property & Design: Portslade Town Hall (£0.046m). Brighton Town Hall Fire
Evacuation Lift (£0.039m), King’s House Accommodation (£0.029m), Statutory
DDA works (£0.015m), HTH Flat roof works (£0.006m) Corporate fire
Assessments (£0.006m),
e Delivery Unit - City Services: Replacement of library booking system of
£(0.024m).

International Financial Reporting Standards (IFRS) Accounting Changes
International Financial Reporting Standards (IFRS) requires expenditure that does not
enhance the building or asset to be charged to revenue. These adjustments are
processed at the year end and budgets and actual spend are amended accordingly
alongside any additional Direct Revenue Funding (DRF) contributions where necessary.
For ‘Resources’ there are changes of (£0.491m) for various social inclusion, housing
and traffic schemes.

Overspends under £0.050m
Various projects within the Delivery Unit — City Services and Resources areas had small

overspends totalling £0.083m which were all funded by Direct Revenue Funding.
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Forecast 2011/12 Provisional Provisional Provisional

Variance | Unit Budget Outturn Variance Variance

Month 9 Month 12 Month 12 Month 12 Month 12

£'000 £'000 £'000 £'000 %

100 | Bulk Insurance Premia 2,678 2,920 242 9.0%

(380) | Concessionary Fares 9,660 9,252 (408) -4.2%

155 | Capital Financing Costs 5,149 5,354 205 4.0%

0 [ Levies & Precepts 166 167 1 0.6%

1,422 | Corporate VfM Savings (2,463) 0 2,463 100.0%

(1,746) | Risk Provisions 1,125 0 (1,125) -100.0%

28 | Other Corporate Items (30,608) (29,470) 1,138 3.7%

(421) | Total Revenue - (14,293) (11,777) 2,516 17.6%
Corporate Budgets

Explanation of Key Variances

Bulk Insurance Premia

This area now shows an overspend of £0.242m compared to a forecast underspend of
£0.100m at Month 9. The reason for this change is that a contribution of £0.354m was
made to the Insurance Fund as part of year end accounting processes. This was because
there is a potential increased liability depending on the outcome of some legal cases
nationally in relation to asbestos.

Concessionary Fares

The provisional outturn is an underspend of £0.408m. This mainly relates to fixed deal
agreements with Brighton & Hove Bus & Coach Company and Stagecoach South, agreed
by Cabinet on 9th June, being lower than the budget provision. The underspend has
increased by £0.028m since Month 9 due to final journey numbers being lower than
anticipated.

Capital Financing Costs

The overall overspend is £0.205m. This is due mainly to a lower than projected recharge
to the Housing Revenue Account for interest on borrowings. HRA borrowing in 2010/11
was £6.000m lower than projected and coupled with short-term interest rates remaining
lower than projected at the time of agreeing the 2011/12 budget, has resulted in a
reduction in the recharge. The overspend has increased by £0.050m since Month 9 due
to a further reduction in the level of HRA borrowing.

Levies & Precepts
The provisional outturn is an overspend of £0.001m.

Corporate VfM Projects

A number of VfM projects relate to council-wide projects which will deliver savings across
many, if not all, service areas. The associated savings targets are shown under Corporate
Budgets awaiting allocation to individual service budgets as and when savings are
identified and/or confirmed. If all savings had been identified and achieved in 2011/12, the
Corporate VfM Projects savings target above would have reduced to zero by the end of
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the financial year. At outturn, monitoring of VfM projects indicates that approximately
£1.463m of corporately held VFM project savings (against a target of £3.289m) were not
achieved or are still to be identified in 2012/13 as follows:

eThe implementation of other initiatives including Workstyles, Customer Service changes

(mainly on-line developments) and many other service changes (e.g. some emanating
from other Value for Money projects) meant that the capacity to undertake Systems
Thinking reviews at the same time was severely hampered in 2011/12. These reviews
will now commence in 2012/13, starting in Human Resources, and rather than having a
direct cash saving target, will instead be used to ‘enable’ services to deliver efficiency
and other related savings in 2012/13, 2013/14 and beyond.

eThe achievement of the Management & Administration saving was underpinned by a
Voluntary Severance Scheme (VSS). The outcome of the Scheme, in financial terms,
indicates that approximately £1.142m has been achieved against a target of £1.750m in
2011/12. However, services have taken other one-off recovery measures to completely
offset this shortfall in 2011/12. More important is the full-year saving impact in 2012/13
which currently indicates that substantial savings of £3.086m against the target of
£3.500m have been identified. Services with further savings to make will either achieve
this through further service redesign or through identified financial recovery measures.

oA series of Carbon Reduction initiatives were considered and are still being pursued in
some cases to reduce future energy cost pressures as prices increase. However, as
previously reported, government changes to various schemes, primarily the Feed-in
Tariff scheme, meant that schemes could not proceed given the high financial risks and
that potential savings would not therefore materialise in 2011/12. The focus of the
programme is now on reducing future energy usage and the council’s carbon footprint.
This links strongly to the Workstyles project and the reduction in accommodation use
associated with that initiative.

eThe Procurement project previously identified an increased risk resulting partly from a
reduction in overall procurement activity in corporate areas due to spending constraints
which reduced potential savings opportunities compared with previous years. £0.355m
remains unidentified this year against corporate contract areas, however, offsetting
additional procurement savings of £0.277m have been facilitated across front-line service
areas which are reflected in the overall TBM position at outturn. Proposals for addressing
the remaining shortfall are currently being drawn up for delivery in 2012/13.

The overspend against Corporate VfM savings includes a contribution of £1m to the
Customer Access and Accommodation (Workstyles) reserve to support the transfer to the
new Wide Area Network as outlined in the report to Cabinet on the 14™ July 2011 which
set out that funding was required to be identified for this commitment.

Risk Provisions

The overall position on Risk Provisions is an underspend of £1.125m compared to an
underspend of £1.746m at Month 9. This movement of £0.621m is largely the result of
contributions made to reserves of £0.350m for capital financing costs as a result of the
changing profile of debt between the General Fund and HRA, £0.250m for single status
costs (funded from the saving through strike pay deductions) and £0.100m for Criminal
Records Bureau (CRB) check costs which were committed on a rolling basis following the
Ofsted inspection in 2011/12.
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There were one-off risk provisions of £0.800m and these were fully spent. Of this, the
major allocations were £0.280m for costs associated with Microsoft licence requirements
following an audit and £0.152m for additional costs of the Carbon Reduction Commitment
(CRC) scheme implementation. Further allocations were used to fund preparatory works
at the Prince Regent and Withdean Sports Complex schemes (£0.108m), the Playbuilder
capital scheme following a shortfall of S106 funding (£0.098m) and costs associated with
immediate CRB compliance (£0.089m).

There was a permanent risk provision of £0.750m relating to grants ending and this was
not required in 2011/12. It was therefore released to support the overall position.

There was £1.250m of permanent risk provision, of which £0.625m was released to
support the overall budget position. Of the remainder £0.625m was used on a one-off
basis to offset the shortfall in the Advertising and Sponsorship contract income target
(£0.250m), the VfM Phase 3 Stretch target (£0.250m) and VfM Management &
Administration savings (£0.125m).

In addition, there was £0.400m of one-off risk provision for Children’s and Adults services
which was not required and was transferred to general reserves.

An underspend of £0.349m (an increase of £0.049m) has been achieved on the financing
costs for the new Historic Records Centre. The budget projections assumed the majority
of the capital funding would be needed in 2011/12 and as this expenditure is funded from
borrowing the financing costs were set aside in contingency. It has now been confirmed
that capital payments will not be made this year and no financing costs will be incurred.

There is an underspend of £0.101m on general contingency which is an increase of
£0.030m since Month 9. The majority of the contingency underspend is as a result of
unrequired grant pressure funding of £0.075m being identified.

Other Corporate Items
There is an overspend of £1.138m which is an increase of £1.110m compared to month 9.

Of this, £0.275m relates to actuarial costs for staff transferring under the sports and
leisure contracts and £0.865m relates to dilapidations.

A number of increased or new dilapidation estimates have been received in relation to
leased properties that the council is planning to vacate to reduce annual costs, reduce
carbon footprint and support the Workstyles VfM projects to improve office productivity
(through technology), increase flexible working arrangements and utilise space more
efficiently.

Dilapidations relate to the costs of repairing or returning leased properties back to an
agreed condition in accordance with the terms of the lease. For accounting purposes,
under current financial reporting standards, these costs must be recognised when the
financial liability is both known and can be reasonably estimated. Increased provisions are
required for the following leased properties:

Priory House (Workstyles Phase 1)
A provision of £0.600m has already been set aside, however, latest estimates from the
landlord are £0.850m together with costs/fees of circa £0.050m. This is still subject to
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negotiation and settlement and final costs may be reduced. At this time, it is therefore
recommended to increase the provision by £0.200m to give a total of £0.800m.

Workstyles Phase 2

A number of leased properties are being vacated as part of the workstyles phase 2 VFM
project. Dilapidations estimates for Hove Park Mansions (£0.085m), Havesham House
South and North (£0.088m) and Ovest House (£0.337m) need to be recognised in the
accounts.

Denmark Villas

This building is expected to be vacated for future workstyles phases and the lease is
expected to end in September 2014 with potential dilapidations costs of £0.155m. Since
this liability can reasonably be estimated now, financial reporting standards require that
this provision be recognised.

A total increase in dilapidations provisions of £0.865m is therefore needed to cover current
and future liabilities.
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NHS Trust Managed S75 Budgets - Revenue Budget Summary

Forecast 2011/12 Provisional Provisional Provisional

Variance | Unit Budget Outturn Variance Variance

Month 9 Month 12 Month 12 Month 12 Month 12

£'000 £'000 £'000 £'000 %

(137) | NHS Trust managed 14,168 13,629 (539) -3.8%
S75 Services

(137) | Total Revenue - S75 14,168 13,629 (539) -3.8%

Explanation of Key Variances
(Note WTE = Whole Time Equivalent)
S75 NHS Trust Managed Budget (£0.539m underspend)

NHS Trust managed budgets show an underspend of £0.539m, as detailed below.
This results in the council contribution to these arrangements being reduced and
being available for general reserves.

The underspend of £0.289m against Sussex Partnership NHS Foundation Trust
(SPFT), represents 50% of the total underspend (£0.578m) against the pooled
budget. The remaining 50% has been paid to SPFT in accordance with the
agreed risk-share arrangements for this partnership and to reflect the positive
action to manage the pressures across the Community Care budget for Mental
Health services.

The financial recovery plan shows total savings of £1.212m have been delivered
during the year. The savings against Community Care of £0.705m relate mainly to
holding provider fees at previous levels and increased levels of Continuing Health
Care funding. Mainstream services show savings of £0.507m from staff savings
through vacancy management, a review of social care input into Access Services
and the decommissioning of the enhanced element of the Integrated Community &
Advice Support Team (EICAST).

Sussex Community NHS Trust are reporting an underspend of £0.248m, which is
an improvement of £0.178m from Month 9. Positive action has been taken to both
reduce costs within Intermediate Care and reduce spend on equipment within
ICES. The provisional outturn shows staffing pressures within Intermediate Care
service (£0.012m) and savings against the ICES budget of £0.085m. The overall
position has been further improved by savings of £0.175m against the HIV budget,
where client numbers are less than budgeted (£0.078m saving) together with
commissioning and staffing budget underspends of £0.098m.
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Housing Revenue Account - Revenue Budget Summary

Forecast 2011/12 Provisional Provisional Provisional
Variance Budget Outturn Variance Variance
Month 9 Month 12 Month 12 Month 12  Month 12
£'000 | Housing Revenue Account £'000 £'000 £'000 %
(463) | Employees 9,187 8,615 (572) -6.2%
(308) | Premises — Repair 11,031 10,493 (538) -4.9%
45 | Premises — Other 3,350 3,330 (20) -0.6%
(184) | Transport & Supplies 2,022 1,553 (469) -23.2%
(9) | Support Services 2,210 2,143 (67) -3.0%
3 | Third Party Payments 54 77 23 42.6%
- | Revenue contribution to 3,498 3,498 - 0.0%
capital

(123) | Capital Financing Costs 4,268 4,039 (229) -5.4%
14 | Subsidy Payable 14,710 14,430 (280) -1.9%
(1,025) | Net Expenditure 50,330 48,178 (2,152) -4.3%
37 | Dwelling Rents (net) (44,213) (44,130) 83 0.2%
35 | Other rent (1,240) (1,208) 32 2.6%
52 | Service Charges (3,354) (3,353) 1 0.0%
(19) | Supporting People (465) (483) (18) -3.9%
31 | Other recharges & interest (1,058) (1,023) 35 3.3%
136 | Net Income (50,330) (50,197) 133 0.3%

(889) | Total - (2,019) (2,019)

Explanation of Key Variances

The Provisional Outturn for 2011/12 is an underspend of £2.019m compared to an
underspend of £0.889m reported at month 9. This is in line with the commissioning
framework for the Housing Revenue Account and the cost reduction strategy which
aims to reduce costs to enable reinvestment in services which tackle inequality and
improve homes and neighbourhoods. This is being addressed in the budget strategy for
2012/13 which includes the commissioning of new services to promote financial
inclusion as well as the use of reserves to build new social housing on old garage sites.

Analysis of the provisional outturn variances are as follows:

e The employees budget underspend has increased from £0.463m at month 9 to
£0.572m of which £0.227m is in relation to TUPE costs for Property &
Investment staff. TUPE costs were included in the 2011/12 HRA budget but then
not required as the actual costs were lower than anticipated and therefore fully
paid in the last financial year. There are further underspends on vacancies and
pensions costs throughout Housing Management due to the pending restructure
of Housing and Social Inclusion and also underspending of £0.086m in Housing
Strategy.
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e The Premises Repairs budget has underspent by £0.538m compared to a
projected underspend of £0.308m reported at month 9. The underspend includes
the following significant variances:

A saving on the gas servicing and maintenance contract of £0.327m
as a result of the rebasing of the open book contract value following
the achievement of savings during the last financial year. This
underspend has increased since month 9 by £0.111m following the
completion of the gas open book audit which resulted in further
savings being achieved.

A reduction in the overhead costs for the Repairs Partnership contract
of £0.059m as a result of efficiencies in the contract.

An underspend on the costs of repairs to empty properties by
£0.207m due to a reduction in the number of routine empty properties
coming through the lettings cycle since the commencement of
Brighton Seaside Homes. The on-going reduction in this expenditure
is reflected in the 2012/13 budget.

An overspend of £0.052m for responsive repairs. This has reduced
since the month 9 forecast of £0.123m due to the continued reduction
in the average unit cost of repairs and mild weather up to March
2012.

e The Premises-other budget has underspent by £0.020m compared to an
overspend of £0.045m forecast at month 9. This includes the following significant
variances:

An overspend on insurance costs of £0.304m. A recent review by the

Council’s insurance team identified a new recharge to the HRA of

£0.329m in relation to the costs of repairing homes damaged by fire,

flood etc. below the insurance excess of £25k. This recharge relates to

costs borne over the last three years which were in excess of the

budget. Provision of £0.120m has been made for the additional on-

going costs in the 2012/13 budget strategy.

