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THE CONSTITUTION OF THE COMMITTEE IS AS FOLLOWS:

County Councillors: P White
L.Jones
J. Higginson
P. Clarke
A. Easson
P. Murphy
B. Strong
J.Watkins
M.Feakins
M.Lane
S. Woodhouse
V. Smith

Public Information

Access to paper copies of agendas and reports

A copy of this agenda and relevant reports can be made available to members of the public
attending a meeting by requesting a copy from Democratic Services on 01633 644219. Please
note that we must receive 24 hours notice prior to the meeting in order to provide you with a hard
copy of this agenda.

Watch this meeting online
This meeting can be viewed online either live or following the meeting by visiting
www.monmouthshire.gov.uk or by visiting our Youtube page by searching MonmouthshireCC.

Welsh Language

The Council welcomes contributions from members of the public through the medium of Welsh or
English. We respectfully ask that you provide us with 5 days notice prior to the meeting should you
wish to speak in Welsh so we can accommodate your needs.


http://www.monmouthshire.gov.uk/

Aims and Values of Monmouthshire County Council

Sustainable and Resilient Communities

Qutcomes we are working towards

Nobody Is Left Behind
o Older people are able to live their good life

o People have access to appropriate and affordable housing
o People have good access and mobility
People Are Confident, Capable and Involved
o People’s lives are not affected by alcohol and drug misuse
e Families are supported
o People feel safe
Our County Thrives
e Business and enterprise
o People have access to practical and flexible learning

o People protect and enhance the environment

Our priorities
e Schools
e Protection of vulnerable people
e Supporting Business and Job Creation

¢ Maintaining locally accessible services

Our Values

e Openness: we aspire to be open and honest to develop trusting relationships.
o Fairness: we aspire to provide fair choice, opportunities and experiences and become an

organisation built on mutual respect.

o Flexibility: we aspire to be flexible in our thinking and action to become an effective and

efficient organisation.

e Teamwork: we aspire to work together to share our successes and failures by building on

our strengths and supporting one another to achieve our goals.
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MONMOUTHSHIRE COUNTY COUNCIL
Minutes of the meeting of Audit Committee held

at County Hall, The Rhadyr, Usk, NP15 1GA on Tuesday, 19th September, 2017 at 2.00
pm

PRESENT: County Councillor P White (Chairman)
County Councillor J. Higginson (Vice Chairman)

County Councillors: A. Easson, B. Strong, M.Feakins and V. Smith

OFFICERS IN ATTENDANCE:

Mark Howcroft Assistant Head of Finance

Joy Robson Head of Finance/Section 151 Officer
Andrew Wathan Chief Internal Auditor

Non Jenkins Wales Audit Office

Peter Davies Chief Officer, Resources

Tracey Harry Head of People and Information Governance
Wendy Barnard Democratic Services Officer

Terry Lewis Wales Audit Office

Ann-Marie Harkin Wales Audit Officer

APOLOGIES:

County Councillors P. Murphy, J.Watkins, M.Lane and S. Woodhouse

1. Declarations of Interest

No declarations of interest were made.

2. Public Open Forum

No members of the public were present at the meeting.

3. To confirm minutes of the previous meeting held on 6th July 2017

The minutes of the previous meeting held on 6™ July 2017 were confirmed and signed by the
Chairman.

4. To note the Action list from 6th July 2017

e Youth Service - The Zone: Confirmation was provided that there will be no clawback of
the grant attached to The Zone; the asset will remain with the authority.

e Youth Service — Business Plan: It was explained that the business plan for the Youth
Service will be part of the wider business plan on Alternative Delivery Model (ADM) that
will be reported to Council in the coming months.

The Member who raised the initial question was satisfied with both responses. It was
established that Cabinet would be consulted informally on the finalised business plan
ahead of a Members’ seminar being held and proceed to Council for decision (currently
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MONMOUTHSHIRE COUNTY COUNCIL

Minutes of the meeting of Audit Committee held
at County Hall, The Rhadyr, Usk, NP15 1GA on Tuesday, 19th September, 2017 at 2.00
pm

scheduled for 9" November 2017). It was noted that Audit Committee would not
consider the plan.

A Member expressed the view that members had not had significant engagement on
ADM and would require much more information. The Chair advised that, if Audit
Committee members have concerns, they can request that the matter is raised as an
item for consideration on a future agenda.

e Events Risks: This work is in progress and will be reported on in October. In response
to a question, it was clarified that the work does not include the Velothon as the event
was not identified as part of the original scope for this work 2016/17 and the expected
report is the secondary follow up report. It was added that the Council is considering a
report on the Velothon this week.

e Internal Audit - Implementation of recommendations: There was no update on the
item that the Chief Officer, CYP, was to be asked to provide details of measures taken or
plans to address audit opinions. A report will be provided at a future meeting.

e Unsatisfactory audit opinions: This will be reported in January 2018.

e Zero hours contracts: The information on gender was provided to Council.

e Wellbeing of Future Generations Act /Social Services and Wellbeing Act: The links
to the Welsh Government “Essential” guides to the Acts were circulated on 215t July
2017.

e Self Assessment of Skills for Committee Members and Treasury Training: It was
agreed that Self Assessment of Skills would be deferred to the October meeting and
Treasury Training would be moved to the November meeting. The Chair asked that the
form was re-circulated in the meantime.

5. Audited Statement of Accounts

The purpose of the report is to consider the annual accounts for the Authority for 2016-17,
subsequent to the audit process undertaken by Wales Audit Office, appreciating Audit
Committee acts as the scrutiny function for the formal Accounts process prior to endorsement or
otherwise of the Statements to September full Council meeting.

The attention of the Audit Committee was drawn to the requirement to reduce the preparation
time for the final statement of accounts by one month over the next four years. The authority
has reduced its preparation time by three weeks already and will have to find just one week in
the remaining time. The Statements in relation to the Trust Funds, will follow at a future
meeting, once those audits has been completed.

This and the following item were considered together.

6. ISA260 Response to Accounts

The Wales Audit Officer (WAQ) presented the ISA260 response to the Statement of Accounts
noting that the results of the audit found that the format was as specified in Audit Standards and
reported that the Audit was complete apart from a final review of the WAO team’s work. The
audit had gone exceptionally well, and it was remarked that the accounts were received 21 days
ahead of the agreed deadline.
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Minutes of the meeting of Audit Committee held
at County Hall, The Rhadyr, Usk, NP15 1GA on Tuesday, 19th September, 2017 at 2.00
pm

The intention of the Auditor General to issue an unqualified audit report was confirmed. It was
explained that reasons for uncorrected misstatements were included in a letter of representation
and didn’t detract from the unqualified status. Some other misstatements and explanations are
also included that have been adjusted by management and some rounding errors will be
addressed from next year. It was suggested that it would be beneficial to utilise the CIPFA
disclosure checkilist.

Following presentation of the Audited Statement of Accounts and the ISA260 response,
guestions were invited

A Member asked if it was correct that the discounted cash flow of Morrisons lease (£1m) hadn’t
been accounted for or was incorrect in the accounts. In response it was explained that it was
reflected in the accounts as a deferred capital receipt as WAO had suggested that, as it was to
be paid over 25 years, effectively there was an implied interest rate and it was preferable that it
was reflected as £3m capital receipt and £1m interest. It was added that in cash terms, the
Council receives £4m with no adverse effect on the balance sheet. It was agreed that, as this
will be a standing item in the accounts for 25 years, it should be amended.

The Member asked if it was a flat line figure of £160,000K per annum for 25 years and if there
were any implications on external funding. It was answered that a revenue stream had been
converted to use for capital purposes and Committee Members were reminded that the
agreement was an upfront payment of £13.75m from Morrisons and a further £4m payable over
25 years.

Considering school budgets, WAO were asked if there was any risk in the council’s position
regarding school balances. It was noted that, in the previous financial year, six schools were in
deficit but at the end of the year approximately twenty eight schools were estimated to be in
deficit. It was highlighted that nine or ten schools had substantial surpluses.

It was clarified that the role of WAO is to evaluate the accounts to ensure that balances are
reported accurately. The committee were referred to the annual governance statement and
noted that periodic monitoring information is provided. The Member stated that there was an
overall surplus last year but a £600,000 deficit forecast for next year, and asked for possible
solutions.

The Head of Finance confirmed that Cabinet, and Children and Young People’s Select
Committee, have received a report regarding school balances and possible actions to improve
the situation next year. The report is publicly available.