An underspend of £0.255m in relation to the accruals for gas and
electricity. Prudent accruals were made in the last financial year due to
billing problems with the supplier at that time. These are no longer
required under the new contractual arrangements.

An underspend of £0.053m on the rental cost and business rates of the
Housing Centre due to it opening later than anticipated at budget setting
time.

e The Transport & Supplies underspend has increased by £0.284m to £0.469m and
relates to the following variances:

An underspend of £0.135m (£0.100m reported at month 9) in the
contribution towards the provision for bad debt. This has resulted from
an improvement in the collection of rent during 2011/12 which has led in
turn to a reduction in the rent arrears total, year on year. There are early
indications that arrears may increase over the coming months due to
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the current economic climate and benefit changes so this will be closely
monitored for 2012/13.

An underspend on professional and consultancy fees within property
and investment of £0.123m (£0.084m reported at month 9). These costs
were anticipated at budget setting for the procurement of the new
service contracts. Work on some of these contracts has been carried
out in-house and some contracts will now be let during 2012/13.

An underspend of £0.055m in the costs associated with the transfer
incentive scheme due to a reduced level of take-up to that anticipated at
budget setting time. This is in large part due to the Sheltered Local
Letting plan where priority for sheltered units is given to current tenants
already in sheltered accommodation therefore leaving the less popular
units for those tenants wanting to transfer from family size homes into
sheltered accommodation.

An underspend on legal fees relating to leaseholders disputes of
£0.038m.

Further underspends of £0.108m have arisen relating to professional
fees, and efficiencies achieved from the consolidation of stationery and
general office expenses budgets and staff embracing the cost reduction
culture.

Capital Financing costs have underspent by £0.229m compared to an underspend
of £0.123m reported at month 9. The increased underspend is due to reduced
costs of borrowing as a result of some capital projects being delayed (re-profiled)
until the following financial year.

The amount of subsidy payable to the Government is underspent by £0.280
compared to an overspend of 0.014m reported at month 9. This is mainly due to an
increase in the subsidy allowance for capital financing costs by the Government as
a result of an increase in the consolidated rate of interest by 0.17% since the last

forecast.

Income is less than budgeted by £0.133m due to a number of minor variances

including:
[ ]

Reduced rental income (£0.083) as a result of properties
transferring or awaiting transfer to Seaside Community Homes;
Reduced rental income from garages and car parks (£0.035m)
due to an increase in the level of empty garages/spaces in the
current economic downturn. £0.018m relates to a reduction in
income from St. James Street Car Park due to the closures for
maintenance works this year.
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Carry Forward Requests 2011/12

APPENDIX 2

Strategic Amount
Budget Area Delivery Unit Service Area |Reason £'000
Non-Grant Areas:
People Delivery - Children & Families|Sure Start Project funding for functional family 65
therapist set aside to clear the
backlog of casework as
recommended by OFSTED.
People Delivery - Children & Families|Education One-off bursary payment to 62
Psychology Southampton University and the
Service Tavistock Institute to secure two
trainee educational psychologist posts
for the next two years. These trainees
will be placed with BHCC and
undertake case work and research.
They will not be BHCC employees
and will not create an ongoing
commitment.
People Delivery - Children & Families |Disability Project funding committed to the 50
individual budgets pilot.
People Delivery - Children & Families|Sure Start Minor building repair work in progress 35
at year end
People Commissioner - Learning & [Foundation Proejct funding committed to 14-19 58
Partnership Learning learning programmes and for a Social
Enterprise led Pre-Employment
Programme Pilot.
People Commissioner - Learning & [Education Project funding covers academic not 21
Partnership Business financial years
Partners
People Commissioner - Learning & [BESD Project funding covers academic not 6
Partnership (Behavioural, [financial years
Emotional &
Social
Difficulties)
Partnership
Place Delivery - City Regulation & |Parking Resources set aside to finance 292
infrastructure Services agreed capital works to Regency
Square Car Park
Place Delivery - City Regulation & |City Clean Contribution to City Clean Vehicle 174
infrastructure replacement Programme
Place Delivery - City Regulation & |City Parks Contribution to City Parks Vehicle 53
infrastructure replacement Programme
Place Delivery - Planning & Public |Planning Project funding for the commission of 16
Protection Projects an energy study
Place Commissioner - Housing Housing Locata Homeless/ Options IT 55
Options upgrade/ Abritas rent account system.

Budget was identified for this system
and a carry forward is requested as
the contract is close to being
finalised.
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Strategic
Budget Area

Delivery Unit

Service Area

Reason

Amount
£'000

Place

Commissioner - Housing

Private Sector
Housing

Legal Fees - a £30k carry forward is
requested to meet identified legal
costs for the potential public enquiry
relating to Chester Terrace
Compulsory Purchase Order which is
expected in May 2012.

30

Communities

Commissioner - Communities

& Equalities

Community
Development

Advice Partnership allocation
(Financial Inclusion) - Carry forward
is requested to support the Financial
Inclusion initiatives reported to
Cabinet on 15th March 2012.

350

Communities

Community Safety

Prevent Violent
Extremism

Unspent funding for various Prevent
projects. This funding is required to
be carried forward.

130

Communities

Commisioner - Culture

Arts
Programme
Budgets

Various funding bodies such as Arts
Council, South East England
Development Agency (SEEDA),
Section 106, Creative Partnerships.
Some funding has not been spent this
year due to festivals being held later
in the year, delays in legal
negotiations, some projects being
linked to activity of Brighton & Hove
Arts commission, agreed timetables
with funders for 2012, and some
funding linked to the delivery of
projects rather than the financial year.
Carry forward of this funding is
required.

77

Resources

Delivery - City Services

Revenues &
Benefits

Balance of one off funding required to
expand the number of one off
projects to help services automate
transactions and enable savings
through channel shift now. The key
projects are for Telephony (Interactive
Voice Response (IVR)) and the
Website content management system
(CMS) to improve functionality and
sustainability. Carry forward is
requested to enable continuation of
projects.

120

Resources

Resources - Human

Resources

Human
Resources

£10k carry forward to enable ICT to
complete backlog of IDOX (electronic
document scanning and indexing)
work.

10

Resources

Resources - Human

Resources

Human
Resources

3 year Criminal Records Bureau
(CRB) check funding, year 2 of 3.
This relates to the cost of undertaking
CRB rechecks over a three year
period. Finance is requested to be
carried forward to meet recheck
charges.

50
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Strategic
Budget Area

Delivery Unit

Service Area

Reason

Amount
£'000

Resources

Resources - Property &
Design

Property &
Design

Planned maintenance Budget (PMB)
Project for phase 1 of refurbishment
of Preston Manor. This is an
Improvement & Efficiency South East
(IESE) framework project with phase
1 estimated at £123,000 across
various PMB revenue budgets. An
order was placed in Februrary after
delays in agreeing the value for
money statement and cold / wet
weather meaning works will span into
2012/13. Funding has been
provisionally allocated for phase 2 in
2012/13.

65

Resources

Resources - Property &
Design

Property &
Design

A PMB contribution to the project at
the King Alfred Leisure Centre to
replace the wireless fire alarm system
with a new hard-wired system was
planned but not yet implemented.

40

Resources

Resources - Property &
Design

Property &
Design

PMB Hove Library Rooflights. This is
an Improvement & Efficiency Soth
East (IESE) framework project of
£55k. The lead-in time for the
manufacture of the rooflights is longer
than anticipated & the project was
only about half completed by the end
of March 2012. Carry forward is
requested to complete the project.

30

Resources

Resources - Property &
Design

Property &
Design

The underspend is a result of a
mismatch between academic and
financial years. The largest part being
committed to an environmental
education contract which is running
from November to October. Carry
forward is requested.

32

Resources

Resources - Property &
Design

Property &
Design

Planned Maintenance Budget project
for replacement guttering to the grade
2 listed Old Courthouse. Despite an
order being placed in January the
contractor was unable to secure
materials to start work in 2011/12.
Carry forward is requested to enable
completion.

20

Total Non Grant Areas

1,841

|Grant areas
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Strategic
Budget Area

Delivery Unit

Service Area

Reason

Amount
£'000

All

All

Grant Funding

Under current financial reporting
standards, grants received by the
Council that are unringfenced or do
not have any conditions attached are
now recognised as income in the
financial year they are received rather
than when they are used to support
services. Prior to 2011/12 these
unspent grants would have
automatically rolled into the next
financial year to fund the
commitments against them but now
they need to be agreed as part of the
carry forward requests.

2,433

People

Commissioner - Learning &
Partnership

Dedicated
Schools Grant
(DSG)

Under the Schools Finance
Regulations the unspent part of the
DSG (Dedicated Schools Grant) must
be carried forward to support the
Schools Budget in future years.

1,168

Place

Delivery - City Regulation &
infrastructure

City clean

Matched funding required for
purchase of vehicles relating to Food
Waste trial supported by an Interreg
funding bid.

160

Total Grant Areas

3,761

Total Carry Forward Requests

5,602

Items requiring specific member approval for funding in 2012/13:

Strategic
Budget Area

Delivery Unit

Service Area

Details

Amount
£'000

People

Delivery - Children & Families

Sure Start

80

ToyBox Preschool has a funding
shortfall of £34.5K for the year
2012/13. Without the funding the
service will have to close at the end of
April 2012 and therefore will not be
able to offer essential preschool
childcare to women who are
accessing BWCl/Inspire services.
Over the last year, there has been an
increase in women offenders with
children coming through to us and
aim to prevent the likelihood of
children being taking into care as a
result of their mother’s offending
behaviour. It is proposed that the
council fund this shortfall in 2012/13
and works with the Preschool to apply
for other sources of funding including
the disadvantaged two year old
scheme.

35




Strategic
Budget Area

Delivery Unit

Service Area

Reason

Amount
£'000

People

Delivery - Children & Families

Sure Start

This is an ongoing budget pressure
for the Play Bus. Funding is needed
in order to ensure that service
provision is available in 2012/13 and
a permanent funding solution will
need to be identified in the 2013/14
budget.

92

Place

Commissioner - City
Regulation & infrastructure

Transport

The Medium Term Financial Strategy
identifies resources required for the
City Plan for 2013/14. However
certain transport elements need
resourcing in 2012/13 and funding is
needed to meet that.

85

Communities

Delivery - Tourism & Leisure

The unprecedented number of events
planned in the summer weeks in the
city is requires additional staff
capacity to manage and a
contingency for risk management
initiatives.

50

Resources

Resources - ICT

Specialist consultancy and legal
resources are required in order to
submit a deliverable bid to
Government for Ultra-fast broadband
for the city which could leverage in
£5m investment and provide
competitive advantage. The largest
element of the spend would be set
aside to ensure compliance with
highly complex State Aid rules.

150

Resources

Resources - Policy,
Performance & analysis

Sustainability

Resources to deliver specific projects
and activities to support our
Corporate Plan's ongoing
commitment to one planet living work.
This will include an allocation to
conduct detailed energy audits of key
buildings and investment in measures
to reduce water leakages both of
which should contribute to future
revenue savings.

250

662

81
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Appendix 3

Appendix 3
Value for Money Programme 2011/12:
Benefits Realisation — Provisional Outturn
Projects Target Achieved Uncertain | Achieved
£m £m £m %
VIM Phase 2 Projects
Adult Social Care 1.801 1.801 0.000 100.0%
Children's Services 2.019 3.284 0.000 162.7%
ICT 0.218 0.218 0.000 100.0%
Procurement 0.789 0.434 0.355 55.0%
Fleet Management 0.150 0.150 0.000 100.0%
Sustainable Transport 0.115 0.115 0.000 100.0%
Outdoor Events 0.060 0.035 0.025 58.3%
Workstyles 0.100 0.100 0.000 100.0%
Total VfIM Phase 2 5.252 6.137 0.380 116.9%
VfM Phase 3 Projects Target Achieved Uncertain
£m £m £m
Process Efficiencies 0.250 0.000 0.250 0.0%
Management Structures 1.150 0.794 0.356 69.0%
Admin & Business Support 0.600 0.349 0.251 58.1%
Consolidation of Spend 0.250 0.250 0.000 100.0%
Carbon Reduction
Initiatives 0.250 0.000 0.250 0.0%
Total VM Phase 3 2.500 1.392 1.108 55.7%
Total All VM Projects 7.752 7.529 1.488 97.1%
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AUDIT & STANDARDS Agenda ltem 12
COM M ITTEE Brighton & Hove City Council

Subject: Statement of Accounts 2011/12

Date of Meeting: 26 June 2012

Report of: Director of Finance

Contact Officer: Name: Jane Strudwick Tel: 29-1255

E-mail:  jane.strudwick@brighton-hove.gov.uk
Wards Affected: All

FOR GENERAL RELEASE/ EXEMPTIONS

1 SUMMARY AND POLICY CONTEXT

1.1 Under the Accounts and Audit Regulations 2011, the council’s Statement of
Accounts are to be approved by the Chief Finance Officer by 30 June and
following the audit process are to be approved by Members by 30 September
each year. Under Brighton & Hove City Council’s constitution, the Audit and
Standards Committee is charged with this responsibility.

1.2  Accordingly, this report presents the unaudited Statement of Accounts for
2011/12 for information purposes only. Copies of the Statement of Accounts
are distributed to each member of the Audit and Standards Committee. At this
stage, the accounts have not been audited by the external auditor. It is
expected that the external auditor will present an Annual Governance Report
to the September meeting of this committee on the conclusion of the audit of
the 2011/12 financial statements. An accompanying officer report will be
presented to that meeting, to enable Members to consider and approve the
statement of accounts.

2 RECOMMENDATIONS:

2.1 That the Audit and Standards Committee note the Statement of Accounts for
2011/12 and note that these are subject to audit.

3 RELEVANT BACKGROUND INFORMATION

3.1 The main legislative requirements relating to the preparation, publication and
audit of the council’s accounts are contained in the Audit Commission Act
1998 and the Accounts and Audit Regulations 2011 made under Section 27 of
the 1998 Act.

3.2 It is a requirement that the annual accounts should be prepared as soon as
practicable after the end of the financial year and approved by the Chief
Finance Officer by 30 June and considered by a committee or Full Council,
and approved by a resolution of that committee or meeting by 30 September.
The accounts must be published and signed off by the external auditor as
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41

4.2

4.3

4.4

4.5

5.1
5.11

5.1.2

soon as reasonably possible after conclusion of the audit and by 30
September.

FORMAT OF THE ACCOUNTS

The council is required to present its financial statements on an International
Financial Reporting Standards (IFRS) basis in accordance with the Code of
Practice on Local Authority Accounting in the United Kingdom 2011/12 (the
Code), issued by the Chartered Institute of Public Finance and Accountancy
(CIPFA) and cover the period 1 April 2011 to 31 March 2012.

In accordance with the Accounts and Audit Regulations, the Statement of
Accounts includes an explanatory foreword, a statement of responsibilities
together with the core financial statements, supplementary statements, the
notes to the accounts and accounting policies.

The statement would normally comprise both “Single Entity Accounts”, which
are in respect of wholly council controlled activities, and “Group Accounts” in
respect of activities where the council has a significant interest or share in a
subsidiary, associate or joint venture entity. However, there are no activities
requiring the preparation of Group Accounts in 2011/12.

The Single Entity core financial statements included within the Statement of
Accounts comprise the following:-

° Movements in Reserves Statement

° Comprehensive Income and Expenditure Statement
° Balance Sheet

J Cash Flow Statement

o Notes to the Financial Statements

o Accounting Policies

The supplementary statements comprise the following:-

o Housing Revenue Account
o Collection Fund Account

KEY CHANGES IN THE 2011/12 FINANCIAL STATEMENTS

Heritage Assets

The 2011/12 Code requires, for the first time, the recognition of ‘heritage
assets’. Heritage assets are those assets held by the council that are intended
to be preserved in trust for future generations because of their cultural,
environmental or historical associations. They include historical buildings such
as the Royal Pavilion, historic motor vehicles such as the Volks Railway,
historic windmills and museum and gallery collections and works of art.

A review of the council’s non current assets held (e.g. land, buildings, plant
and equipment) has taken place to re-categorise assets that meet the
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5.1.3

5.1.5

5.2
5.2.1

5.2.2

5.2.3

5.2.4

5.2.5
5.3

definition for a heritage asset. The identified heritage assets are now included
in the council’s Balance Sheet using insurance valuations.

This change was a retrospective change in accounting policy and therefore
required the recognition of the assets at 1 April 2010 (i.e. a third Balance
Sheet).

The council has identified that assets to the value of £7.055m as at 1 April
2010, that were previously held as community assets, other land and buildings
and vehicles, furniture, plant and equipment, should now be recognised as
heritage assets. Additional heritage assets that were not previously
recognised in the Balance Sheet have also been brought on to the council’s
Balance Sheet in 2011/12. The total value of those assets identified as
heritage assets as at 1 April 2010 is £177.721m thereby increasing the asset
value of non current assets as at 1 April 2010 by £170.666m.

The value of heritage assets as at 31 March 2012 have been updated for
revised insurance valuations in 2011/12 and the value at this date is
£182.301m. Note 17 to the financial statements and the significant changes in
accounting policy section of the explanatory foreword includes more detail.

Carbon Reduction Commitment (CRC) Scheme

The financial year 2011/12 is the first year that the council is required to
account for CRC emissions under the CRC scheme. The scheme is in its
introductory phase.

Under the scheme, the council has an obligation to purchase and surrender
CRC allowances in relation to carbon dioxide emissions at the end of the
financial year. The council purchases the allowances from the government.
and surrenders the allowances to the scheme in proportion to its reported
emissions for the preceding scheme year and in accordance with the scheme
requirements.

The obligation arises at the point at which the energy is consumed and carbon
dioxide emitted. At this point, a liability and expense are recognised by the
council with the liability being discharged by the surrendering of allowances.
The measurement of the obligation is based on the requirements under the
council’s accounting policy for provisions. The liability is measured at the best
estimate of the expenditure required to settle the obligation, normally at the
current market price of the number of allowances required to meet the liability
at the end of the financial year. The cost of the obligation is charged to
services and is apportioned on the basis of energy consumption.

At 31 March 2012, the council had an obligation to meet its CRC
responsibilities of £0.271m and has set aside this amount as a provision. This
obligation is based on a CO? usage of 22,608 tonnes at £12 per tonne; the
CO” usage is based on the council’'s carbon footprint as at 2010/11 as
submitted to the Department of Energy and Climate Change on 30th
September 2011.

Note 43 to the financial statements includes more detail.

Exit Packages
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5.3.1

5.3.2

5.3.3

5.4
5.4.1

6.2

6.3

6.4

From 2011/12, ‘the Code’ requires the disclosure of exit packages paid to
employees. Exit Packages include compulsory and voluntary severance costs,
including pay in lieu of notice.

The council is required to disclose the number of exit packages in bands of
£20,000 up to £100,000 and bands of £50,000 thereafter analysed between
compulsory redundancies and other departures. The council is also required
to disclose the total cost of packages agreed in each band. Bands can be
combined where this is necessary to ensure that individual exit packages
cannot be identified (except where disclosure of payments to the individuals is
required elsewhere within the Code).

The council has disclosed £1.695m of exit packages in 2011/12. Note 31 to
the financial statements includes more detail.

HRA Self Financing

With effect from 1st April 2012 the HRA subsidy system was abolished and
replaced with a new system of self financing. Under the new system the
council was required to take on additional debt totalling £18.081m. This
payment was made on 28th March 2012 and is shown as an exceptional
payment in the financial statements for 2011/12.

HOUSING LOCAL DELIVERY VEHICLE (LDV)

On 23 September 2011 the council finalised an agreement to lease 499
vacant HRA properties to Brighton & Hove Seaside Community Homes
Limited (“Seaside Homes Ltd") over a five year period. In the period to 31
March 2012 a total of 150 properties had been leased.

A review of the leases has been undertaken in accordance with the qualitative
test required under the Code and, based on the property portfolio of all 499
properties, the council has assessed the leases as finance leases. The council
has written out the assets (i.e. properties) from its Balance Sheet in the year of
lease and has accounted for the lease premium received from Seaside Homes
Ltd as a capital receipt.

In 2011/12, the write out of the 150 leased properties has been treated as
asset disposals in the council’s financial statements. The carrying value on the
council’'s Balance Sheet as at 31 March 2011 for the 150 transferred
properties was £10.038m; this valuation was provided by the council’s external
valuers based on Existing Use Value. The capital receipt received by the
council in respect of the transferred assets was £6.462m and is held in the
Capital Receipts Reserve on the Balance Sheet. This was based on a best
consideration (i.e. market value) valuation prepared by external property
advisors and takes account of the full portfolio of 499 properties. The
difference between the carrying valuation and the capital receipt is included in
the council’s Comprehensive Income and Expenditure Account. A further sum
of £2.058m is due to the council when certain works to the transferred
properties are completed.

The council has included a contingent liability in respect of Brighton & Hove
Seaside Community Homes Ltd. The liability has arisen from an indemnity
provided by the council to the organisation’s funder whereby the rental income
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6.5

6.6

7.1

7.2

8.1

9.1
10
10.1

received by the organisation from its tenants equals, as a minimum, the
projected income set out in the organisation’s approved business plan. The
council is not able to determine the probability of the indemnity being called
upon in the long-term as the level of future rental income is dependent upon
factors outside the council’s control. However, on the basis of current rent
levels the council has considered the probability of the indemnity being called
upon within the next twelve months as being very low.

Group Accounts Implications

A review of the relationship between the council and Seaside Homes Ltd has
been undertaken to determine the need for group accounts within the council’s
Statement of Accounts.

The council has reviewed the relationship based on the six tests set out in
CIPFA’s Group Accounts in Local Authorities Practitioners Workbook Second
Edition 2011. The council’'s assessment is that there is no requirement for
Seaside Homes Ltd to be accounted for as an associate of the council and
therefore no group accounts are required. The Audit Commission concurs with
the council’s view.

TARGETED BUDGET MANAGEMENT (TBM)

During 2011/12, Cabinet received regular Targeted Budget Management
(TBM) reports in respect of the council’s expenditure against the Budget. A
revenue outturn report was taken to Policy and Resources Committee on 14
June 2012 showing a provisional underspend for the General Fund of
£4.370m. There was no change in the final outturn position. This underspend
has been transferred to the General Fund Working Balance. The revenue
outturn report of 14 June 2012 contains full details.

The level of General Fund working balance and general reserves held at 31
March 2012 was £16.976m as shown in the Movement in Reserves
Statement. The revenue summary section of the explanatory foreword to the
Statement of Accounts provides information on the underspend and level of
reserves held.

EVALUATION OF ALTERNATIVE OPTIONS

The purpose of this report is to note the Statement of Accounts for 2011/12.
REASONS FOR REPORT RECOMMENDATIONS

The purpose of this report is to note the Statement of Accounts for 2011/12.
CONSULTATION

The purpose of this report is to present the council’s Statement of Accounts for
2011/12. There has been no external consultation. Residents of Brighton and
Hove are able to inspect the accounts during the period 25 June 2012 to 20
July 2012.
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11

11.1

11.2

11.3

11.4

11.5

11.6

11.7

11.8

FINANCIAL & OTHER IMPLICATIONS

Financial Implications

There are no financial implications.

Finance Officer Consulted: Jane Strudwick Date: 12 June 2012
Legal Implications:

The relevant statutory requirements relating to the Statement of Accounts are
summarised in the report, in particular at paragraphs 1.1 and 3.1.

The report is for noting only. As indicated, the Committee has until 30
September in which to approve the statement of accounts, and officers will
prepare a separate report on that process for consideration by the Committee
in time to comply with the statutory deadline.

Lawyer consulted: Oliver Dixon Date: 14 June 2012
Equalities Implications:

There are no equalities implications arising directly from this report. The
Statement of Accounts is a statutory publication and is available for public
inspection at the council's main offices and on the council’'s website.
Information on the accounts will, as far as possible, be provided in a manner
that meets the needs of those requesting information.

Summary accounts will also be published.
Sustainability Implications:

There are no direct environmental implications arising from this report.
However, it is believed that the reputation of the council’s financial control
framework and its ability to demonstrate sound financial management could
have an impact on the willingness of other funding partners to invest in and
with the council. This could affect the level of inward investment in respect of
projects that contribute towards sustainability.

Crime & Disorder Implications:

There are no direct implications for the prevention of crime and disorder
arising from this report.

Risk and Opportunity Management Implications:

There has been no direct risk assessment for this report. However, the
management of the closure of the council’s accounts and the preparation of
these complex annual accounting statements are subject to full risk
assessment and review.

Corporate / Citywide Implications:

Any material changes resulting from the conclusion of the audit will be
included in the Accounts to be reported to the Audit and Standards Committee
in September 2012.
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SUPPORTING DOCUMENTATION

Appendices

None

Documents in Members’ Rooms

None

Background Documents

None
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AUDIT & STANDARDS Agenda Item 13
COMM'TTEE Brighton & Hove City Council

Subject: Review of the Effectiveness of the System of Internal
Audit for 2011/12
Date of Meeting: 26" June 2012
Report of: Director of Finance
Contact Officer: Name: lan Withers Tel: 29-1323
Email:  lan.withers@brightonOhove.gov.uk

Wards Affected: All

FOR GENERAL RELEASE

1.

1.1

1.2

1.3

2.

2.1

2.2

SUMMARY AND POLICY CONTEXT:

The Council is required to conduct an annual review of the effectiveness of its
Internal Audit, the findings of which to be considered by a committee (the Audit &
Standards Committee) of that body.

This is the fourth year the Audit & Standards Committee (previously Audit
Committee) has been presented with a review of the effectiveness of Internal Audit.
The process is also regarded as part of the wider annual review of the Council’s
governance arrangements and production of the Annual Governance Statement.

An effective Internal Audit service is a key part of the Council’'s governance
arrangements and for adding value to its services.

RECOMMENDATIONS:
It is recommended that the Audit & Standards Committee:

Considers the findings of the review of the effectiveness of the system of internal audit
for 2011/12 and notes actions arising for minor improvement.

Note the conclusion of the review that the system of internal audit for Brighton & Hove
City Council continues to be effective and operating in accordance with accepted
professional practice. Further that the Council can place reliance on the system of
internal audit for the purpose of its Annual Governance Statement.
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3.1

3.2

3.3

3.4

BACKGROUND

Legislative Requirements

Regulation 6 of the Accounts and Audit Regulations 2011 requires the Council to
undertake an adequate and effective internal audit of its accounting records and of
its system of internal control in accordance with the proper practices in relation to
internal control. Further it must at least once in each year, “conduct a review of the
effectiveness of its internal audit and have the findings considered by a
committee’.

All local authorities have a statutory requirement to make provision for internal
audit and for the purpose of the regulations, in accordance with proper standards
of professional practice, as set out in the Chartered Institute of Public Finance &
Accountancy (CIPFA) Code of Practice for Internal Audit in Local Government
(2006).

This is the fourth year that the Audit Committee (now Audit & Standards Committee)

has been presented with a review of the effectiveness of the system of internal
audit for the previous financial year.

Defining the Effectiveness of system of Internal Audit
To be “effective” the Internal Audit shall aspire to:

* Provide credible and evidenced assurance to management on the operation of
the internal control environment

» Provide appropriate advice and support to management to ensure efficiency,
effectiveness and economy of their services and functions and to help them
respond to new and emerging issues

= Act as a catalyst for change, add value and assist in achieving the authority’s
objectives (i.e. solutions and impact in making a positive difference)

» Understand its position within the authority and plan and undertake its work
accordingly, working in partnership with relevant stakeholders

= Help shape the ethics and culture of the organisation

= Utilise and target its resources efficiently and effectively
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4.

4.1

4.2

4.3

4.4

4.5

PROCESS
Code of Practice for Internal Audit in Local Government

For 2011/12, the review was carried out by self assessment against the CIPFA
Code of Practice for Internal Audit in Local Government and relatively light touch.
This was because new Public Sector Internal Audit Standards and associated Local
Government Code are expected during 2012/13. A comprehensive review against
the new standards is therefore planned for 2012/13 and will include a Members
workshop.

The current CIPFA Code of Practice for Internal Audit in Local Government (2006)
(the Code) is considered proper practice for Internal Audit under the Accounts and
Audit Regulations 2011, The Code comprises eleven standards (or principles),
thirty seven related areas and one hundred and six specific questions to form the
basis of assessment.

The Standards comprise the following areas:

1)  Scope of Internal Audit (Terms of Reference)

2) Independence

3) Ethics of Internal Auditors

4)  Audit Committee

5) Relationships (with management, elected Members and other auditors)
6) Staffing, Training and Continuing Professional Development
7)  Audit Strategy and Planning

8)  Undertaking Audit Work

9) Due Professional Care

10) Reporting

11) Performance, Quality and Effectiveness

Further details of the areas under each standard and a summary of compliance
against the CIPFA Code of Practice self assessment is shown at Appendix 1.

Benchmarking of Internal Audit
The Council is a member of the CIPFA Benchmarking Club for which data is

submitted to provide comparisons with other unitary Councils. Data from the report
provided was used to provide further evidence to support the effectiveness review.
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4.6

4.7

4.8

5.1

5.2

5.3

5.4

Statement on the Role of the Head of Internal Audit

In December 2010, CIPFA published a ‘Statement on the Role of the Head of
Internal Audit in public sector organisations’. The Statement sets out best practice
for Heads of Internal Audit to aspire to measure against. The Statement sets out
five principles that define the core activities and behaviours of the Head of Internal
Audit. In addition the Statement sets out the governance arrangements required
within an organisation to ensure that Head of Internal Audit are able to operate
effectively.

A detailed review against the Statement was carried out to identify issues of non
compliance.

Restructure of Internal Audit Service
During 2011/12, a restructure was carried out to reduce costs whilst changing the

staff skills mix to meet the future needs and challenges facing the Council. The
restructure is currently being implemented.