It was agreed to provide information outside of the meeting to a Member to clarify strategic risk
assessment and added that the corporate strategic risk assessment is presented to Audit
Committee for detailed consideration periodically.

It was agreed to endorse the Audited Statement of Accounts 2016/17 for Full Council approval
and the ISA260 Response to the Accounts.

7. Internal Audit Progress Report 2017/18 Quarter 1

The Internal Audit Progress Report 2017/18 (Quarterl) was presented.
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Minutes of the meeting of Audit Committee held
at County Hall, The Rhadyr, Usk, NP15 1GA on Tuesday, 19th September, 2017 at 2.00
pm

The team has achieved 13% of the Audit Plan which is in line with last year’s performance.
Audit reports have been issued to service managers in draft within 8 days and 17 days for a
final report.

It was explained that in 2016/17 maintaining a full complement of staff impacted positively on
performance; 75% of the plan was achieved thus providing more assurance last year. In
response to a question, it was noted that special audit investigations cause additional pressure
and , whilst some time is planned, they are unpredictable in terms of time and resources. In
Quarter 1 the services of a former chief auditor were engaged to undertake one special
investigation.

The report was noted.

8. Review of Reserves Quarter 1

The report was presented and it was explained that earmarked reserves are created for a
specific purpose.

Committee Members were reminded of the financial planning assumption that levels of reserves
should be between 4-6% as a contingency for unplanned events; these exclude earmarked
reserves. It was explained that current levels of reserves are just over 5% noting that some
other councils hold larger reserves. However, it was noted that Welsh Government issues
regular advice that Councils should not hold large reserves in this period of austerity.

A Member commented that using earmarked reserves quicker than anticipated is not an issue
unless they are being used for a different purpose and asked for assurance that this was not
occurring. It was confirmed that this is not the case but that the purposes for some earmarked
reserves are quite wide. Last year it was possible to use the £884,000 surplus to replenish
some of the reserves under strain (e.g. redundancy and invest to redesign).

Regarding any budget surplus, it was queried if they are used to offset borrowing. It was
confirmed that they can often be used for the Council’s internal borrowing requirement before
considering a loan.

A Member asked about the overall schools fund and asked if it could be used by one school to
balance another school in deficit. It was explained that the collective deficit for all schools
necessitated the recent report to Cabinet, but added that individual schools have no control over
the combined fund.

It was questioned if this was an incentive for schools to behave in a different way but countered
that school reserves should provide flexibility to absorb any future volatility and should not be
used as core funding. It was agreed that settlements in the County are one of the worst in
Wales.

Regarding earmarked reserves, a Member asked if there was a need to firm up arrangements
that if an earmarked reserve is not used for its original purpose, it is returned to the general
reserves. The Head of Finance explained that a review was carried out 12-18 months ago,
when the use and application of each reserve was analysed. As a consequence processes
were tightened to ensure the Council uses reserves in the most effective way and to make the
necessary savings in the future.

The report was received for information.
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Minutes of the meeting of Audit Committee held

at County Hall, The Rhadyr, Usk, NP15 1GA on Tuesday, 19th September, 2017 at 2.00
pm

9. Revised Information Strategy

The Chief Officer, Resources introduced the report to revise and update the Information
Strategy. The purpose is to ensure the strategy is fit for purpose to safeguard the integrity and
security of our data while taking-steps towards becoming a truly data-led organisation to drive
effective decision making.

It was noted that the Information Governance Group, chaired by Senior Information Risk Owner
(SIRO) Mrs. T. Harry, will oversee delivery against the strategy. The proposed strategy has a 3
year timeframe with annual reviews.

Regarding data, and data protection, it was commented that Members are required to register
with the Information Commissioner's Office (ICO) and it was queried if all Members are
compliant. It was agreed to report on the position at the next meeting. It was further
commented that Members have been receiving subscription demands and reminders. It was
gueried if there was any delay in processing fee payments.

A Member asked about the management and storage of data particularly in respect of payments
and future payments. In response it was explained that there are a variety of storage methods
for different services including data being hosted by SRS, third party providers and The Cloud.
Work is in progress to map all systems to ensure the organisation is General Data Protection
Regulation (GDPR) ready.

It was further questioned if there are any residual payments to third party provider for services
and confirmed that it depends on the system in question, noting that sometimes a third party
provider is paid to host data as well as the application.

Regarding data protection, it was questioned if responsibility could be taken for all Members. In
response, it was explained that the registration also covers Members work with constituents and
has to be recorded accordingly. The registration is not just for a Member’s responsibilities as a
councillor requiring individual registration. It was agreed to check this point with the ICO.

A new and additional focus of the strategy was the enhancement of business insight and the
ability to make maximum use of data. For example, narrative information received can be
tagged and added to core themes to simplify analysis and identify patterns. Open and non-
personal data held will be put on the website to enhance better public accountability and be
more open to analysis by other developers and external bodies. By openly publishing location
data (e.g. coordinates for council buildings), companies producing apps and websites can use
the information which will adds civic value at no cost.

In response to a question, it was confirmed that councils are supported by Welsh Government
on open data as part of the Cardiff Capital Region City Deal to encourage easier interaction. In
term of compliance, there is consistency across Wales to comply with the GDPR. The approach
to using data and the digital programme is unique to Mon CC.

The Committee was satisfied that it had reviewed the Information Strategy which now proceeds
to Single Cabinet Member decision.

10. Annual Improvement Report 2016-17
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at County Hall, The Rhadyr, Usk, NP15 1GA on Tuesday, 19th September, 2017 at 2.00
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A Wales Audit Officer noted that this item was a summary of the work of WAO and other
regulators over a year, and previously supplied with responses from the Council, to provide an
overall statement on how likely it is that the Council will meet its statutory requirements.

It was concluded that the opinion of WAO is that the Council is likely to meet its statutory
requirements for continuous improvement provided it responds constructively and in a timely
manner to statutory recommendations.

The proposals for improvement have been supplied to authority as well as a report regarding
the safeguarding arrangements for the Kerbcraft scheme, a summary of work undertaken in the
Council, the summary annual audit letter from last year and national reports and
recommendations to local government.

It was responded that the Committee has seen the content of the report in detail individually and
received information on how the Council has responded to issues. Twice a year the Committee
receives a report of progress against improvement recommendations covering all of the activity
in report. More audit work proceeds through 2017/18 and there will be new reports later in the
year that will have responses. Such reports provide the opportunity to consider the
effectiveness of arrangements for improvement.

It was confirmed that the report is published on the WAO website. The Auditor General’s letter
is presented to Council.

Following presentation of the report, questions were invited:

It was noted that WAO commented that the Constitution was not up to date particularly the
Senior Leadership Team. Wales Audit Officers stated the expectation that the Constitution
should be a live document to ensure clear accountability. On behalf of the Council, it was
responded that Constitution amendments must be endorsed by County Council and it was
accepted that where senior management changes have occurred, it must be kept up to date to
ensure clear lines of delegation.

A Member queried progress with the three Kerbcraft scheme recommendations. It was
explained that there is a sliding scale of recommendations. Statutory recommendations were
issued for Kerbcraft and consequently warranted the attention of full Council. Council has
considered the recommendations and consequent actions accepting that this was a very
serious issue involving systems. Whereas no child was harmed the systems presented a risk to
children.

The Chair asked Officers to consider reporting all such recommendations and action to Audit
Committee for information, as the Kerbcraft matter had not previously been brought to Audit
Committee’s attention. The Committee received information that a preliminary internal review
was undertaken by the service area and a secondary review by the Internal Audit Team is in
progress. When concluded, recommendations will be made and actions taken accordingly. It
was explained that the report wouldn’t normally come to Audit Committee but to senior
management. Senior management can report back to Committee to provide assurance that
matters have been adequately addressed.

A Member queried if the council is confident that it can respond to all the recommendations. It
was responded that everything highlighted is analysed and responses made according to
availability of resources whilst prioritising front line services. It was added that Committee
members have opportunity to comment on and to challenge responses, if not considered
adequate.
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Minutes of the meeting of Audit Committee held
at County Hall, The Rhadyr, Usk, NP15 1GA on Tuesday, 19th September, 2017 at 2.00
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A Member observed that there was no reference to single member decisions in the Constitution
and requested that this point is checked. Assurance was provided that the Constitution is fit for
purpose and that single member decision is implied rather than explicitly referred to. Wales
Audit Officers stated that there is a variety of approaches across Wales and commented that it

would be expected that there would be some reference to single member decision to clarify
levels of decision - making.