FINDINGS OF REVIEW

Self Assessment against the Code of Practice for Internal Audit in Local
Government

Compliance against the criteria (106) contained in the CIPFA Code of Practice is
self assessed as follows:

e  Full Compliance 101 (95%)
e Partial Compliance 4 (4%)

e No Compliance 0 (0%)
e Not applicable 1 (1%)

The self assessment remains constant with the effectiveness review carried out for
2010/11.

The one not applicable criteria item, relates to a paper based audit documentation
system, whereas the Council’s Internal Audit documentation process is fully
electronic.

Those criteria assessed as partial are minor in nature and not considered to impact
on the effectiveness of Internal Audit. One action will be taken during 2012/13 to
address three out of four non criteria compliance:

e Review and update of the Audit Manual
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5.5

5.6

5.7

5.8

5.9

6.1

The fourth partial compliance relates to the Head of Audit & Business Risk to report
in his or her own name. The only exception to this is in respect of committee
reports for Internal Audit, which in accordance with the Council’s protocol, are in the
name of the Director of Finance. The Head of Audit & Business Risk is however
the author of the committee reports and has a high degree of autonomy as to their
contents. There is therefore no action required to address this partial non
compliance.

Other actions will be taken, resulting from the self assessment to further improve
the Internal Audit Service, even though fully meeting the Code of Practice criteria;

Review and update of Terms of Reference for Internal Audit

Update to Declarations of Interest

Review and update competency framework for Internal Audit staff

Review and update Internal Audit Report Format

Improve the effective use of the Action Tracking Module on Audit Management
System (Galileo)

The Head of Audit & Business Risk will be responsible for ensuring the
implementation of the action to achieve full compliance with the Code and actions
for improvement.

Outcome of Benchmarking of Internal Audit

Results from the 2011/12 benchmarking exercise showed the Council’s Internal
Audit to continue to be above average for performance and efficiency and below
average in terms of service costs when compared with other Unitary Councils.

Statement on the Role of the Head of Internal Audit

The assessment against the criteria contained in the Statement identified no
significant non compliance issues but the following are action to be taken:

e A mechanism, to ensure that the Head of Audit & Business Risk is consulted
on all proposed major projects, programmes and policy initiates;

FINANCIAL & OTHER IMPLICATIONS:

Financial Implications:

The minor improvements identified within this review can be managed within the

budget of Audit & Business Risk of £582k for 2012/13.

Anne Silley 14™ June 2012

Business Engagement Manager
Financial Services
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6.2

6.3

6.4

6.5

6.6

6.7

Legal Implications:

The Audit & Standards Committee is the Council’s designated committee for discharging
the statutory duty under Part 2 of The Accounts and Audit (England) Regulations 2011 to
consider the findings of the Council’s review of the effectiveness of its system of internal

control.

Oliver Dixon 14™ June 2012
Acting Senior Lawyer

Equalities Implications:

When carrying out audit work, any equality issues identified are reported to the appropriate
level of management. The Internal Audit Strategy and Annual Audit Plan recognises the
Council’s priorities in respect to Equality and Diversity and how Internal Audit will meet
them.

Sustainability Implications:

When carrying out audit work, any sustainability issues identified are reported to the
appropriate level of management.

Crime & Disorder Implications:

When carrying out audit work, any crime and disorder issues identified are reported to the
appropriate level of management.

Risk and Opportunity Management Implications:

The preparation of the Internal Audit Strategy and annual Audit Plan has taken into
account the adequacy, outcomes of the Council’s risk management and other assurance
processes. The work of Internal Audit assists the Council in improving controls to
mitigate risks. The Annual Audit Plan will be flexible to take account of emerging risks
and priorities of the Council.

Corporate / Citywide Implications:

Robust corporate governance arrangements are essential to the sound management of
the City Council and the achievement of its objectives as set out in the Corporate Plan.

SUPPORTING DOCUMENTATION

Appendices:

1. Compliance with the CIPFA Code of Practice Self Assessment Summary
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Background Documents

1.

Accounts & Audit Regulations 2011 (Amended)

CIPFA Code of Practice for Internal Audit in Local Government (2006) and checklist

CIPFA Statement on the Role of the Head of Internal Audit in Public Sector
Organisations (2011)

Internal Audit Strategy and Annual Audit Plan 2011/12

Internal Audit Terms of Reference for Brighton & Hove City Council

The Developing Internal Audit Agenda, Grant Thornton 2012
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Compliance with the CIPFA Code of Practice for Internal Audit - Self Assessment Summary

Appendix 1

CIPFA Standards/ Principles Areas Total No. No. of No. of No of NOT No. of N/A
criteria for FULLY MET | PARTIALLY | MET criteria | criteria
standard criteria MET criteria

Scope of Internal Audit Terms of Reference

Scope of Work 9 9 0 0
Other Work
Fraud & Corruption
Independence Principles of Independence
Organisational Independence
Status of Head of Internal Audit 10 9 1 0
Independence of Internal Audit Contractors
Declarations of Interest
Ethics for Internal Auditors Purpose
Integrity
Objectivity 6 6 0 0
Competence
Confidentiality
Audit Committees Purpose of the Audit Committee
Internal Audit’s relationship with the Audit 5 5 0 0

Committee
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CIPFA Standards/ Principles

Areas

Total No.
criteria for
standard

No. of

FULLY MET
criteria

No. of
PARTIALLY

MET criteria

No of NOT
MET criteria

No. of N/A
criteria

Relationships

Principles of Good Relationships
Relationships with Management
Relationships with Other Internal Auditors
Relationships with External Auditors

Relationships with Other
Inspectors

Regulators and

Relationships with Elected Members

10

Staffing, Training and Continuing
Professional Development

Staffing Internal Audit

Training and Professional

Development

Continuing

Audit Strategy and Planning

Audit Strategy
Audit Planning

11

11

Undertaking Audit Work

Planning
Approach

Recording Audit Assignments

11

10

Due Professional Care

Responsibilities of the Individual Auditor

Responsibilities of the Head of Internal Audit
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CIPFA Standards/ Principles Areas Total No. No. of No. of No of NOT No. of N/A
criteria for FULLY MET | PARTIALLY | MET criteria | criteria
standard criteria MET criteria

Reporting Principles of Reporting

Reporting of Audit Work
Follow-up Audits and Reporting 16 15 1 0 0
Annual Reporting and Presentation of Audit
Opinion
Performance, Quality and | Principles of Performance, Quality and 18 17 1 0 0
Effectiveness Effectiveness
Performance and Effectiveness of the Internal
Audit Service
Totals 106 101 4 0 1




AUDIT & STANDARDS Agenda Item 15
COMM'TTEE Brighton & Hove City Council

Subject: Audit Committee Annual Report 2011/12
Date of Meeting: 26" June 2012
Report of: Director of Finance

Contact Officer:: Name: lan Withers, Head of Audit & Tel 29-1323

Business Risk
E-mail: lan.withers@brighton-hove.gov.uk

Wards Affected: All

1.

1.1

1.2

2.1

2.2

3.1

3.2

SUMMARY AND POLICY CONTEXT:

This draft report attached at Appendix 1 provides a summary of the Audit
Committee’s performance and achievements during 2011/12. It has been
prepared on behalf of the Audit Committee members.

The preparation of an annual report is recognised as best practice for Audit
Committees in providing assurance over its role by the Chartered Institute of
Public Finance and Accountancy (CIPFA).

RECOMMENDATIONS:

It is recommended that the Audit & Standards Committee:

Considers the draft report at Appendix 1 and makes any amendments and
additions it deems necessary.

Refer the report (incorporating any amendments and additions) to Full Council for

approval.

BACKGROUND

The Audit Committee (the Committee) was established in May 2008,
replacing the previous Audit Panel. Its purpose for the 2011/12 municipal

year is contained in the Terms of Reference Appendix A to the Annual
Report.

Effective from the start of the 2012/13 municipal year, the Audit Committee
has merged with the Standards Committee.
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3.3

3.4

4,

41

4.2

4.3

4.4

4.5

Whilst there is no statutory requirement for a local authority to establish an
Audit Committee it is implied by the Accounts and Audit (England)
Regulations 2011 and recognised across both the private and public sectors
as a key component of corporate governance.

The key benefits of an effective Audit Committee are:

e Raising greater awareness of the effectiveness and continued
development of the council’s governance arrangements;

e Increasing public confidence in the objectivity and fairness of financial
and other reporting; and

e Reinforcing the importance and independence of internal and external
audit.

FINANCIAL & OTHER IMPLICATIONS:

Financial Implications:

The Audit & Standards Committee is an essential element of good financial
governance, the costs its work programme including officer support and
training is met from existing budgetary provision.

Anne Silley 14™ June 2012
Head of Business Engagement
Financial Services

Legal Implications:

The report is made under the Committee’s power to consider and make
recommendations to Full Council on matters relating to or affecting the Committee’s
functions.

Oliver Dixon 14™ June 2012
Acting Senior Lawyer

Equalities Implications:
There are no equalities implications arising.

Sustainability Implications:
There are no sustainability implications arising.

Crime & Disorder Implications:
There are no crime and disorder implications arising.
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4.6 Risk and Opportunity Management Implications:
There are no direct risk and opportunity management implications arising.

4.7 Corporate / Citywide Implications:

Robust corporate governance arrangements are essential to the sound

management of the City Council and the achievement of its objectives as set out in
the Corporate Plan.

SUPPORTING DOCUMENTATION

Appendices:

1. Audit Committee Annual Report 2011/12

Background Documents

1. Reports to the Audit Committee May 2011 — April 2012
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Appendix 1

AUDIT COMMITTEE

ANNUAL REPORT 2011/12
(Dratt)

Councillor L. Hamilton, Chairman
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Forward by the Chairman of the Audit Committee

This is my fourth year as Chair and | am pleased to present the
Audit Committee’s Annual Report for the 2011/12 municipal
year. The report shows how the Audit Committee has
successfully achieved its objectives contained in its terms of
reference, developed its role and continued to make a positive
contribution in challenging times for the Council, to its
governance and control environment.

The next few years will continue to be significant in terms of
financial pressures on our services. How we therefore use the
resources available will become even more important and how we risk manage our
priorities, partnerships and services will be crucial. We will need to ensure a robust
governance and control framework and be increasingly vigilant to the risk of fraud.

The Audit Committee has now merged with the Standards Committee and | believe
it will continue to make a positive contribution.

| would like to take the opportunity to thank both the committee members and the
officers that support the committee’s work.

| would also like to thank the Audit Commission for their support and regular
attendance at meetings.

During the year officers have presented professional reports, taking on board
comments, suggestions and ensuring improvements have been made.

| have enjoyed leading the committee and working with officers to further enhance
the Council’s governance arrangements.

From 2011/12, the Audit and Standards Committee will be merging and | am
looking forward to the change and continued effectiveness of its role.

108



Introduction

1.

The Audit Committee (the Committee), is now in its fifth municipal year,
succeeding the Audit Panel. The Committee’s activities during 2011/12 built
on the positive contribution from previous years to the improvement of
governance arrangements across the Council.

The Committee’s role is principally to underpin the Council’s governance
processes by providing independent challenge and assurance of the
adequacy of risk management, internal control (including Internal Audit
External audit and counter fraud) and financial reporting frameworks

A copy of the Committee’s Terms of Reference for 2011/12 municipal year
is shown at Appendix A.

This is the third annual report from the Council’'s Audit Committee. Itis
produced in accordance with latest best practice’ and details the work and
outcomes of the Committee in 2011/12 and that the Council is committed to
working as an exemplar organisation, operating to the highest standards of
governance.

Audit Committee Work Programme and Members

5.

During the 2011/12 municipal year there were 5 meetings of the Committee.
All had full agendas and in total considered 40 written reports, received 2
presentations and 1 verbal update.

The rolling and flexible work programme covers the Committee’s main areas
of activity which is continually reviewed and amended to reflect changes in
policies, priorities and risks. A summary of the work programme is shown at
Appendix B.

The Committee consists of 10 Members and detailed for 2011/12 in Table 1
below. Nominated substitutes attended meetings as required.

Table 1: Members of the Audit Committee 2011/12

Member Role
Councillor Les Hamilton Chair
Councillor Matt Follet Deputy Chair
Councillor Ron Jarratt Member
Councillor Gill Mitchell Member
Councillor Ann Norman Member
Councillor Anne Pissaridou Member
Councillor David Smith Member
Councillor Ollie Sykes Member
Councillor Liz Wakefield Member

1 Best practice as contained in the CIPFA Publication, "A Toolkit for Local Authority Audit
Committees”
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| Councillor Andrew Wealls | Member |

8. A rolling and flexible work programme has been agreed for the Committee’s
main areas of activities

Training & Development

9. In order to be effective, it is recognised that members of the Committee
should have a clear understanding of their role, internal control and
governance issues, internal and external audit, risk and opportunity
management and how the arrangements in place across the council
operate.

10.  In June and September there were two specific training sessions for
Members on the role and functions of the Audit Committee. For September
this also included Members role in relation to the approval of the Statement
of Accounts. Other training was integrated into committee meetings such as
fraud update.

Core Activities 2011/12

11.  The Committee’s terms of reference contains a number of functional
responsibilities and these have been interpreted into seven core activity
areas. The Committee’s work and outcomes in each of these areas are
summarised in the following sub sections:

Internal Audit

12.  Internal Audit is a key source of assurance for both officers and Members on
the effectiveness of the control environment and governance. The
Committee has responsibility for ensuring that Internal Audit is effective in
the provision of that assurance.

During the year the Committee has:

e Approved the Internal Audit Strategy and Annual Plan for 2011/12;

e Considered regular Internal Audit Progress Reports from the Head of
Audit & Business Risk highlighting audit work completed in particular
audit reviews, internal audit performance against key indicators and any
significant issues;

e Considered the Head of Audit & Business Risk’s Annual Report and
Opinion on the council’s governance and internal control environment;

e Considered the statutory review of the effectiveness of the system of
internal audit;

e Ensured the internal audit and external audit plans were complementary
and provided optimum use of the total audit resource;

e Ensured Internal Audit is effective in the provision of key assurance on
an ongoing basis; and

e Continue to provide support to the Internal Audit service to ensure
management is responsive to recommendations made and agreed.
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13.

14.

15.

16.

17.

18.

External Audit

External Audit which is currently provided by the Audit Commission is an
essential part of the process of accountability of public funds, providing an
independent opinion on the financial statements as well as arrangements for
securing value for money across the council.

The Department of Communities and Local Government issued a
consultation paper at the beginning of 2011/12 entitled “The Future of Local
Public Audit”. The Committee has been kept informed of the consultation
outcome and award of the contract to Ernst & Young.

During the year the Committee:

Considered the Audit Commission’s Annual Audit Plan;

Considered progress reports against the plan;

Considered Fees Letters;

Received and considered the Annual Governance Report ;

Receive and considered Annual Audit Letter for 2010/11; and
Considered individual reports from reviews carried out including Housing
Repairs and Maintenance Contract.

Risk and Opportunity Management
During the year Committee:

Received and considered the Strategic Risk Register updates;
Considered the outcomes of the Risk Management Programme;
Received the Annual Risk Management Report; and

Received and considered individual risk maps on strategic risks, in
particular on emerging risks and areas of concern (for example financial
outlook).