It was noted that the Committee had considered the report.

11. Forward Work Programme

The Forward Work Programme was noted.

12. To note the date and time of the next meeting as Thursday 12th October 2017 at
2.00pm

The meeting ended at 3.25 pm

Page 7



This page is intentionally left blank

Page 8



Audit Committee Actions
19" September 2017

Agenda Iltem 5

Agenda ltem:

Subject

Officer

Outcome

4

Risks (Events)

Andrew Wathan

Outcomes of follow-up review to be
reported at October meeting

4

Implementation of Audit
committee
recommendations

Andrew Wathan

Chief Officer, CYP to be asked to
provide details of measures taken or
plans to address audit opinions —
report requested

Unsatisfactory Audit
Opinions

Andrew Wathan

Review of Historic audit opinions
(past two years) — Report in January
2018

Self-Assessment of Skills
and Treasury training

Mark Howcroft

Self-Assessment Form to be re-
circulated — completed/considered in
October meeting

Treasury Training: November
meeting

5/6

Audited statement of
accounts/ISA260 Response

Mark
Howcroft/Andrew
Wathan

Information to clarify strategic risk
assessment to be provided to CC. V.
Smith

Revised Information
Strategy

Tracey Harry

1) 19 of 43 County Councillors
currently registered with ICO through
local authority. There are issues with
ICO updating their information and
sending renewals unnecessarily so
more may be registered than they
have confirmed.

2) County Councillors should be
registered with the ICO due to the
access to information in their role.
However, they only need to be
registered once as an individual that
could cover many roles (e.g some
may already be registered through
town/community councils or other
positions they hold in the
community).

10

Annual Improvement report

Rob Tranter

For info Wales Audit opinion that
Constitution should be a live
document/reference to single
member decision
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1.2

2.1

2.2

2.3

3.1

3.2

Agenda Iltem 6

N

monmouthshire
COUNTY.COUNCIL

SUBJECT: INTERNAL AUDIT SECTION
CONTRACT PROCEDURE RULES -
EXEMPTIONS

DIRECTORATE: Chief Executives

MEETING: Audit Committee

DATE: 23" November 2017

DIVISION/WARDS AFFECTED: All

PURPOSE

To consider the adequacy and appropriateness of the exemption
process from the Authority’s Contract Procedure Rules since the last
report in December 2016.

To inform the Audit Committee of the number of waivers requested by
operational managers and to identify any non compliance with the
process or adverse trends.

RECOMMENDATION(S)

That the Audit Committee accepts and acknowledges the justifications
for the exemptions provided by operational officers.

If the justifications are not accepted, then consideration should be
given to calling in the respective operational officer and their respective
Head of Service to further account for the reasons why they could not
comply with the Council’s Contract Procedure Rules at the time of the
procurement.

That the Audit Committee receive an updated report in 6 months time
to include any further responses obtained by the Chief Internal Auditor.

KEY ISSUES

To ensure compliance with the Council’s Contract Procedure Rules in
the way goods, works and services are procured on behalf of the
Authority.

Reassurance that the exemption process from Contract Procedure

Rules is operating as intended by managers procuring goods, works or
services on behalf of the Authority.
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3.3

4.1

4.2

5.1

5.2

5.3

Some operational managers procuring goods, works and services on
behalf of the Authority may not be as familiar with Contract Procedure
Rules and the exemption process as they should be.

REASONS

Council approved the revised Contract Procedure Rules for
Monmouthshire County Council in April 2009. This was as a result of a
major update of the Council’'s former Contract Standing Orders which
incorporated compliance with the Procurement Strategy.

The previous report was presented to Audit Committee in December
2016. This report covers the period November 2016 to May 2017.

EXEMPTIONS - Background

Although the Contract Procedure Rules were written to ensure a
consistent and fair approach to how officers procure works, goods and
services on behalf of the Council, there will be occasions where full
compliance may not be appropriate. Provided there is sufficient
justification and appropriate approval for not following these rules then
that is permissible within the agreed policy.

Management need to ensure that the use of exemptions is proper and
they are not being used for convenience or to avoid following CPRs.
Exemptions from CPRs are therefore administered by Internal Audit,
although approvals are given by Heads of Service, Chief Officers and
or Cabinet Members.

The following table shows the requests for exemptions from CPRs
since the revised CPRs were approved by Council.

Period No’ of | Cumulative

exemption

requests
15t April 2009 315t August 2010 41 41
15t September 2010 | 315t August 2011 19 60
15t September 2011 | 315t August 2012 32 92
15t September 2012 31t March 2013 10 102
15t April 2013 318t October 2013 16* 117
15t November 2013 315t May 2014 15 132
15t June 2014 315t October 2014 9 141
15t November 2014 315t May 2015 33 174
15t June 2015 315t October 2015 5 179
15t November 2015 315t May 2016 15 194
15t June 2016 315t October 2016 13 207
15t November 2016 315t May 2017 15 222
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5.4

5.5

5.6

6.1

6.2

6.3

6.4

6.5

6.6

* (includes 111a) and 111b))

The majority of exemption forms have been returned to Internal Audit
although there are some which are still outstanding so it is not possible
to determine whether or not the correct procedures have been followed
in all cases.

This process will only capture the exemptions which have been
requested via and returned to Internal Audit.

The process is as follows:

Obtain a sequentially numbered exemption form from Internal Audit
Record the reason for requesting the exemption on the form

Obtain the appropriate level of approval

Return the fully signed off and approved form to Internal Audit

EXEMPTIONS — June 2016 to October 2016 [195 - 207]

Of the 13 requested exemptions, 5 were not originally returned to
Internal Audit. An update has previously been provided to Audit
Committee.

EXEMPTIONS — November 2016 to May 2017 [208-222]

Of the 15 requested exemptions, 9 have not been returned to Internal
Audit which means that it cannot be verified that they have been
correctly authorised. This is concerning as the expected process is not
being properly followed by all managers / Heads of Service.

All officers who request an exemption will be reminded to return the
form to Internal Audit by the Chief Internal Auditor.

5 out of 6 returned forms had been appropriately authorised. This is
reassuring in that the managers who are aware of the process are
following the correct process.

There was some confusion over the submission of Exemption Form
217; the original request was for the procurement of staging for the
Summer 2017 events, but when the form was returned to Internal
Audit, authorisation had been given to manage the whole events
programme. Therefore, the procurement for the staging had not been
correctly authorised.

More recently it has also been noted that some managers are sending
Exemption Forms to Internal Audit which have not been formally issued
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6.7

6.8

10.

which indicates a weakness in the control environment as the correct
process is not being followed.

Although Heads of Service and operational managers were made
aware of the revised Contract Procedure Rules at the time, the main
concern is that current operational managers may be non compliant
because they are not seeking the appropriate exemptions.

A list of all requests for CPR exemptions which have not been returned
to Internal Audit will be sent to Heads of Service to chase up a return to
the Chief Internal Auditor who will then verify that they have been
correctly authorised. The Chief Internal Auditor will then also remind all
Heads of Service of the correct procedure to follow when seeking an
exemption from the Council’s procurement rules.

RESOURCE IMPLICATIONS

None.

CONSULTEES

Head of Finance

Results of Consultation:

BACKGROUND PAPERS

Report to Council 2" April 2009 — Contract Procedure Rules

AUTHOR AND CONTACT DETAILS

Andrew Wathan, Chief Internal Auditor
Telephone: x.4243
Email: andrewwathan@monmouthshire.gov.uk
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Contract Procedure Rules

Exemption Forms Log

AUDIT COMMITTEE NOVEMBER 2017

CONTRACT PROCEDURE RULES - EXEMPTIONS

Period Exemption Ref
Report 1 Jan-11 [ April 2009 to 31 Aug 2010 1-41
Report 2 Nov-12 [ September 2010 to August 2011 42 - 60

September 2011 to August 2012 61 — 92
Report 3 May -13 | September 2012 to March 2013 93 - 102
Report 4 December -13 [ April 2013 to October 2013 103 - 117
Report 5 July 2014 | November 2103 to May 2014 118 - 132
Report 6 December 2014 [ June 2014 to October 2014 133 - 141
Report 7 July 2015 | November 2014 to May 2015 142 - 174
Report 8 December 2015 | June 2015 to October 2015 174 -179
Report 9 June 2016 | November 2015 to May 2016 180 -194
Report 10 | December 2016 | June 2016 to October 2016 195 - 207
Report 11 | November 2017 | November 2016 to May 2017 208 - 222

APPENDIX 1



9T abed

November 2016 to May 2017 [Exemptions 208 — 222]

Number

Requester

Details / comment

Estimated
Contract
Value £

Directorate

Date
Requested

Correctly
authorised

Date
Returned to
Internal Audit

Reason for exemption

208

Chris Price

Extension of existing
gulley emptying contract
which expired 31/10/16
pending re-tender
exercise. New contract
expected to be in place
from 1/4/17.