Internal Control and Governance

A pivotal role of the Committee is its work in developing the council’s
internal control and assurance processes.

During the year the Committee:

e Considered and agreed the council’s Annual Governance Statement a
key document which summarises the council’s governance
arrangements and the effectiveness of these during the year;

e Received updates on actions for improvements from the Annual
Governance Statement;

e Received reports and sought assurance on effective actions to address,
control weaknesses in the Council’s HR/Payroll and Income Collection
systems;

111



19.

20.

21.

22.

Was requested and provided a letter to the District Auditor on providing
assurance from those charged with governance;

Together with officers, undertook review of the effectiveness of the Audit
Committee utilising best practice from the Chartered Institute of Public
Finance (CIPFA) and the National Audit Office (NAO)

Continued to raise the profile of internal control and governance across
the council and of the need to ensure audit recommendations for
improvement are implemented.

Counter Fraud

Countering fraud and corruption is the responsibility of every Member and
officer of the Council.

During the year the Committee:

Was kept informed of the number and nature of fraud investigations,
significant cases, recovered losses etc;

Considered the outcome of counter fraud activity as part of the Head of
Audit & Business Risk’'s Annual Report;

Monitored and supported the actions of officers in particular those by
Audit & Business Risk to counter fraud;

Were made aware of national emerging fraud and corruption issues that
could impact on the council for example housing tenancy fraud;

Were made aware of the outcome from the National Fraud Initiative
(NFI);

Received the Councils’ updated Counter Fraud Strategy, recommending
its approval by the Policy & Resources committee; and

Made aware of national developments in counter fraud, the most
significant being the release of the Local Government Fraud Strategy,
“Fighting Fraud Locally “ and will continue to be made aware of actions
to address.

Financial

During the year the Committee:

Considered and approved the Annual Statement of Accounts, asking a
number of questions on the content;

Considered the external auditor’s report on the accounts and Council’s
responses to comments; and

Received periodic reports for information, on the Council’s budget
performance (TBM) asked questions and helped to inform the approval
of end of year Statement of Accounts.

Other Activities

During the year the Committee:
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e Considered reports on Treasury Management Policy Update and Annual
Investment Strategy, providing an independent scrutiny role.

Looking Forward

23.

The Audit Committee has now integrated with the Standards Committee and
will continue to develop its role and build on current status. For 2012/13 it
will:

e Continue to review all governance arrangements to ensure they are
robust with focus on change and the challenges facing the Council;

e To effectively integrate the functions of Audit and Standards Committee
including ensuring Members receive appropriate training;

¢ Implementing changes to the National Standards Regime from July
2012,

e Ensure the effectiveness of the Council’s response to existing and key
risks emerging including resulting from financial pressures and
transformation;

e Continue to support the work of Internal and External Audit and ensure
appropriate management actions to recommendations made;

e Ensure the Council maintains and further improves the standards in
relation to the production of accounts;

e Ensure the Council continues to manage the risk of fraud and
corruption, in particular by taking further proactive measures for
example awareness training;

e Equip existing and new Members to fulfil responsibilities by providing
training, briefings and good practice guidance;

e Respond to changes imposed by legislation and from best practice on
the structure and activities of the Audit & Standards Committee to
ensure its continued effective role;

e To keep abreast of developments and respond as required to changes
in the Public Audit Agenda.
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Audit Committee Terms of Reference
(Agreed by Council in April 2008)

Explanatory Note

The Audit Committee oversees the Council’'s arrangements for the discharge
of its functions in connection with finance, risk management and audit
arrangements . It makes recommendations to the Council, the Cabinet, officers
or other relevant body within the Council.

Functions

To carry out independent scrutiny and examination of the Council’s financial and
non-financial processes, procedures and practices to the extent that they affect
the Council’s exposure to risk and weakness in the control environment with a
view to :

. Providing independent assurance of the adequacy of the risk
management and associated control environment;

" Providing assurance on the adequacy of the Council’s audit
arrangements ;

. Securing robust performance and risk management arrangements; and

. Making recommendations to the Cabinet, Council or Directors as
appropriate

. To consider the Council’s risk management arrangements and make

recommendations to the Cabinet, Council or its Committees.

(Source: B&HCC Constitution)
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Summary of the Audit Committee Work Programme 2011/12

Meeting Date

Report

Area

28" June 2011

Audit Commission Progress Report and Update
2010/11

External Audit

Unaudited Statement of Accounts 2010/11 Financial
Management

Draft Annual Governance Statement 2010/11 Internal Control and
Governance

Review of the Effectiveness of Internal Audit Internal Audit

Targeted Budget Management Provisional Out Turn Financial

2010/11 Management

Risk Management Update: The Risk and
Performance Management Framework

Risk Management

Part 2

Strategic Risk Management Actions Plans focus

Risk Management

27" September 2011

Audit Commission: Annual Governance Report
2010/11

External Audit

2010/11 Statement of Accounts Financial
Management

Audit Commission: Changes to the local audit regime | External Audit

Targeted Budget Management (TBM) Month 4 Financial
Management

Risk & Opportunity Management (ROM) Annual
Report 2010/11 and Risk Management Programme
201112

Risk Management

Internal Audit Progress Report and Internal Audit
Plan 2011/12 Update

Internal Audit

The Bribery Act 2010

Internal Control and
Governance

Part 2 Strategic Risk Management Actions Plans focus Risk Management
Investigation into Hove Town Hall Income Losses Internal Control and
Governance
20" December 2011 | Treasury Management Policy Statement 2011/12 Other Activities
(including Annual Investment Strategy 2011/12)
Targeted Budget Management (TBM) Month 7 Financial
Management

Audit Commission: Progress Report 2011/12 and
Briefing

External Audit

Audit Commission: Annual Audit Letter 2010/11

External Audit

2010/11 Assurances from the Audit Committee as
the body charged with governance

Internal Audit Progress Report 2011/12

Internal Audit

Annual Governance Statement 2010/11 Action Plan
Update

External Audit

Strategic Risk Register

Risk Management

Review of the Effectiveness of the Audit Committee

Internal Control and
Governance

Part 2 Strategic Risk Management Actions Plans focus Risk Management
21 February 2012 | Targeted Budget Management (TBM) Month 9 Financial
Management
Review of the Effectiveness of the Audit Committee Internal Control and
Governance

Audit Commission: Progress Report 2011/12

External Audit
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Meeting Date

Report

Area

Audit Commission: 2010/11 Certification of Claims
and Returns — Annual
Report

External Audit

Internal Audit Progress Report 2011/12

Internal Audit

Risk Management Strategy 2012

Risk Management

Current Fraud Risks and Brighton & Hove City
Council Counter Fraud Programme (Verbal)

Fraud

Part 2

Strategic Risk Management Actions Plans focus

Risk Management

Internal Audit Review of Payroll

Internal Audit

24" April 2011

Audit Commission: Progress Report 2011/12

External Audit

Audit Commission: Opinion Audit Plan 2011/12

External Audit

Assurances from the Audit Committee as the body
charged with governance 2011/12

External Audit

Internal Audit Strategy & Annual Audit Plan 2012/13

Internal Audit

Counter Fraud Strategy Update Fraud
2011/12 Statements of Accounts Preparation Financial
Management
Part 2 Payroll Update (Verbal) Internal Control and
Governance

Strategic Risk Management Actions Plans focus

Risk Management

116




AUDIT & STANDARDS Agenda Item 16
COMMITTEE Brighton & Hove City Council

Subject: Risk Management Programmes - 2011/12
(Outcome) and 2012/13 (Planned)

Date of Meeting: 26 June 2012

Report of: Director of Finance

Contact Officer: Name: Jackie Algar Tel: 29-1273

Email: Jackie.algar@brighton-hove.gov.uk

Ward(s) affected: All

FOR GENERAL RELEASE

1.

1.1

1.2

1.3

2.1

2.2

3.1

3.2

SUMMARY AND POLICY CONTEXT:

The approved Risk Management Strategy 2012 sets out the role of the Audit &
Standards Committee (previously the Audit & Standards Committee) in relation to
risk management including to receive “reports on risk management arrangement,
Risk Management Programme and progress”.

This report provides an annual report of progress against the approved annual
Risk Management Programme 2011/12 to help inform the Audit & Standards
Committee’s opinion on the effectiveness of risk management and internal
control.

The proposed Risk Management programme detailing actions in 2012/13 is
submitted for approval.

RECOMMENDATIONS:

That the Audit & Standards Committee note progress against the annual Risk
Management programme 2011/12 (appendix 1).

That the Audit & Standards Committee approve the annual Risk Management
programme 2012/13 (appendix 2).

RELEVANT BACKGROUND INFORMATION/CHRONOLOGY OF KEY
EVENTS:

In February 2012 Cabinet approved a new “Risk Management Strategy for 2012”.
This was reported to the Audit Committee for information on 21 February 2012.

The Risk Management Strategy sets out the role of the Audit & Standards
Committee (previously the Audit Committee) as to “Ensure independent
assurance of the adequacy of Risk Management and the associated control
environment”.
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3.3.

3.4.

4.1

5.1

5.2

5.3

There are a number of ways in which the Audit & Standards Committee fulfil their

role, chiefly these are to:

(i) At least annually receive the strategic risk register, and reports on risk
management arrangements, risk management programme and progress

(i) Where it considers it appropriate, make recommendations to the Council’s
elected Member Leadership Group, now confirmed as Policy & Resources
Committee

(i)  Engage in Risk Management to increase their knowledge and
understanding

Risk Management approaches and work are co-ordinated by the Risk Manager.
The annual risk management programme influences her daily work which is
agreed with and monitored by the Head of Audit & Business Risk.

COMMUNITY ENGAGEMENT AND CONSULTATION

The Risk Management Strategy and the Risk Management methodology have
been consulted upon internally, and are shared with external bodies, e.g. national
health organisations and other statutory partners in the city.

FINANCIAL & OTHER IMPLICATIONS:

Financial Implications:

Effective Risk Management of risks, which affect the council’s successful
achievement of its objectives, ensures that all potential financial impacts are
properly considered and that likely financial outcomes are reflected in medium
term financial plans and budget strategies, which are continually updated to
reflect changing assumptions and likelihood of risk. The Risk Management
Programme raises awareness of risks and supports forward planning.

Finance Officer Consulted: Anne Silley Date: 30/05/12

Legal Implications:

There are no legal implications arising directly from this report. Consideration of
the council’s Risk Management arrangements is one of the functions of the Audit
& Standards Committee, and approving the risk management programme for
2012/13 (see recommendation 2.2 above) is therefore within its remit.

Lawyer Consulted: Oliver Dixon Date: 29/05/12

Equalities Implications:

There are no direct implications. The council’s operating model puts customers at
the heart of our activities. The Risk Management methodology includes
consideration of and a process to manage equalities implications.
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5.5

5.6

5.7

5.8

Sustainability Implications:

Sustainability means protecting and enhancing the environment, meeting social
needs and promoting economic success and risk management will be applied to
each of these.

Crime & Disorder Implications:

There are no direct Crime & Disorder implications.

Risk and Opportunity Management Implications:

Reporting of the Risk Management Annual Report 2011/12 and Risk
Management Programme 2012/13 is one of the ways to provide information on,
and improve the quality and consistency of, the risk management of the council’s
activities.

Public Health Implications:

The Risk Management methodology accords with that used by the NHS and is
used to inform public health decision making and projects.

Corporate / Citywide Implications:

There are no direct citywide implications but the council’s Risk Manager will work
with risk management representatives of other statutory partners in the city, as
detailed in Risk Management programme in 2012/13.

SUPPORTING DOCUMENTATION

Appendices:

1.

2.

Progress against the Risk Management Programme 2011/12.

Annual Risk Management programme 2012/13.

Documents in Members’ Rooms

None.

Background Documents

1.

Brighton & Hove City Council’'s Risk Management Strategy 2012.

119



120



'210zg Aenigad

L2 U0 89jlwwo) Jipny 0} papoday
'Z10Z Aenigad 6 uo (plepuels
10u) ABojel)s Juswabeuely

YSIY 10} [eAaocudde jauiqen

(syjuswabuele
els Bunsixs ay)
ulyum paeqgiosqge aq

AlaAjoaye Ny @onoeud
0} uonesiueblo ay} jJo

«c10C
pJepuels juswabeuel Ysiy, mau

ybnouy) yoeolidde Juswabeuew
3SIl payepdn g juaind e Jo

(1eBy anjoer) paraiydy rARR L= 0}) awi] JaoyO | Ayoedeo ay) enosdwi 0] | |eaosdde Jpuige) eas ¥ aonpold | € (V
ABojopoyraw
pue sassaoo.d Juswabeuew si
Jo Buipuejsiapun aJjeys 0} siauped 90IAJBS pue d2IApEe
Ayo Aioinjess ypm yiom uibaq pieog (sjuswoebuee Ao ayy Juswabeuew s Jo uoisiroid
90IMIBS 21|gnd 8y} Aq panoidde sy yeys Bupsixe ayy | 10} SBOIAISS JO AIBAIIBP | B|eUS 0} SYIOM [IDUNOD BY) WOYM
(1eB]y anjoer/jemals SPJEMUO | UIyIM pagiosge aq ay) ul Juswabeuely yym suoljesiuebio pue [19unoo Jo
allley9) panalydy Ll Aen 0}) 8w JBOIO ¥SIY paquid 0 | ainjonys o} Juswabeuew ysu Ul | g (¥
4NHd pamainal Juswa|dwi
0} }8S SaUI|peap pue JNo |0y
(3oe|g ejned pue
1eB|y anjoer) paAaIydy Ajjenied
swes} pue spJeoq
‘sdnoub 109loid Buluoissiwwoo
J0} s1oysibal ysu
JO uoneaud ajey|ioe} 0} papinoid
Aoue)nsuoo Juswabeuel
ysiy ‘ssao04d BuluoIsSSILIWOD
nojes joued sy (¢
(peyesodiooul SYsl aAlebau/apISUMOpP
Z10z Abajens juswoabeuew JO uonesiwiuiw
ysu) dNNYd, ddomawel 4 (syuswiebuelie pue (sanbiuyos) Alaniep
swabeue JSIy ® yeys Bunsixe ayy NOY Buisn) | yJomawel4 BuluoissILWWOoD UNS 0}
9oUBWIOHad JO MaIAal 0} Indu| (] UIyIM paglosge aq Buiyey Ajunuoddo sanbiuyoa} B s|00) Juswabeuew
(1eBly ajoer) paAaiydy rARR L= 0}) swi] JaoYO | abeinoous Ajpajoeold | s dojaasp pue Bunsixe mainey | L(V

(s1901440
pea| pue) ayepdn ssalboid

ale(q 10bie |

palinbay
$90IN0Ssay

awoo]No/ajeuoney

(sysu aaisod apisdn,,
pue aApebau ,apisumop,, yjoq)
LNIWIDOVNVIN MSIH SAOCULNI (V