40,000

CEO

09/11/2016

209

Craig Williams

To extend the current
interim contract to
provide service
management and
practice development
support within Children’s
Services.

This looks as though
this is a second
extension of an original
contract which extends
for a longer period than
the original contract
period.

65,000

SCH

10/11/2016

23/11/2016

Urgent and specialised
provider

210

Deb Hill-
Howells

Redesign work to
establish new
Abergavenny
Community Hub at
Town Hall

99,603

ENT

17/11/2016




/T obed

Number

Requester

Details / comment

Estimated
Contract
Value £

Directorate

Date
Requested

Correctly
authorised

Date Returned
to Internal Audit

Reason for exemption

211

Steve Baldwin

Parsons Brinkerhoff used
as part of the Consultancy
Framework Service. MCC
has been using their
Geotechnical services for
a number of issues on the
A466 and we have done
various bits of
investigation and repair
works of which they have
detailed knowledge. We
have recently completed
repairs near to the old
Livox Quarry entrance but
at some point we may
require the road to be
realigned and we are in
the process of
undertaking further
investigations to allow
this to be investigated.

57,000

21/11/2016

Framework now ended but
require consistency of
supplier for road repairs.

212

Marie Bartlett

Feasibility study for new
swimming pool at
Monmouth as part of
Alternative Method of
Delivery work

70,000

ENT

13/12/2016

14/02/2017

Industry specialist - Alliance
Leisure




gT obed

Number

Requester

Details / comment

Estimated
Contract
Value £

Directorate
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213

Craig Williams

Link with 206: extension
Specialist fostering
consultant for Children’s
Services. The grounds
for the exemption
sought are in relation to
The Pollen Shop being
commissioned on an
urgent basis as a
‘specialist provider’.
The Pollen Shop are
being asked to provide
‘urgent’ additional
support, to increase the
pool of specialist foster
carers in
Monmouthshire and to
ensure that the full
financial and
operational benefits of
the project are achieved
in a timely manner.

over 26 weeks from 1-1-
7 to 30-6-17

13,200

SCH

14/12/2016

214

Karen Durrant
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215

Craig Williams

Further extension of
agreement with Back
Bone & Heart
Consulting Limited to
30/9/17 for provision of
interim support for
Children's Services
teams pending
permanent managerial
appointments. Original
agreement was covered
by exemption 192 and
this has previously been
extended by exemption
209.

62,883

SCH

20/01/2017

12/05/2017

Specialist provider

216

lan Hoccom

provision of technical
and project
management services
for construction of a
5MV solar farm - Oak
Grove Farm Crick

17,500

Resources

23/01/2017

Y

25/01/2017

specialist provider & WG
Funding

217

Dan Davies

Staging for series of
concerts in Caldicot
Castle

36,000

ENT

thc

N -
unsigned,
signed
copy
requested
16/3/17

09/03/2017

Specialist provider

218

Ruth Rourke

External Counters for
Countryside Service

30,000

ENT

17/02/2017
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219

Paul Keeble

Extension to contract with
Alan Griffiths for
construction work, phase
2 of the Abergavenny
Public Realm scheme

€.300k

CEO-Ops

10/03/2017

First extension of existing
contract, specialist provider

220

Mike Moran

2017 Summer Holiday
Playscheme

56,400

ENT

16/03/2017

22/03/2017

Specialist provider

221

Roger Hoggins

Contract for cleaning of
Tintern public
conveniences

5,000

CEO-Ops

03/04/2017

222

Steve Griffiths

Contract for energy
efficiency surveys of
houses. MCC has
secured WAG grant
funding to pay for this
work, which must be
completed by 30/6/17.

35,000

ENT

10/05/2017
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monmouthshire
COUNTY, € o8 NGIL

REPORT

SUBJECT: Monitoring of the Action Plan for Safeguarding Arrangements

Kerbcraft scheme

MEETING: Audit Committee
DATE: 239 November 2017
DIVISION/WARDS AFFECTED: Countywide

2.1

2.2

2.3

3.1

3.2

3.3

3.4

3.5

PURPOSE

To provide members with a report on the implementation of the Action Plan
approved by Council in March 2017 and performance measures in place.

RECOMMENDATIONS
That members note the action taken to date to implement the action plan.

That members note the performance measures in place and consider
whether further measures are appropriate.

That members approve receipt of a further update report in six months time
at which time members will decide what further reporting arrangements, if
any, they require in the future.

KEY ISSUES

On 20" March 2017 Council received the WAO report on the Safeguarding
scheme in Monmouthshire County Council and endorsed the action plan to
address the findings of the WAO report.

on the 7" July 2017 the Cabinet received a report titled ‘Update and
Approval of matters arising from the Action Plan — Safeguarding
arrangements — kerbcraft scheme.

Attached to the report to Cabinet were new procedures for the provision of
kerbcraft training which were approved by Cabinet.

Kerbcraft training commenced in September of this year in compliance with
the procedure and checklist approved by Cabinet on the 7™ July 2017.

Officers have investigated what information is appropriate to monitor the
performance of the scheme for officers of CYP and members. The kerbcraft
training is funded by and provided on behalf of Welsh Government. A
performance management pro forma is provided to WG on a quarterly basis
(appendix 1).
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3.6

3.7

3.8

3.9

4.1

The WG quarterly return will be collated on a six monthly basis and
submitted to this committee, CYP select committee and Cabinet. The return
will be supplemented by a further document indicating which schools have
received training and which are scheduled to receive training along with any
commentary received from schools, parents etc. relating to the kerbcraft
training (appendix 2).

The action plan requires the Audit Committee and Cabinet to assure
themselves that the performance of the scheme has improved and risks
reduced. To offer members this opportunity a further report will be submitted
to the audit Committee and Cabinet in six months time that provides a
review of progress of implementation of the action plan.

The Cabinet on the 7" July 2017 amended the recommendation that the
service transfer to CYP such that the service remains within the Highways
section(Traffic and Road Safety unit) but that robust reporting links be
created between the kerbcraft team and CYP colleagues.

A further report on implementation of the Action Plan will be presented to
CYP Select Committee along with the performance data which will
thereafter form the basis of annual performance reports to the committee (in
line with the action plan).

REASONS

This report continues the implementation of the Action Plan.
RESOURCE IMPLICATIONS:

None arising directly from this report.

FUTURE GENERATIONS and EQUALITY ASSESSMENT

This report progresses the implementation of the Action Plan. A FGEA was
submitted to Council on 20" March 2017 and to Cabinet on the 5% July
2017.

SAFEGUARDING ASSESSMENT:

The report provides members with an update on the implementation of the
Kerbcraft Action Plan developed subsequent to WAO highlighting concerns
about the adequacy of Safeguarding measures incorporated within the
earlier kerbcraft scheme.

CONSULTEES: CYP officers
BACKGROUND PAPERS:

Report to Council on the 20" March 2017
Report to Cabinet on the 7" July 2017

AUTHOR
Roger Hoggins, Head of Operations
CONTACT DETAILS: rogerhoqggins@monmouthshire.gov.uk
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Appendix 1

Performance Report - Financial Year 2017-2018

Annex A

One form should be completed for each grant (one for Road Safety Capital;

UE

one for Road Safety Revenue and one for Safe Routes in Communities) j‘-/;j‘()

Llywodraeth Cymru
Welsh Government

Grant (rs capital, RS Revenue, SRIC) | RS Revenue

This must be completed to show which grant the

report relates to.

Local Authority: Monmouthshire County Council
Project Manager Name Graham Kinsella
Details: Tel 01633 644873
Email grahamkinsella@monmouthshire.gov.uk
Period Covered by Report (quarterly) Qrt. 2 (July - September) 2017
Scheme Name
Allocation 2017-18 £56,000.00
Funding Committed to Date 2017-18 (eg purchase order placed, £23,537.40
contract let)
Estimated value* of works delivered on scheme in current £23,537.40

financial year:

This should be value of scheme delivered in the current FY. Should include
actual costs from months and assessed values in period

Estimated value* delivered in current reporting period: £12,471.02
This should be the assessed value delivered in the period of the report

* ‘Value’ is the extent/proportion of the project/work delivered. During the period this can be based on a
professional assessment, e.g. project valued at £50,000 is assessed at 75% gives a Value of £37,500

Progress in the current reporting period including key stages/milestones achieved.
Please provide sufficient information to describe progress with the scheme. Descriptions such as ‘On-site’,
‘Progressing’, are not satisfactory.

For Road Safety Revenue please provide numbers of those who have COMPLETED training within the period

Scheme Name

Description of progress

Kerbcraft Training provided in numerous schools throughout the County
resulting in the following training provided;
Total number trained or commenced training — 224
Total number trained (Skill 1) — 224
Total number trained (Skill 2) -0
Total number trained (Skill 3) — 200
Pass Plus Take up training in Qrt 2 is comparable with other Authorities with

10 candidates receiving training

National Cycle
Training

No training provided in Qrt2, external agencies to be bought in to
run programme in Q3/Q4
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Annex A

Motorcycle Training No training provided in Qrt2, promotion and bike safe to be
offered in Q3 and Q4.

Activities planned for next reporting period including key stages/milestones to be
achieved

Scheme Name Description of Planned Activities

Kerbcraft Skills 2 & 3 training to be completed, new training programme to
be commenced in allocated schools.

Pass Plus Provide Pass Plus training in line with the delivery programme

agreed with RCTCBC, where possible promote and encourage
100% take up of available training.

National Cycle Training | Source external agency to run programme with key schools.

Motorcycle Training Promote Bike safe

Risk Issues (describe nature of risk, likelihood, severity, impact and mitigation measures.
Specify significant risks under the relevant scheme name.)

Overall
Kerbcraft - Green Project/
Pass Plus - Green Activity
National Cycle Training - Amber (subject to resource issues Area Risk
being overcome) Status
Motorcycle Training - Amber (subject to Bike Train Wales
utilising funding to deliver more training) (RIA/G):

* RAG (Red, Amber, Green) Status Key:
Green On track
Amber Off track but progressing

- Serious problems to completion

To be completed by the Project Manager.
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Annex A

Date: 14/11/17
Completed By: Graham Kinsella
Signature:

Job Title: Traffic & Road Safety Manager
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Appendix 2

Kerbcraft Training Schedul

Current Schools (Completion Nov/Dec 17)

School Feedback

ARW

Castle Park
Deri View
Goytre
Kymin View
Osbaston
Undy

Ysgol y fin
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e & Feedback

Parent Feedback

Forward Program (Commence Jan 18)

Cantref

Durand

Llantilio Pertholey
Llanvihangel
OLsSM
Overmonnow
Pembroke

Usk
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Agenda Item 8

3

monmouthshire
COUNTY. COUNGIL

REPORT
SUBJECT: MID-YEAR TREASURY REPORT 2017/18
MEETING: Audit Committee
DATE: 239 November 2017

DIVISION/WARDS AFFECTED: Whole Authority

11

2.1

3.2

3.3

PURPOSE:

To provide an interim mid-year update on treasury management activity for
2017/18 in accordance with the Authority’s Treasury Management Strategy
Statement for 17/18.

RECOMMENDATIONS:

That Members review the treasury management activities in the first half of
2017/18 using this report and discuss with Officers any changes to the
process that should be considered for incorporation into the 2018/19
Treasury Management Strategy Statement.

KEY ISSUES:

Treasury Management is the management of the local authority’s
investments, borrowings and cash flows; its banking, money market and
capital market transactions; the effective control of the risks associated with
those activities and the pursuit of optimum performance consistent with
those risks.

The Treasury Management Code requires public sector authorities to
determine an annual Treasury Management Strategy and, as a minimum,
formally report on their treasury activities and arrangements at the mid-year
point and after the year-end. These reports enable those tasked with
implementing policies and undertaking transactions to demonstrate they
have properly fulfilled their responsibilities, and enable those with ultimate
responsibility/governance of the treasury management function to scrutinise
and assess its effectiveness and compliance with policies and objectives.

In November 2011 CIPFA released the revised Code of Practice for
Treasury Management in the Public Services and accompanying Guidance
Notes and the revised Prudential Code for Capital Finance in Local
Authorities. The WG has issued Guidance on Local Authority Investments
for Welsh authorities. These Codes/Guidance emphasise an appropriate
approach to risk management, particularly in relation to the security and
liquidity of invested funds. Authorities are required to demonstrate value for
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3.4

3.5

3.6

3.7

3.8

3.9

3.10

money when borrowing in advance of need and ensure the security of such
funds.

Audit Committee is identified as being the committee responsible for
reviewing reports on the treasury function, given its overarching role in
assessing the risk management arrangements for the Authority.

Revisions to the Treasury Management code and Prudential codes are
anticipated towards the end of this financial year. The main impact on the
Authority is the inclusion, under the umbrella of the Code, of Investment
Properties not just investments of cash. A revision to the 2018/19 Treasury
Strategy may be necessary should it not incorporate all the changes
required by the new Code.

A second Markets in Financial Instruments Directive (MiFID II) comes into
force on the 3 January 2017. The main impact for the Authority is that if we
do not ‘act up’ from being a Retail to being a Professional client of other
Financial Institutions, that we deal with, by January, we may not have
access to the Financial Institutions, including our Treasury management
advisors, Arlingclose, that we have now. This could limit our Treasury
management options. We are currently working towards Professional status.

The mid-year Treasury report for 2017/18 is attached as appendix 1.
Borrowing Activity

At 30" September 2017 the Authority held £105.3m of loans, an increase of
£16.0m from 315t March 2017. This is mainly due to the higher than normal
level of spend on the 215t Century School program during those 6 months
and the utilization of capital receipts and grants received before the 31%
March 2017 to finance these schemes.

The Authority’s chief objective when borrowing continues to be striking an
appropriately low risk balance between securing low interest costs from
short term loans and achieving cost certainty over the period for which funds
are required at a higher cost. The flexibility to renegotiate loans should the
Authority’s long-term plans change is a secondary objective. The £16m of
new loans since March 17 have all been short term loans so the % of
variable rate loans and hence interest rate exposure has increased during
the period.

Affordability and the “cost of carry” remained important influences on the
Authority’s borrowing strategy alongside the consideration that, for any
borrowing undertaken ahead of need, the proceeds would have to be
invested in the money markets at rates of interest significantly lower than
the cost of borrowing. As short-term interest rates have remained, and are
likely to remain for a significant period, lower than long-term rates, the
Authority determined it was more cost effective in the short-term to firstly
use internal resources (internal borrowing) and secondly borrow short-term
loans. However to maintain an acceptable level of certainty, it has been
agreed to take out £5m of 5 to 10 year borrowing in the second half of the
year.
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3.11

3.12

3.13

3.14

3.15

3.16

Investment Activity

The Authority held £4.4m of invested funds at 31st March 2017 & £7.2m at
30th September 2017, representing income received in advance of
expenditure plus balances and reserves held. Cashflow forecasts indicated
that during 2017/18 the Authority’s investment balances would remain at
this low level.

The security of capital has remained the Authority’s main investment
objective. This has been maintained by following the Authority’s
counterparty policy as set out in its Treasury Management Strategy
Statement for 2017/18.

Given the increasing risk and continued low returns from short-term
unsecured bank investments, the Authority will continue to assess its level
of diversification across investment counterparties and if necessary explore
more secure asset classes. Currently, the majority of the Authority’s surplus
cash is invested in short-term unsecured bank & building society deposits
including certificates of deposit, money market funds and also in WG
backed deposits and in other local authorities. This level of exposure is
considered satisfactory given the levels of investments we are holding.

The impact of the Financial Services (Banking Reform) Act 2013 is starting
to be felt. By January 2019, the largest UK banks must separate core retail
banking from investment banking. This ring-fencing of retail customers from
‘more risky’ investment activities will mean that there is a further choice of
counterparties for the Authority to deal with going forward each with benefits
and drawbacks. Our current account is with Barclays and they are
implementing this in January 2018. Monmouthshire’s bank account will be
outside the ring-fenced bank which is fine. We will respond to each bank as
the conditions of their split are announced and the credit worthiness of each
establishment if better understood.