Z1/110Z @wwpiboid juswabpupyy djsiy [pnuupb 3y} jsuibbo ssaibolid

| xipuaddy

121



‘Buiuue|d ssauisng

yum Juswabeuew ysi ajeibajul
pue 24NjonJ}s S |IDUN0J ay}

109]}81 0} BUOP 8q 0} }Jom Jayun4
(3oelg eIned @ Jebly apjoer

JUSWIUOJIAUD

[013U0D [BuIB}U|

9 Juswabeuel ysiy
3y} JO SSOUBAI0BYD
8y} uo uoluido

Ue WJoj 0} 98IWwWo)

pue SYSI JO M3IAJISAO Ue apinoid

S,[IdDUNO0J ay] adueyua 0] aleM}JOSs

29)ILIWO) }ipny 03 Buiiodal
J0} Alrenoijed ‘saniunuoddo

pue seale 1ybiybily ‘sisAjeue
wojul ‘sysi pJooal 0} Ajjiqe

) pPoAaIYdY Ajjenied ZLJey | pawuiuod 8q o] Hpny ayj isisse 0| swabeuew ysu asn An4 | | (g

SININIONVHAVY

palinbay swod)no/sjeuohiey ONILYOd3Y

JeolyQ pee | ejeq jebie] $92IN0SaY ABejens NOY NS IA0¥dII Ol (a
‘sJauped Aiojniers Ajo wouly Saw09)No
sanljeyuasaidal sl pajeujwou Ao pue yiomewely
UM YIOAA “L L OZ JOqWIBAON ‘eunp Buluoissiwwoo
‘e — Juswabeuew sl uo pieog (syuswiebuelie S,|1oUN09 8y}

92IAIBS 21|gnd SA110 0} spoday
(Hemayg alzeyn

yels Bunsixe ay)
ulyIMm pagiosge aq

JaAljap 0] suonesiuebio
Jayjo pue siauped

yoeoidde juswabeuew
3su aJeys o0} suonesiueblio

® JeB|y anjoer) paAaiydy Zl e 0}) dwl| 19210 UM Jopaq diom o] | Jauped yum syull poob ysiigeis | | (D
paiinbay LNINIOVNVIN MSIH NO
1ol pee | 8jeq jebie] $82JN0say awoojno/ajeuoney | SYINLYVd HLIM SYMNIT IONVHN3I (D
LLoc sunr
#Z — Buiuies] uononpu| 98IWIWOD
Hpny Jo ued se juswabeuew
3su uo staded pue uoneyussald (g
1102 Aep\ - suonoes (sjuswoebuewe | AlBAIOSYS Juswabeuep J9)sibay Msiy

Juswabeuew ¥sii U0 YoogqpueH

ejs Bunsixe ay)

ysiy ao10e.d

o169)e1)S 8y} UO UoljeWIOUI pUR

Jaquiap\ 8y} o3 ayepdn (1 SPJEMUO | ulyym peglosge aq 0} uolnesiueblo ay} Jo slaquiay Joj Buluies; maiAIBAO
(1eBy anjoer) panaiydy Ll Aepy 0}) awli] 49210 | Auoeded ayy anoudwi o | wawabeuew Xsu apinold | z(g
L10Z Jequisdaq |
— sJauoIssIWWOo) 1o} swwesboud
Buiureny AODOTINI jo Hed
se Buluies) Juswabeue Ysiy (2 suonesiuebio
sdnoub j08oid ‘swes) ‘S192140 Yjm (syuswiebuelie AlaAjoaye juswabeuely apIsINo 0} Jayo Buluiel) pusixa
yoam Jad sdoysyiom juswabeuew yeys Bunsixe ayy ysiy ao10e.d pue swwelboid Juswdojarsg
3su g Jo | abesane uQ (| SPJEMUO | UIyIM pagiosge aq 0} uonesiueblo ay} Jo  Buiuies ay} Jo ued
(1eBly ajoer) paAaiydy || Jdy 0}) awi] J82yO | Ayoedeo ayy anosdwi 0] se sJao1yjo Joj Buluiesy apinodd | L(g

19010 pea

aleq 10bie |

palinbay
$90IN0Ssay

awoo)No/ajeuoney

ININIOVNVIN

MSIA NI SH321440 ANV SH3IgINIIN

04 ONINIVYL 3dINO¥d Ol (g

Z1/110Z @wwpiboid juswabpupyy djsiy [pnuupb 3y} jsuibbo ssaibolid

| xipuaddy

122



"A)5 8y} ssoloe padey

SHSIJ UO UOI}BWIOJUI JBYS O} JOM
uebag 00z 1oV sauabuniuo)
[IA1D Jo} sjuswabuelie

ajesedag "Juas aq 0} anNUUOD

[m sajepdn pue ‘suonjesiueblo
pJeog a821AI8S 2liqnd

[le 0} papirnold usaq sey Ja)sibay

(syjuswabuele
yels bunsixs ay)

JUSWIUOIIAUD
[013U0D [BuIB}U|

9 Juswabeuel ysiy
3y} JO SSOUBAI0BYD
ay} uo uoluido

spoyjow AlaAIap 90IAI8S

Jo abuel ay} ssoIoe aoueInsse
apinoid 0] Jap.o ul ‘saAndalqo
paJleys JO juswaAalyoe g Bujiom
juiol wuoyur ¢ @oualjIsal ssauisng
asealoul 0} suonesiuebio

)Siy d168jens S [10UNoo By | SJ90I4O | ulyum peglosge aq ue wJo} 0} 98RIWwWo) Jayjo yum ajelidoidde
{7ebly apjoer) poAsIydYy Ajjenied snoLeA 0}) awWl] 49210 Upny 8y} isisse 0] | se sia)sibal ysiu podas pue aseys | z (g
Z1/110Z @wwpiboid juswabpupyy djsiy [pnuupb 3y} jsuibbo ssaibolid | xipuaddy

123



124



Z 10 | 8bnd

(syjuswabuele
jels
Bunsixe ayy uiyim

AlaAnoaye uswabeuey

lo)sibay Ysiy oibajens auyy

spJemuo pagJosqe aq )Siy 992n0e1d 01 uonesiuebio | UO uoljewIOUl puR Siaquial) Jo) Bululely
Jeb|y anjoer ZL Aey | o1) awi] 49210 ay} Jo Ayoeded ayy anoudwi o | MBIAIBAO Juswabeuew ysil apinold | z(g
(syjuswabuele
yers suonesiuebio apisino
BunsIxa 8y} UIYHIM AlaAnjoays uswabeuely | 0} Joyo Bululed pusixe pue sawwelbold
pagJosqe aq ysiy @anoeud 0y uonesiuebio Juswdojana( % Buluiea ay)
Jeby anjoer €l el | ©01) swi] Jao0 ay} Jo Ayoedeo ay} anoudwi 0 JO Ued se s19210 4o} Buluiel spinold | L(g
SNOILVYH3dO T1IONNOD
Ol A31O3INNOD S3AlLdVd a3Lvi13d
aled pasinbay pue S¥3JI440 ‘SHYIGNIN JO4 ONINIVIL
430} peaT jobie | $982JN0SaY suwlodjno/sjeuoney INIWIOVNVIN MSIN 3AINO¥d Ol (g
(sjuswebueue sainpeoold Buipodal sjgejieae Buisn
Bunsixe sy :w_w_% BAIJ0BYJo aJe sjuswabuelle ‘S) Sl 9]1e|R0Sd 0] AJAI|Op 92IAISS
" peaquosqe aq aoueulIanob ajesodiod [IOUNOD Y}IM pajosuuod salued
Jeb|y anoer €l Jey | ©01) awi] 49010 S,IoUN0D By} ainsud 0] | Jo abpsimouy pue Ajolgnd dojeaaq | ey
sjuswabuelie pue spoylow
Juswabeuew s S, [1I0UNOD BY) JO
(sjuswebuee asn Aq anjeA pappe pue uoleibajul
Bunsixe sy :w_w_% BAIJ0BYo aJe sjuswabuelle ainsua 0} sdnoub Bupjiom Jad1yo
" paqiosqe aq aoueulanob ajesodiod pue spJeoq 199loid ‘eapiwwo)
Jeb|y anoer €l Jey | ©01) awi] J9oI0 S,|lDUN02 8y} 8INsua O | Hpny je indul juswabeue sy | z(v
‘Sjuswabue.ie
Aiannjep diysisuued pue
(sjuswabuELE [IDUNOD palnjoNJ)s-al 8y} 10} SWasAs
Jy ssauisng buidojansp pue
Bunsixa ay) ulyIm Sy sl aniebau/apIsumop Bunsixe yum ajeibayul 0} senbiuyods)
pagJosge aq JO uonesiwiuiw pue Bue) % §]00] Juswabeuew )si dojaasp
Jeb|y apoer el Jey | o)) awi] Jaoo | Aylunuoddo abeinoous AjAioeold pue Bunisixa Jo malaal snonuipuo) | (v
aleq palinbay
(s)4e0140 pee joble ] $82JN0SdY auwiodjno/sjeuoney LNIWIOVNVIN XS JAOULINI (V

€102 - Z1L0Z dwwbiboid juswabopubpw siy

Z Xipuaddy

125



Z 10 7 obpd

spunj payiuapl
wioJj 18w aq 0} 99)ILIWOY SpJepuelS B Jpny O}
210z lequeydes juswuodiAug | Buiuodal Joj Ajdenolled ‘saiiunuoddo
W04} 80Ul [0JJU0D) [eulBlU| B Judwabeuel pue Sysl JO M3IAISAO Ue apinoid pue
ue|diayu| YSIY Y} JO SSOUBAIN08YD By} seale Jybiybiy ‘sisAjeue wiojul ‘sysu
SNINYD | Uuo uoluido ue wlioj 0} 88RIWWO0D pJooal 0} AjIjIge S, |1Iounod 8y} 8oueyud
Jeb|y anoer AL JO UoISudIXg spJepuels g Jpny 8y} }sisse 0| | 0} aiemyos Juswabeuew s asn AIn4 | | (Q
aled paiinbay SININIDONVHIY
18040 peaT] jobie | $90JN0say | swodjno/sjeuoney Absjens WOY ONILYOdIY MSIY IAOUdINI OL (a
juswdojanag
© Bujuiesa] pue
wea | Ajunwwo)
Y)IM MJOM pue
(syjuswabuele
yers SBWO02IN0 AJI0 pue yiomawe.y uonew.oul pue
BUNSIXS BU} UIYYIM BuluoissIWWOI S [1I9UNOD soyoeoidde juswabeuew Ysii aleys
pegiosqe aq | Y} JOAIIBP 0} suonesiuebio Jayjo | 0} suonesiuebio Ajunwwod pue Jsuped
Jeb|y anoer cLJey | o1 ewl] a0 | pue siouped ypm Japaqg oM 0] | ypm syulj sayuny dojeasp pue uiejuiely | L (D
aled pasinbay AVM 31VIddOdddV NV NI LNJWNIOVNVIN
430} peaT] joblie] $982JN0SaY suwlodjno/sjeuoney MSIY NO NOILYINYO4NI FHVHS (D
(syjuawabuee
yers SBWOo2IN0 AJI0 pue yiomawely Jayo Buiuresy jo yuswdojonap
BUNSIXS BU} UIYYIM BuluoissILWWOI S [1I9UN0D Buipnpour ‘yoeoidde Juswabeuew
pegiosqe aq | U} JOAI|Bp 0} suoljesiuebilo Jayjo )Sll aJeys o0} suonesiuebio Ayunwwod
Jeb|y anoer €l Je|N | o1 ewl] J8oO | pue siaupned yum Japaq YIom o] pue Jauped yum syul poob ysiigeis3 | (g
pauo Juswealbe uolouny
ISSILUWOD |enjoesuod suonesiuebio Buinoqybiou soueuld Jo Yed se m_n 19pus)
uaym ur Jno 108 UM SIOM Ja}}oq puEe |I9UNnood Inyssa00ns Buimoyjo} ‘Ajuoyiny
pue se | se uonesiuebio 8y} 0] 8W0oUI JoeJ)je 0} 82IAI8S 3led [euoljeN sumopyinos o}
pue z1.0z [eusaixe Aq Joj poob e apinoid pue juswasiBe | 10BJJUOD JBpun 8IAIeS Juswabeuew
JeBb)y anjoer judy | pred swiy 482140 |EN1OBIIUOD UO JBAI[BP O )sSu |euolssajold e apinold | (g
€102 - Z1L0Z dwuwbiboid juswaboubpw siy Z Xipuaddy

126



AUDIT & STANDARDS Agenda Item 17
COMM'TTEE Brighton & Hove City Council

Subject: Internal Audit Annual Report and Opinion 2011/12
Date of Meeting: 26" June 2012

Report of: Director of Finance

Contact Officer: Name: lan Withers Tel: 29-1323

E-mail: lan.withers@brighton-hove.gov.uk

Wards Affected: All

Note: The special circumstances for non-compliance with Council Procedure Rule 7,
Access to Information Rule 5 and Section 100B (4) of the Local Government Act as
amended (items not considered unless the agenda is open to inspection at least five
days in advance of the meeting) were that the Internal Audit Annual Report and Opinion
2011/12 was not fully completed due to outstanding queries.

1.1

1.2

1.2

2.1

SUMMARY AND POLICY CONTEXT:

This report presents the Internal Audit & Opinion Annual Report 2011/12 to
Members of the Audit Committee at Appendix 1. The Head of Audit & Business
Risk is required to prepare an annual assurance report on the Council’s control
environment. The report includes details of the audit work achieved against the
Annual Audit Plan for 2011/12.

The purpose of this report is to provide an opinion on the effectiveness of the
Council’s control environment comprising governance, risk management and
internal control as a contribution to the economic, efficient and effective use of
resources. The internal audit work programme and annual opinion is a key
source of evidence for annual review of governance arrangement and the Annual
Governance Statement that is presented to this Committee.

The Audit & Standards Committee has a responsibility for reviewing the
assurance framework for the Council which includes the Annual Internal Audit &
Opinion Annual Report.

ASSURANCE FROM THE WORK OF AUDIT & BUSNSS RISK FOR 2011/12

During the year Audit & Business Risk completed 81 planned audit review
(achieving the target of 95% of the revised Annual Audit Plan. The remaining 5%
are at fieldwork stage.
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2.2

2.3

Overall 73% of audit reviews undertaken gave either reasonable or substantial
assurance, representation a decrease from the previous year of 9%.

On the basis of the audit work undertaken and management responses received,
the Head of Audit & Business Risk is able to deliver a positive end of year
opinion that reasonable assurance can be provided that an effective control
environment is operating.

RECOMMENDATIONS:

It is recommended that the Audit Committee:

Note the contents of the report at Appendix 1 including the Head of Audit &
Business Risk’s Opinion for 2011/12 on the adequacy and effectiveness of the
Council’s control environment; and

Note the internal audit coverage and any significant issues emerging.

BACKGROUND INFORMATION

The role of internal audit is to provide management with an objective assessment
of the adequacy and effectiveness of the council’s internal control, risk
management and governance arrangements. This includes identifying any
actions or improvements for the effective use of resources. Internal audit is
therefore a key part of the council’s internal control system and integral to the
framework of assurance that the Audit Committee can place reliance on to
assess its internal control system.