The Authority’s treasury portfolio as at 30th September 2017 is illustrated in
the tables 2 & 3 in Appendix 1. This shows that the Authority held £105.3m
of external debt and £7.2m of investments, with a net borrowing position of
£98.1m.

2017/18 Revenue performance

Interest payable and similar charges are expecting to under spend by
£750,000, principally as a result of:

e A forecast saving of £550,000 due to total borrowing costs of MRP
and interest relating to new capital schemes not having the expected
impact in 2017/18 that was anticipated. The impact will emerge more
slowly over a few years.

e A forecast saving of £200,000 due to the overall level of borrowing

required reducing compared to that budgeted due to slippage in the
capital programme and grants being received in advance of need.
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3.17

3.18

3.19

4.1

5.1

Investment interest is expecting to be on target.

Minimum Revenue Provision (MRP) is expecting an underspend of £98,000,
principally as a result of:

e An underspend of £348,000 as MRP on the Solar farm, J&E block
and other smaller schemes will not be required till 2018/19

e Offset by an overspend of £250,000 as Set aside of capital receipts
did not occur in 2016/17 which was intended to reduce MRP payable
in 2017/18.

Prudential Indicators

The Authority can confirm that it has complied with its Prudential Indicators
for the first half of the 2017/18 financial year.

REASONS:

The Treasury Management Strategy for the Authority has been underpinned
by the adoption of the Chartered Institute of Public Finance and
Accountancy’s (CIPFA) Code of Practice on Treasury Management 2011,
which includes the requirement that members are informed of Treasury
Management activities at least twice a year. This report therefore ensures
this authority is embracing Best Practice in accordance with CIPFA’s
recommendations.

RESOURCE IMPLICATIONS:

There are no specific resource implications as a result of the
recommendations in this report. The resource implications of the Treasury
management strategy being implemented and the environment in which the
strategy is implemented are as outlined in points 3.17 to 3.19 above and in
the attached appendices.

CONSULTEES:

Technical performance report on matters of fact. No consultation
necessary.

BACKGROUND PAPERS:
Appendix 1 — Mid-Year Treasury Report 2017/18
AUTHOR:

Lesley Russell — Senior Accountant — Treasury & Fixed Assets
Jon Davies — Central Accountancy Finance Manager
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CONTACT DETAILS:

Tel: (01633) 644399
Email: lesleyrussell@monmouthshire.gov.uk

Tel: (01633) 644114
Email: jonathandavies2@monmouthshire.gov.uk
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APPENDIX 1

Detailed Treasury Management Mid-Year Report 2017/18

Introduction

In March 2005, the Authority adopted the Chartered Institute of Public Finance and Accountancy’s
Treasury Management in the Public Services: Code of Practice 2011 Edition (the CIPFA Code)
which requires the Authority to approve treasury management semi-annual and annual reports.

The Authority’s treasury management strategy for 2017/18 was approved at a meeting of the
council on 9™ March 2017. The Authority has borrowed and invested substantial sums of money
and is therefore exposed to financial risks including the loss of invested funds and the revenue
effect of changing interest rates. The successful identification, monitoring and control of risk are
therefore central to the Authority’s treasury management strategy.

External Context

Economic backdrop: Commodity prices fluctuated over the period with oil falling below $45 a
barrel before inching back up to $58 a barrel. UK Consumer Price Inflation (CPI) index rose with
the data print for August showing CPI at 2.9%, its highest since June 2013 as the fall in the value
of sterling following the June 2016 referendum result continued to feed through into higher
import prices. The new inflation measure CPIH, which includes owner occupiers’ housing costs,
was at 2.7%.

The unemployment rate fell to 4.3%, its lowest since May 1975, but the squeeze on consumers
intensified as average earnings grew at 2.5%, below the rate of inflation. Economic activity
expanded at a much slower pace as evidenced by Q1 and Q2 GDP growth of 0.2% and 0.3%
respectively. With the dominant services sector accounting for 79% of GDP, the strength of
consumer spending remains vital to growth, but with household savings falling and real wage
growth negative, there are concerns that these will be a constraint on economic activity in the
second half of calendar 2017.

The Bank of England made no change to monetary policy at its meetings in the first half of the
financial year. The vote to keep Bank Rate at 0.25% narrowed to 5-3 in June highlighting that
some MPC members were more concerned about rising inflation than the risks to growth. Although
at September’s meeting the Committee voted 7-2 in favour of keeping Bank Rate unchanged, the
MPC changed their rhetoric, implying a rise in Bank Rate in "the coming months". The
Council’s treasury advisor Arlingclose is not convinced the UK’s economic outlook justifies
such a move at this stage, but the Bank’s interpretation of the data seems to have shifted. By
the time you read this report the November Committee will have met and may have increased
rates.

In contrast, near-term global growth prospects improved. The US Federal Reserve increased its
target range of official interest rates in June for the second time in 2017 by 25bps (basis points)
to between 1% and 1.25% and, despite US inflation hitting a soft patch with core CPI at 1.7%, a
further similar increase is expected in its December 2017 meeting. The Fed also confirmed that it
would be starting a reversal of its vast Quantitative Easing programme and reduce the $4.2
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trillion of bonds it acquired by initially cutting the amount it reinvests by $10bn a month.

Geopolitical tensions escalated in August as the US and North Korea exchanged escalating verbal
threats over reports about enhancements in North Korea’s missile programme. The provocation
from both sides helped wipe off nearly $1 trillion from global equity markets but benefited safe-
haven assets such as gold, the US dollar and the Japanese yen. Tensions remained high, with
North Korea’s threat to fire missiles towards the US naval base in Guam, its recent missile tests
over Japan and a further testing of its latent nuclear capabilities.

Prime Minister Theresa May called an unscheduled General Election in June, to resolve
uncertainty but the surprise result has led to a minority Conservative government in coalition
with the Democratic Unionist Party. This clearly results in an enhanced level of political
uncertainty. Although the potential for a so-called hard Brexit is diminished, lack of clarity over
future trading partnerships, in particular future customs agreements with the rest of the EU
block, is denting business sentiment and investment. The reaction from the markets on the UK
election’s outcome was fairly muted, business confidence now hinges on the progress (or not) of
Brexit negotiations, the ultimate ‘divorce bill’ for the exit and whether new trade treaties and
customs arrangements are successfully concluded to the UK’s benefit.

In the face of a struggling economy and Brexit-related uncertainty, Arlingclose expects the Bank
of England to take only a very measured approach to any increase in interest rates. Any increase
will be gradual and limited as the interest rate backdrop will have to provide substantial support
to the UK economy through the Brexit transition.

Financial markets: Gilt yields displayed significant volatility over the six-month period with the
appearing change in sentiment in the Bank of England’s outlook for interest rates, the push-pull
from expectations of tapering of Quantitative Easing (QE) in the US and Europe and from
geopolitical tensions, which also had an impact. The yield on the 5-year gilts fell to 0.35% in mid-
June, but then rose to 0.80% by the end of September. The 10-year gilts similarly rose from their
lows of 0.93% to 1.38% at the end of the quarter, and those on 20-year gilts from 1.62% to 1.94%.

The FTSE 100 nevertheless powered away reaching a record high of 7548 in May but dropped back
to 7377 at the end of September. Money markets rates have remained low: 1-month, 3-month
and 12-month LIBID rates have averaged 0.25%, 0.30% and 0.65% over the period from January to
21st September.

Credit background: UK bank credit default swaps continued their downward trend, reaching
three-year lows by the end of June. Bank share prices have not moved in any particular pattern.

There were a few credit rating changes during the quarter. The significant change was the
downgrade by Moody’s to the UK sovereign rating in September from Aa1 to Aa2 which resulted in
subsequent downgrades to sub-sovereign entities including local authorities. Moody’s downgraded
Standard Chartered Bank’s long-term rating to A1 from Aa3 on the expectation that the bank’s
profitability will be lower following management’s efforts to de-risk their balance sheet. The
agency also affirmed Royal Bank of Scotland’s and NatWest’s long-term ratings at Baa1, placed
Lloyds Bank’s A1 rating on review for upgrade, revised the outlook of Santander UK plc, and
Nationwide and Coventry building societies from negative to stable but downgraded the long-term
rating of Leeds BS from A2 to A3. The agency downgraded long-term ratings of the major
Canadian banks on the expectation of a more challenging operating environment and the ratings
of the large Australian banks on its view of the rising risks from their exposure to the Australian
housing market and the elevated proportion of lending to residential property investors.
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S&P also revised Nordea Bank’s outlook to stable from negative, whilst affirming their long-term
rating at AA-. The agency also upgraded the long-term rating of ING Bank from A to A+.

Ring-fencing, which requires the larger UK banks to separate their core retail banking activity
from the rest of their business, is expected to be implemented within the next year. In May,
following Arlingclose’s advice, the Authority reduced the maximum duration of unsecured
investments with Bank of Scotland, HSBC Bank and Lloyds Bank from 13 months to 6 months as
until banks’ new structures are finally determined and published, the different credit risks of the
‘retail’ and ‘investment’ banks cannot be known for certain.

The new EU regulations for Money Market Funds were finally approved and published in July and
existing funds will have to be compliant by no later than 21st January 2019. The key features
include Low Volatility NAV (LVNAV) Money Market Funds which will be permitted to maintain a
constant dealing NAV, providing they meet strict new criteria and minimum liquidity
requirements. MMFs will not be prohibited from having an external fund rating (as had been
suggested in draft regulations). Arlingclose expects most of the short-term MMFs it recommends
to convert to the LVNAYV structure and awaits confirmation from each fund.

Regulatory Updates

MIiFID Ill: Local authorities are currently treated by regulated financial services firms as
professional clients who can “opt down” to be treated as retail clients instead. But from 3™
January 2018, as a result of the second Markets in Financial Instruments Directive (MiFID Il), local
authorities will be treated as retail clients who can “opt up” to be professional clients, providing
that they meet certain criteria. Regulated financial services firms include banks, brokers,
advisers, fund managers and custodians, but only where they are selling, arranging, advising or
managing designated investments. In order to opt up to professional, the authority must have an
investment balance of at least £10 million and the person authorised to make investment
decisions on behalf of the authority must have at least one year’s relevant professional
experience. In addition, the firm must assess that that person has the expertise, experience and
knowledge to make investment decisions and understand the risks involved.

The main additional protection for retail clients is a duty on the firm to ensure that the
investment is “suitable” for the client. However, local authorities are not protected by the
Financial Services Compensation Scheme nor are they eligible to complain to the Financial
Ombudsman Service whether they are retail or professional clients. It is also likely that retail
clients will face an increased cost and potentially restricted access to certain products including
money market funds, pooled funds, treasury bills, bonds, shares and to financial advice. The
Authority has declined to opt down to retail client status in the past as the costs were thought to
outweigh the benefits.

The Authority has not held a balance of £10 million in investments continuously for the last 12
months. It has held an average of £11.8m and a range from £1 million to £31 million. The lower
levels result from our policy to maximise internal borrowing and the cyclical nature of cash-flows.
The Authority is currently working towards a position where it carries a minimum of £10 million in
investments for the majority of the year from 3" January 2018 in order to meet all the conditions
to opt up to professional status to maintain our current MiFID status. A decision not to do so could
restrict our access not only to certain investment and loan products but also to a Treasury
Management advisor at an affordable cost.

CIPFA Consultation on Prudential and Treasury Management Codes: In February 2017 CIPFA
canvassed views on the relevance, adoption and practical application of the Treasury
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Management and Prudential Codes and after reviewing responses launched a further consultation
on changes to the codes in August with a deadline for responses of 30t September 2017.

The proposed changes to the Prudential Code include the production of a new high-level Capital
Strategy report to full council which will cover the basics of the capital programme and treasury
management. The prudential indicators for capital expenditure and the authorised borrowing
limit would be included in this report but other indicators may be delegated to another
committee. There are plans to drop certain prudential indicators, however local indicators are
recommended for ring fenced funds (including the HRA) and for group accounts. Other proposed
changes include applying the principles of the Code to subsidiaries.

Proposed changes to the Treasury Management Code include the potential for non-treasury
investments such as commercial investments in properties to be included in the definition of
“investments” as well as loans made or shares brought for service purposes. Another proposed
change is the inclusion of financial guarantees as instruments requiring risk management to be
addressed within the Treasury Management Strategy. Approval of the technical detail of the
Treasury Management Strategy may be delegated to a committee rather than needing approval of
full Council. There are also plans to drop or alter some of the current treasury management
indicators.

CIPFA intends to publish the two revised Codes towards the end of 2017 for implementation in
2018/19, although CIPFA plans to put transitional arrangements in place for reports that are
required to be approved before the start of the 2018/19 financial year. The Department of
Communities and Local Government (DCLG) and CIPFA wish to have a more rigorous framework in
place for the treatment of commercial investments as soon as is practical. It is understood that
DCLG will be revising its Investment Guidance (and its MRP guidance) for local authorities in
England; however there have been no discussions with the devolved administrations including
Wales yet.

Local Context

On 315t March 2017, the Authority had net borrowing of £84.9m arising from its revenue and
capital income and expenditure. The underlying need to borrow for capital purposes is measured
by the Capital Financing Requirement (CFR), while usable reserves and working capital are the
underlying resources available for investment. These factors are summarised in table 1 below.

Table 1: Balance Sheet Summary

31.3.17
Actual
£m

Total CFR 134.6
Less: Other debt liabilities * (1.9)
Borrowing CFR 132.7
Less: Usable reserves (35.0)
Less: Working capital (12.8)
Net borrowing 84.9

* finance leases, PFI liabilities and transferred debt that form part of the Authority’s total debt

The Authority’s current strategy is to maintain borrowing and investments below their underlying
levels, sometimes known as internal borrowing, in order to reduce risk and keep interest costs
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low. The treasury management position as at 30™ September 2017 and the change over the period

is show in table 2 below.

Table 2: Treasury Management Summary

31.3.17 30.9.17 30.9.17
Balance | Movement | Balance Rate
£m £m £m %
Long-term borrowing 70.3 0.0 70.3 3.9%
Short-term borrowing 19.0 16.0 35.0 0.5%
Total borrowing 89.3 16.0 105.3
Long-t i t t
ong-term 1Twes ments . . 0.0 0.0 0.0 NA
Short-term investments including 4.4 2.8 7.2 0.2%
overnight ’ )
Total investments 4.4 2.8 7.2
Net borrowing 84.9 13.2 98.1

Borrowing Strategy during the half year

At 30/9/2017 the Authority held £105.3m of loans, (an increase of £16.0m from 31/3/2017), as
part of its strategy for funding current and previous years’ capital programmes. The 30t
September 2017 borrowing position is show in table 3 below.

Table 3: Borrowing Position

30.9.17
31.3.17 30.9.17 | Weighted
Movement
Balance £ Balance average
m :
£m £m maturity
years
Public Works Loan Board 51.7 0.0 51.7 |
Banks (LOBO) 13.6 0.0 13.6 3.9%
WG Loans 5.0 0.0 5.0 |
Local authorities 19.0 16.0 35.0 0.5%
Total borrowing 89.3 16.0 105.3 2.8%

The Authority’s chief objective when borrowing has been to strike an appropriately low risk
balance between securing low interest costs and achieving cost certainty over the period for
which funds are required, with flexibility to renegotiate loans should the Authority’s long-term
plans change being a secondary objective.

In furtherance of these objectives, for the first half of the year, external borrowing was only
taken out when cash levels fell below a manageable level on a day to day basis. When cash was
too low, external borrowing was sourced via brokers from other Local Authorities and other
similar institutions for a range of maturities from 10 to 365 days. Existing long term loans were
allowed to mature without replacement. This strategy enabled the Authority to reduce net
borrowing costs (despite foregone investment income) and reduce overall treasury risk.

The “cost of carry” analysis performed by the Authority’s treasury management advisor
Arlingclose did not indicate any value in borrowing in advance for future years’ planned
expenditure and therefore none was taken.
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The Authority continues to hold £13.6m of LOBO (Lender’s Option Borrower’s Option) loans where
the lender has the option to propose an increase in the interest rate at set dates, following which
the Authority has the option to either accept the new rate or to repay the loan at no additional
cost. No banks exercised their option during the first half of 2017/18.