The Accounts and Audit Regulations 2011 require the Council to undertake an
adequate and effective internal audit of its accounting records and system of
internal control in accordance with proper practicesl’.

Within the Council the internal audit function sits within the Audit & Business Risk
Service, carries out the work to satisfy the legislative requirement and reports its
findings, conclusions and recommendations/agreed actions to Senior Managers
and the Audit Committee.

Proper practice under the above regulations is defined by the Chartered Institute
of Public Finance & Accountancy (CIPFA) ‘Code of Practice for Internal Audit in
Local Authorities’ and has been adopted by the Council. This requires the Head
of Audit & Business Risk to provide a written report to those charged with
governance timed to support the review of corporate governance arrangements
and the Annual Governance Statement. The report at Appendix 1:

Provides an opinion on the overall adequacy and effectiveness of the
organisation’s control environment;

Discloses any qualifications to that opinion, together with reasons;
Presents a summary of the audit work from which the opinion is derived;

2
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5..

5.1

Draws attention to any issues of particular relevance;

Compares the audit work actually undertaken against that planned and
summarise the performance of the Internal Audit function against its performance
measures and targets.

The Annual Internal Audit Plan for 2011/12 was presented and approved by the
Audit Committee in April 2011. The Annual Report and Opinion therefore
provides details of the outturn against the planned and unplanned work that
arose during the year.

Audit performance is demonstrated achievement of the Annual Audit Plan,
ensuring compliance with CIPFA Code of Practice and benchmarking the service
against others in the sector. The effectiveness of Internal Audit is also further
considered by the Audit Committee as part of their responsibilities under the
Accounts & Audit Regulations 2011.

FINANCIAL & OTHER IMPLICATIONS:

Financial Implications:

The Internal Audit & Opinion Annual Report 2011/12 outlines how resources were
applied, the internal control recommendations, savings through counter fraud and
other issues. The Internal Audit Plan for 2011/12 was delivered within budgetary
resources for the year.

Anne Silley 17" June 2012
Business Engagement Manager
Financial Services

5.2 Legal Implications:

The Internal Audit Annual Report and Opinion complies with Regulation 6 of The
Accounts & Audit Regulations 2011 which requires the council to ‘undertake an

adequate and effective internal audit of its accounting records and of its systems of

internal control in accordance with the proper practices in relation to internal control’.

The report is for noting only.

Oliver Dixon 17" June 2012
Acting Senior Lawyer

5.3  Equalities Implications:
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Effective systems of internal control and corporate governance provide assurance on
the effective allocation of resources and quality of service provision for the benefit of the
community.

5.4  Sustainability Implications:
There are no direct sustainability implications arising from this report.

5.5 Crime & Disorder Implications:

There no direct implications for the prevention of crime and disorder arising from this
report.

5.6  Risk and Opportunity Management Implications:

Internal audit work/coverage is directed toward giving assurance about controls to
mitigate risks identified through its audit risk assessment. This includes assurance
around the design of those controls and the operating effectiveness.

Internal audit work contributes significantly to increasing awareness and understanding
risk, controls and value for money amongst managers and thus leads to improving
processes for securing more effective risk management.

5.7 Corporate / Citywide Implications:

Robust corporate governance arrangements are essential to the sound management of
the City Council and the achievement of its objectives as set out in the Corporate Plan.

SUPPORTING DOCUMENTATION

Appendices:
1. Annual Internal Audit Report and Opinion 2011/12
Background Documents

1. Accounts & Audit Regulations 2011 (amended)
2. Code of Practice for Internal Audit in Local Government 2006 (CIPFA)
3. Internal Audit Plan 2011/12

4. Individual Internal Audit Reports issued in 2011/12
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Appendix 1

Audit & Business Risk

Internal Audit
Annual Report and
Opinion 2011/12

Ian Withers
Head of Audit & Business Risk
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Internal Audit Annual Report & Opinion 2011/12

Introduction

Purpose of the report

This report summarises the internal audit work undertaken by Audit & Business Risk
during the financial year 2011/12, in particular the outcomes of audit reviews,
management actions and counter fraud activities. The report includes the Head of Audit
& Business Risk’s Annual Opinion on the Council’s control environment.

Role of Internal Audit

The Council’s Internal Audit function is provided by Audit & Business Risk, part of the
Finance Unit, together with Deloitte & Touche Public Sector Internal Audit Lt under a co-
sourced arrangement.

Our role is to provide independent and objective assurance on the adequacy of the
council’s internal control environment, comprising risk management, internal control and
governance by evaluating its effectiveness as a contribution to the proper economic,
efficient and effective use of resources.

Internal Audit is a statutory requirement for local authorities under the Accounts & Audit
Regulations 2011, which states that a local authority shall maintain an adequate and
effective system of internal audit of its accounting records and of its system of internal
control in accordance with proper practices. The Council has recognised this statutory
requirement in its financial regulations.

We continually seek to adapt and enhance our approach in order to take account of the
Council’s risk profile and emerging issues, to ensure our work remains focussed on the
areas of highest risk and providing value added to services.

Internal audit work also assists the Director of Finance in the discharge of her
responsibilities as the Council’'s Section 151 Officer.

Head of Audit & Business Risk’s Annual Audit Opinion

7. The level of assurance that the Head of Audit & Business Risk provides is based on the
internal audit work carried out during the year. In assessing the level of assurance given,
the following have been taken into account:

o Internal audit work completed during 2011/12, planned and unplanned;
. Management responses to audit reviews including effective actions to audit
recommendations made;
. Follow-up action taken following agreement and issue of final audit reports in
2011/12 and previous years;
June 2012 Page 2 Audit & Business Risk
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Internal Audit Annual Report & Opinion 2011/12

o Assurance from individual audit reviews in the form of audit opinions;

o Other assurance work undertaken both from internal and external sources;
. Impact of significant changes to the Council’s systems and operations; and

o The quality and performance of internal audit work and extent of compliance with
the CIPFA Code of Practice for Internal Audit.

Annual Audit Opinion

No assurance can ever be absolute, however based upon the internal audit work
undertaken it is the Head of Audit & Business opinion that reasonable assurance can
be provided on the adequacy and effectiveness of the Council’s control
environment operating for the year ended 31° March 2012. The Council’s control
environment comprises internal control, risk management and governance
arrangements.

Our audit work during the year has identified weaknesses and specific control
improvements required in a number of key system areas. We will continue to work
closely with management in successfully implementing actions within reasonable
timescales.

Internal Audit Activity

Annual Audit Plan

9. The Internal Annual Audit Plan for 2011/12 was agreed by the Audit Committee in April
2011 and included a total of 91 specific risk based audit reviews. The Internal Audit Plan
is flexible to emerging issues and risks throughout the year and subject to change
through liaison with management to ensure the best use of our audit resources. Some
audit reviews have been added or deleted from the Plan, others consolidated or split into
separate elements. Consequently the total number of audits undertaken during 2011/12
was 86 compared with 91 planned.

10. The total audit reviews of the final amended Annual Audit Plan were 86. A full listing of
internal audit reviews is shown at Appendix A, including amendments to planned and
summarised as follows:

) Deleted audit reviews from Annual Audit Plan (-4)
) Deferred audit reviews to 2011/12 (-5)
) Merged audit reviews with other planned (-5)
) Additional unplanned audit reviews (+9)
11. At the time of preparing this report the position on these were as follows:
o 86 — Total number of audits per amended Annual Audit Plan
o 58 - Final Internal Audit Reports
June 2012 Page 3 Audit & Business Risk
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12.

13.

14.

15.

16.

17.

Internal Audit Annual Report & Opinion 2011/12

. 24 — Draft Internal Audit Reports (awaiting responses and agreement)
o 4 — Audit fieldwork stage, still in progress

The number of audits at draft report and fieldwork stage is higher than the previous year
when by June, 18 audit reviews remained at draft and 4 fieldwork. We are working with
managers and giving priority to progressing all to final.

Audit review remaining at fieldwork stage are nearing audit report stage but have been
delayed due a number of reasons including service pressures and availability of key
managers.

For 2011/12 the actual direct audit days was 1,693 against planned of 1,840.

During the year, we have had staff vacancies and have backfilled as far as possible,
obtaining some staff resources from an external internal audit provider through a
framework contract. A substantial amount of our audit time has been spent on the
income systems and payroll following system control problems.

Outcomes from Audit Reviews

Table 1 below contains of summary of assurance levels given in audit reports, including a
comparison with the previous year 2010/11. Those not included (2) are where an
assurance level is not relevant and therefore not provided.

Table 1 — Internal Audit Reports and Assurance Levels Given

No. of Audit Reviews
Assurance Opinion 011/12 2
Full 0 0% 0 0%
Substantial 28 34% 23 25%
Reasonable 32 39% 53 57%
Limited 20 24% 15 16%
No 0 0% 0 0%
Not Included 2 3% 2 2%
Totals 82 100% 93 100%

The number of audit reviews giving limited assurance has increased from 16% in
2010/11 to 24% in 2011/12 and reflects a number of system control problems and issues.
Specific audit reviews at final report stage, giving limited assurance are as follows:

Staff Overtime and Allowances
Income System — Cash and Cheques
Imprest and Petty Cash Accounts
Payroll/HR

VFM — Procurement

Recruitment System

OHMS Housing Management System Application
Council Transport Fuel

Development Control Income

Blue Badges

Residential Parking Permits

June 2012 Page 4 Audit & Business Risk
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18.

19.

20.

21.

22.

23.

Internal Audit Annual Report & Opinion 2011/12

As part of our follow-up work we will be focussing on those audits giving limited
assurance and working with management to ensure agreed actions for improvements in
internal controls are implemented.

Table 2 below contains a summary of audit recommendations for improvements in
internal controls, contained in audit reports issued for the vyear. Where audit
recommendations are contained in final audit reports, actions will have been agreed with
management for implementation. A comparison is again made with 2010/11.

Table 2 - Audit Recommendations (Actions) Made

No. of Audit 2011/12 2010/11
Recommendations/Actions
High

Medium
Low
Totals

Counter Fraud

Our work covers all corporate internal fraud and corruption which includes reactive
investigations but also increasingly proactive in managing the risk of fraud.

During the year we received and investigated 180 fraud referrals of suspected fraud and
irregularities and of these currently 81 have been closed with 91 remaining as still in
progress. The number of referrals has increased from 112 in 2010/11 demonstrating a |
national trend of increased fraud together with greater awareness amongst staff and the
general public.

Of the closed cases sanctions applied during 2011/12 included:

2 employees suspended on the grounds of suspected gross misconduct;

1 employee dismissed for theft;

1 employee resigning whilst under investigation;

1 application to succeed a housing tenancy being refused;

1 potentially illegal housing tenancy housing property being abandoned;

1 potentially illegal housing property being returned to the Council for re-letting

The Council participates in the Audit Commission’s National Fraud Initiative (NFI) a | data
matching exercises to identify fraud and error. We have the lead role for the Council for
co-ordinating and investigating matches. During the year investigations of matches
carried out resulted in savings from principally overpayments of housing benefits of
£433k. This savings figure is expected to rise further during as investigations of matches
are completed. Significant investigations of NFI matches included:

e 25 cases identified of housing benefit overpayment incurred by employees of the

Council.

e 2 housing benefit administration penalty sanctions being issued.

June 2012 Page 5 Audit & Business Risk
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24.

25.

26.

27.

28.

29.

Internal Audit Annual Report & Opinion 2011/12

4 blue badges cancelled as it was found that the holders had more than one issued in
the UK;

Proactive counter fraud work undertaken during the year included:

o Continuing the close liaison with other public sector organisations for a “partnership”
approach to fighting fraud examples including the UK Borders Agency, Sussex
Police, NHS Counter Fraud Service, Audit Commission, National Fraud Authority
and various Local Authorities.

. Close cross council working with officers from key services to combat fraud
including Adult Social Care, Housing Management and Procurement.

. Further development of INCASE Intelligence software

J Further raising fraud awareness amongst staff and Members through training and
briefings.

. Updating the Council’s Counter Fraud Strategy including response to the Bribery
Act requirements

The staff resources used in respect of counter fraud for 2011/12 was 270 days an
increase from 255 days in 2010/11.

During 2011/12 the Local Government Fraud Strategy, ‘Fighting Fraud Locally’ was
developed and published by the National Fraud Authority in April of this year. The Head
of Audit and Business Risk had direct input to the development as part of an expert
advisory group. The Strategy contained 59 recommended actions, many are already in
place but during 2012/13 we will continue to implement those appropriate.

The National Fraud Authority also published the latest Annual Fraud Indicator and
estimated that the loss to fraud to the UK economy per annum is £73 billion of which £2.2
billion in respect specifically of local government.

Council’s Annual Governance Statement

Our assurance work and the Head of Audit & Business Risk’s Annual Opinion above is a
key part of the council’s Annual Review of Governance Arrangements and production of
the Annual Governance Statement. Key issues from audit reviews, in particular those
providing limited assurance have been considered and where appropriate included in the
Annual Governance Statement.

Corporate Support

We have continued to be pragmatic in providing professional support to management
through proactive advice and information. This element of our work is seen as invaluable
by services, particularly in areas of change management. By taking this proactive
approach, often problems and risks can be avoided. Areas included projects and
programme management, HR processes, Adult social care, information governance and
data quality.
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Other Direct Audit Activity

Other direct audit activity also includes follow-up reviews on management action to
implement agreed audit recommendations. These reviews are usually carried out within
six months of action agreed and issue of the final report. From follow-up reviews carried
out during 2011/12, the overall level of implementation of agreed actions is 86% of which
98% relates specifically to high priority recommendations.

We will continue to focus our resources on high and certain medium priority audit
recommendations. To monitor all agreed actions, we will be reviewing the feasibility of
giving access by managers to our action management software, specifically to the action
tracking module.

Performance of Internal Audit

32.

33.

The key indicator for Internal Audit performance is achievement against the Annual Audit
Plan, demonstrated earlier in this report. There are however other local performance
indicators used based on professional best practices and included in the agreed Annual
Internal Audit Plan and our Service Business Plan. These are monitored and reported
throughout the year.

Summary of 2011/12 performance data

Performance against effectiveness targets remains positive and reflects the quality of our
work. The performance against agreed targets for 2011/12 is shown in Table 3 below.
For comparison purposes, 2011/12 actuals are included.

Table 3 — Actual Performance Against Targets

Completion of planned audits (to final or draft report)for 2011/12

Purpose of the performance indicator: to ensure that Audit & Business Risk
provides sufficient coverage to provide an adequate and effective internal
service, to provide sufficient assurance to management on the council’s control
environment and meet the requirements of the Section 151 Officer and External
Audit.

Target: 95% | Achieved: 95% (2010/11 96%)

(Note: Completion of planned audits for 2011/12 is at June. It is expected that all
will be finalised.)

June 2012 Page 7 Audit & Business Risk
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Turnaround times of audit reports

Purpose of the performance indicator: to ensure effectiveness of audit work
in terms of timeliness and service delivery to clients.

Target: Issue 100% of draft reports | Achieved: 94% (2010/11 97%)
within 10 working days of completion of
audit fieldwork

Target: Receive 100% of client | Achieved: 91% (2010/11 89%)
responses within 15 days of issue of
draft reports.

Target: Issue of 100% of final audit | Achieved: 89% (2010/11 94%)
reports within 10 days of agreement
with clients

Client satisfaction levels of at least good or very good

Purpose of the performance indicator: to ensure Audit & Business Risk
provides a sufficient level of service in terms of quality and impact through adding
value as required by its clients.

Target: 92% of client satisfaction | Achieved: 93% (2010/11 94%)
responses at least good or very good.

Reliance by External Audit on the work of Audit & Business Risk

Purpose of the performance indicator: to ensure the audit coverage and
quality is sufficient to meet the statutory requirements of external audit, including
the International Standards of Auditing and beneficial in terms of reducing
external audit fees to the City Council. Reliance is reflected in low level of
external audit fees for the Council.

Target: Reliance Achieved: Reliance  (2010/11
Reliance)

Service Benchmarking

34. Benchmarking is accepted as a key method of comparing performance with other unitary
local authorities. We continued to participate in an annual benchmarking exercise carried
out by the Chartered Institute of Public Finance & Accountancy (CIPFA). The information
it provides is seen as invaluable in is assisting us to demonstrate value against our peers
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Information from annual exercises has demonstrated the value of our service and we
have remained consistently in the upper performance quartile. The draft report for
2011/12 was recently received and contained the following key comparisons relating to
service performance and costs::

. Audit cost per £1M gross turnover for the council, £680 against an average of £984;
. Audit days per £1m gross turnover for the council 2.17 against an average of 3.4,
and

. Direct days' per auditor 182 against an average of 175.

Service Review

36.

37.

The Accounts and Audit Regulations 2011 (R6) requires an annual review to be carried
out on the effectiveness of the system Internal Audit. This was carried out as a self
assessment against the CIPFA Code of Practice for Internal Audit in Local Government.
The outcome of the review against the criteria (106) contained in the Code was:

Full Compliance 101 (95%)
Partial Compliance 4 (4%)
No Compliance 0 (0%)
Not applicable 1 (1%)

The overall conclusion is that the system of internal audit remains effective.

Service Restructure

38.

39.

During the second half of 2011/12, an internal restructure of the service was completed
to reduce costs whilst changing the staff skills mix to meet future needs and challenges
facing the Council. The restructure is currently being implemented.

The Accounts and Audit Regulations 2011 (R6) requires an annual review to be carried
out on the effectiveness of Internal Audit. This is primarily against the CIPFA Code of
Practice for Internal Audit in Local Government. The outcome of the review against the
criteria (106) contained in the Code was:

Service Developments

40.

The following are key service developments planned for 2012/13:

e Further implementation of New Audit Management System that will increase
productivity, management information (e.g. direct Audit Committee Reports) and
tracking of actions from audit reviews;

e Greater use of flexible working to increase productivity and satisfaction of staff;

1 Direct days are total days available less all leave, training and administration; therefore productive

time spent carrying out audit work.
June 2012 Page 9 Audit & Business Risk
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Further developing the use of analytical software tools across the council’s systems
to focus audit resources on high risk areas e.g. data mining and continuous auditing
Ensure effective quality assurance processes are in place;

Review of stakeholder feedback to individual audit reviews and full survey; and
Introduce e-learning fraud awareness training across the council to promote i fraud
awareness.

Page 10 Audit & Business Risk
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Definitions of Internal |Audit Assurance Levels

Level of Assurance Definitions

Full There is a sound system of control designed to achieve the
system and service objectives. Compliance with the
controls is considered to be good. All major risks have been
identified and are managed effectively.

Substantial Whilst there is a basically sound system of control (i.e. key
controls), there are weaknesses, which put some of the
system/service objectives at risk, and/or there is evidence
that the level on non-compliance with some of the controls
may put some of the system objectives at risk and result in
possible loss or material error. Opportunities to strengthen
control still exist.

Reasonable Controls are in place and to varying degrees are complied
with but there are gaps in the control process, which weaken
the system and result in residual risk. There is therefore a
need to introduce additional controls and/or improve
compliance with existing controls to reduce the risk to the
Council.

Limited Weaknesses in the system of control and/or the level of
compliance are such as to put the system objectives at risk.
Controls are considered to be insufficient with the absence
of at least one critical or key control. Failure to improve
control or compliance will lead to an increased risk of loss or
damage to the Council. Not all major risks are identified
and/or being managed effectively.

No Control is generally very weak or non-existent, leaving the
system open to significant error or abuse and high level of
residual risk to the Council. A high number of key risks
remain unidentified and/or unmanaged.
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Appendix C

Definitions of Priorities for Audit Recommendations

Priority Assessment Timescale for
Implementation
High Fundamental
There is a weakness in control that Actions to address
represents immediate material risk to the recommendations
City Council or a service and requires urgent | should in a number
attention by management. of cases be
immediate and at
These issues generally merit the attention of | least within three
senior management. months.
Medium Significant
There is weakness in control and a risk of Should be
material inaccuracy/loss to the City Council or | implemented
a service area and requires corrective within 6 months
action/attention by local management within a
reasonable period.
Low Merits Attention
Minor matters where there is a weakness or No set time period.
opportunity for improvement, which does not
expose the service/system under review to
any significant risk, but management should
consider taking action.
June 2012 Page 12 Audit & Business Risk
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Appendix D

Terms of Reference for the provision of
Internal Audit Services

Purpose

The Terms of Reference is for the provision of Internal Audit Service within Brighton
& Hove City Council. It is reviewed and approved on an annual basis to ensure that
current needs are met.

Role and Function

Internal audit is an assurance function that primarily provides an independent and
objective opinion and adds value to the council on the control environment by
evaluating its effectiveness in achieving the organisation’s objectives. It objectively
examines, evaluates and reports on the adequacy of the control environment as a
contribution to the proper, economic, efficient and effective use of resources. The
service is delivered by Audit & Business Risk within the Finance Unit.

The control environment comprises the systems of governance, risk management
and internal control.

Reporting Lines & Relationships

Audit & Business Risk provide the council’s internal audit function and are part of the
Finance Unit. The Head of Audit & Business Risk reports functionally to the Chief
Executive, Director of Finance (Section 151 Officer), other Strategic Directors and
members of the Audit Committee. Administratively the Head of Audit & Business
Risk also reports to the Director of Finance.

The Audit Committee is responsible for approving the Internal Audit Strategy and
Annual Audit Plan. The Head of Audit & Business Risk reports regularly to the Audit
Committee on progress against the Annual Audit Plan and key issues arising.

Independence and Accountability

Internal Audit will remain sufficiently independent of the activities that it audits to
enable auditors to perform their duties in a manner, which facilitates impartial and
effective professional judgements and recommendations. Internal auditors have no
operational responsibility.
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Internal Audit is involved in the determination of its priorities in consultation with
those charged with governance. Internal Audit has unrestricted access to officers,
members, council records and to report in its own name.

The existence of an internal audit function within the council does not diminish the
responsibility of management to establish systems of internal control to ensure that
activities are conducted in a secure, efficient and well ordered manner.

Statutory Role

Internal auditing is provided as a statutory service in the context of the Accounts &
Audit Regulations 2003, as amended 2006, which states that a relevant body shall
maintain an adequate and effective system of internal audit of its accounting systems
and its system of internal control in accordance with the proper Internal audit
practices.

The statutory role is recognised and endorsed within the council’'s Financial
Regulations, which provides the authority for unlimited access to officers, Members,
documents and records and to require information and explanation necessary.

Consultancy and Advisory Role

Audit & Business Risk also perform a consultancy or advisory role on an ad hoc
basis or as part of the Annual Audit Plan, as commissioned by management.
Reports from this type of work contain findings and recommendations particularly to
add value to the council’s services in achieving value for money in its use of
resources. Any consultancy and advisory work carried out shall not jeopardise the
Internal Audit independence.

Internal Audit Standards

There is a statutory requirement for Audit & Business Risk to work in accordance
with the ‘proper audit practices’. These are effectively the CIPFA Code of Practice
for Internal Audit in Local Government that accompanies the Accounts & Audit
Regulations 2003 (as amended 2006).

Internal audit Scope

The scope for Audit & Business Risk is ‘the control environment comprising risk
management, control and governance’. This means that the scope of Audit &
Business Risk includes all of the council’s operations, resources, services and
responsibilities in relation to associated partner organisations. The priorities for Audit
& Business Risk will be determined by a process of risk assessment.
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Internal Audit Skills and Resources

Audit & Business Risk will ensure as far as possible that it appropriately staffed in
terms of numbers, skills and experience. The Head of Audit & Business Risk is
responsible for appointing of staff and will ensure these are made in order to achieve
the appropriate mix of qualifications, experience and skills.

The Head of Audit & Business Risk is responsible for ensuring that the resources of
Audit & Business Risk are sufficient to meet its responsibilities and achieve its
objectives. If a situation arose whereby he concluded that resources were
insufficient, he must formally report this to the Director of Finance (Section 151
Officer) and the Audit Committee.

Where necessary to provide an adequate, effective and professional service the
Head of Audit & Business Risk will outsource internal audit work to supplement
internal resources but will ensure quality is not compromised.

If Internal auditors are appointed from operational roles elsewhere within the council,
they do not undertake an audit in that area directly within one year unless by prior
agreement.

In line with the CIPFA Statement on the Role of the Head of Internal Audit (2010),
the Head of Audit & Business Risk is a professional qualified CIPFA Accountant. In
additional there is a high mix of professionally qualified staff throughout the Internal
Audit Team to meet delivery requirements of the service.

Fraud and Corruption

Managing the risk of fraud and corruption is the responsibility of management.
Internal audit reviews alone, even when performed with due professional care,
cannot guarantee that fraud or corruption will be detected. Audit & Business Risk
will, however be alert in all their work to risks and exposures that could allow fraud or
corruption.

The Head of Audit & Business Risk has lead responsibility for corporate counter
fraud activities including proactive initiatives, maintaining and developing an effective
framework, and advising management.
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Reporting Accountabilities

The majority of audit reviews include a formal audit report being produced and
issued to management. The primary purpose of the audit report is:

. To provide an opinion on the effectiveness of the control framework operating
for the mitigation of risks;

o To make practical audit recommendations and agree management actions;

. To prompt management action to implement audit recommendations for

change leading to improvements in control and where applicable value for
money and performance and;

o To provide a formal record of points arising from an audit review and
agreement with management.

Management are expected to implement all agreed recommendations within a
reasonable timeframe. Each internal audit will be followed up normally within six
months of issue, in order to ascertain whether agreed actions have been
implemented effectively.

The Head of Audit & Business Risk reports regularly to the Audit Committee on
progress made against the Annual Audit Plan and the summarised outcomes of
individual audits.

The Head of Audit & Business Risk provides an Annual Internal Audit Report to the
Audit Committee that includes an opinion on the adequacy and effectiveness of the
control environment.

Responsibilities

In meeting its responsibilities, the activities of Audit & Business Risk will be
conducted in accordance with the council’s objectives, established policies and
procedures. In addition, internal auditors comply with the Code of Practice for
Internal Audit in Local Government (CIPFA).

Audit & Business Risk will co-ordinate effectively with the Audit Commission (as the
council’s appointed external auditors) for optimal audit coverage and to ensure that
appropriate reliance can be placed on internal audit work.

Audit & Business Risk will work the internal audit functions of the council’s partner
organisations to ensure the robustness of controls and risk management
arrangements, to protect the council’s interests.
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AUDIT & STANDARDS Agenda Item 18
COMMITTEE Brighton & Hove City Council

Subject: Strategic Risk Register

Date of Meeting: 26 June 2012

Report of: Director of Finance

Contact Officer: Name: Jackie Algar Tel: 29-1273

Email: Jackie.algar@brighton-hove.gov.uk

Ward(s) affected: All

FOR GENERAL RELEASE

1.

1.1

1.2

2.1

3.1

3.2

3.3

41

SUMMARY AND POLICY CONTEXT:

The Audit & Standards Committee has a role to monitor and form an opinion on
the effectiveness of risk management and internal control.

A key way to discharge this role is for the Committee to review the council’s
Strategic Risk Register which was updated by the Strategic Leadership Board on
9 May 2012.

RECOMMENDATIONS:

That the Audit & Standards Committee note the revised Strategic Risk Register
(Appendix 1).

RELEVANT BACKGROUND INFORMATION/CHRONOLOGY OF KEY
EVENTS:

The Strategic Risk Register details the current prioritised issues which affect the
achievement of the council’s priorities, including in relation to its work with others
across the city. It is set by the Strategic Leadership Board and reviewed every six
months, usually in May and November each year.

This Strategic Risk Register provides evidence of a risk aware and risk managed
organisation. Generally, it reflects risk scenarios that will be common to
comparable local authorities in this current period of change and financial
challenge for the public sector.

Strategic Risk Management Action Plans will be updated or developed for each
Strategic Risk and reported to the Committee in Part 2 of this meeting.

COMMUNITY ENGAGEMENT AND CONSULTATION
Consultation has taken place with the council’s Strategic Leadership Board, the

Corporate Management Team and with Cabinet Members in accordance with
recommendations of the (previous) Audit Committee. To reflect the changes
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5.1

5.2

5.3

5.4

5.5

made by agreement of the new Constitution (agreed May 2012), the Strategic
Risk Register has been consulted on with representatives of all the political
parties.

FINANCIAL & OTHER IMPLICATIONS:

Financial Implications:

The Strategic Risk Register reflects a number of risks which have potential
significant financial implications for the authority either directly or indirectly. The
risk owners are responsible for overseeing the effective management of the risks
through performance compacts and the Performance & Risk Management
Framework.

Finance Officer Consulted: Anne Silley Date: 30/05/12

Legal Implications:

This report comes before Audit & Standards Committee in order for the
Committee to discharge its function of providing independent assurance of the
adequacy of the council’s risk management and associated control environment.

Having reviewed the latest Strategic Risk Register, the Committee may, if it
considers it appropriate, make recommendations to Full Council, Policy &
Resources Committee, one or more officers or another relevant body in the
council.

Lawyer Consulted: Oliver Dixon Date: 29/05/12

Equalities Implications:

There are no direct equalities implications. Equalities will be incorporated as
appropriate across all Strategic Risks and Risk MAPs by the officers responsible
for taking actions.

Sustainability Implications:

The risk management methodology includes identification and management of
sustainability issues. There is a specific Strategic Risk, SR 8, which relates to
Sustainability. However, Sustainability will be incorporated as appropriate across
all Strategic Risks and Risk MAPs.

Crime & Disorder Implications:

There are no direct implications.
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Risk and Opportunity Management Implications:

5.6 The Strategic Risk Register is evidence of risk management in operation and
relates to changes to the council’s operating framework.

Public Health Implications:

5.7  There are no direct implications.

Corporate / Citywide Implications:

5.8 There are no direct implications.

SUPPORTING DOCUMENTATION

Appendices:

1. Strategic Risk Register 2012/13 — reviewed May 2012.

Documents in Members’ Rooms
None.
Background Documents

None.
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