Other Debt Activity

Total debt other than borrowing stood at £1.9m on 30t September 2017, taking total gross debt
to £107.2m. The most significant elements are the outstanding balances on the Monnow Vale PFI
scheme (£0.8m) and Welsh Government Funds held by Monmouthshire CC pending lending onto
external parties (£0.7m).

Investment Activity

The Authority holds invested funds, representing income received in advance of expenditure plus
balances and reserves held. During the first half of 2017/18 the Authority’s investment balance
ranged between £3 million and £20 million due to timing differences between income and
expenditure. The investment position during the half year is shown in table 4 below.

Table 4: Investment Position

30.9.17 30.9.17

31.3.17 30.9.17 | Weighted | Weighted

Balance | Movement | Balance average average

£m £m £m rate maturity

%
Banks & building societies (unsecured) 1.0 0.1 1.1 0.26% 1 day
Government (incl. local authorities) 3.4 2.4 58 0.10% 1 day
Money Market Funds 0.0 0.3 0.3 0.16% 1 day
Total investments 4.4 2.8 7.2 0.2%

Both the CIPFA Code and government guidance require the Authority to invest its funds prudently,
and to have regard to the security and liquidity of its investments before seeking the highest rate
of return, or yield. The Authority’s objective when investing money is to strike an appropriate
balance between risk and return, minimising the risk of incurring losses from defaults and the risk
of receiving unsuitably low investment income.

Maximisation of internal borrowing means that only low levels of cash have been available for
investment. The cash is mainly held to cover expenditure within the next month so the cash is
held very short often in overnight investments. To ensure security and liquidity we have been
mainly using strong counterparties such as Barclays, Santander and UK Government and also
Money market funds which are diversified and therefore lower risk. The low yields are offset by
the savings from the cost of carry.

The progression of risk and return metrics are shown in the extracts from Arlingclose’s quarterly

investment benchmarking in table 5 below. Some Authorities are getting higher returns but that is
often due to their higher levels of cash to invest for longer.

Page 40 6




Table 5: Arlingclose Investment Benchmarking

Value Value
Weighted | Weighted Bail-in WAM* Rate of
Credit Credit Exposure (days) Return
Score Rating
31.03.2017 3.43 AA 23% 3 0.11%
30.06.2017 4.95 A+ 100% 1 0.25%
30.09.2017 3.72 AA- 32% 2 0.14%
Similar LAs 4.45 AA- 59% 96 0.29%
All LAs 4.44 AA- 64% 40 1.12%

*Weighted average maturity

Other Investment Activity

Although not currently classed as treasury management activities and therefore not covered by
the CIPFA Code, the Authority also held £46.3m of investments in directly owned properties at
the 30t September 2017. This represents an increase of £4.4m from the 315t March 2017 due to
our Solar Farm, a ‘Land & Buildings’ asset becoming operational.

The long held Investment properties generated investment income for the Authority after taking
account of direct costs of approximately 1% of asset values. The Solar Farm is expected to return
considerably more than this, much higher than the return earned on treasury investments, but
reflects the additional risks to the Authority of holding such an investment.

If CIPFA’s proposed amendments to the Treasury Management Code are adopted in the revised
Code from 2018/19, these will henceforth be included in the expanded definition of

“investments”.

Performance Report

The Authority measures the financial performance of its treasury management activities both in
terms of its impact on the revenue budget and also its relationship to benchmark interest rates

The Authority held £7.4m of investments at the 30th September 2017. So far this year, these have
earned £10,000 of income an average of 0.2% return on investments. This compares favourably
with the budget of £8,500 based on an average of £6m of investments earning 0.15%.

If we increase our investment levels to meet the minimum investment levels required by MiFID I,
as discussed above then this return could increase by 31t March 2018 but at the cost of additional
borrowing. This has not been assumed here.

The Authority’s budget for external debt interest was set at £3.1m with an additional £0.55m to
cover the borrowing costs for other anticipated capital expenditure. The current forecast for
external debt interest for 2017/18 is £2.9m against the budget of £3.1m. The average level of
short term and new debt during 2017/18 at budget setting was £39.5m. The forecast average at
this point is £34.5m resulting in the £0.2m saving against the main external debt budget. Only
limited borrowing has occurred as a result of the other anticipated capital expenditure to date so
this budget will also mainly be a saving in 2017/18. The largest variable remains the Future
schools programme. These costs will arise in later years, but currently a forecast saving of
£0.75m on external debt has been presumed.
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Compliance Report

On the 18™ April 2017, the balance held in Barclays, the Authority’s current account overnight
was £7.1m. This exceeds the amount allowed in the Treasury Strategy of £1.0m of total positive
balances. The reason was that this was a Council tax & NNDR payment date but a non-working day
for the Authority. This was known about in advance but due to the strong state of Barclays bank
at that time, this was considered to be an acceptable risk. Other than that, the Head of Finance
(5151 Officer) is pleased to report that all treasury management activities undertaken during the
first half of 2017/18 complied fully with the CIPFA Code of Practice and the Authority’s approved
Treasury Management Strategy. Compliance with specific investment limits is demonstrated in

table 6 below.

Table 6: Investment Limits per Counterparty

H1 30.9.17 2017/18
Maximum Actual Limit Complied
£m £m £m
Unsecured Investments in institutions with lowest
credit rating of A- OR groups of institutions under 2.0 0.85 2.0 4
the same management, except UK Government
Secured Investments as above 0.0 0.0 4.0 v
Money Market Funds 2.0 0.2 213{,}(1 4
Local Authorities 0.0 0.0 2 or 10%
Investments held in a broker’s nominee account 0.0 0.0 1500;r v
Foreign countries 0.0 0.0 4.0 4
Registered Providers 0.0 0.0 2.0 v
Non-specified investments 0.0 0.0 10.0 v
Any other limits specified in the 2017/18 Treasury v
Strategy

Compliance with the authorised limit and operational boundary for external debt is demonstrated

in table 8 below.

Table 7: Debt Limits

H1 30.9.17 2017{18 2017/.18
. Operational | Authorised .
Maximum Actual Boundary Limit Complied
Borrowing 105.3 105.3 127.2 147.4 v
PFl & finance leases 1.9 1.9 1.2 2.7 v #
Total debt 107.2 107.2 128.4 150.1 v

# Since the operational boundary is a management tool for in-year monitoring it is not significant
if the operational boundary is breached on occasions due to variations in cash flow, and this is not

counted as a compliance failure.
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Treasury Management Indicators

The Authority measures and manages its exposures to treasury management risks using the
following indicators.

Security: The Authority has adopted a voluntary measure of its exposure to credit risk by
monitoring the value-weighted average credit rating of its investment portfolio. This is
calculated by applying a score to each investment (AAA=1, AA+=2, etc.) and taking the arithmetic
average, weighted by the size of each investment. Unrated investments are assighed a score
based on their perceived risk.

30.9.17 2017/18 Complied
Actual Target P
Portfolio average credit rating AA- A- v

Liquidity: The Authority has adopted a voluntary measure of its exposure to liquidity risk.

Where cash is forecast to drop below £2m in the following 5 working days, additional short

term borrowing should be taken out. Where cash falls below £1m this should be reported

to the 5151 officer or deputy. In the first 6 months of this year the overnight cash deposits did not
fall below £2 million.

Interest Rate Exposures: This indicator is set to control the Authority’s exposure to interest rate
risk. These are the upper limits on fixed and variable interest rate exposures, expressed as the
amount of principal borrowed less the principal Invested:

2017/18
30.9.17 .
Actual Uppgr Complied
Limit
Fixed interest rate exposure £51.8m £100m v
Variable interest rate exposure £41.3m £58m v

Fixed rate investments and borrowings are those where the rate of interest is fixed for at least 12
months, measured from the start of the financial year or the transaction date if later. All other
instruments are classed as variable rate.

Maturity Structure of Borrowing: This indicator is set to control the Authority’s exposure to
refinancing risk. The upper and lower limits on the maturity structure of fixed rate borrowing for
2017/18 were:

30.9.17 Upper Lower
Actual Limit Limit Complied
% - £m % %
Under 12 months - LOBO’s 28% £14m
50 0 v
Under 12 months - Other 1% £0.5m
12 months and within 24 months 3% £2m 25 0 v
24 months and within 5 years 3% £2m 45 0 4
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5 years and within 10 years 21% £10m 30 0 v
10 years and above 44% £21m 100 0 v

Total 100% £48m

Time periods start on the first day of each financial year. The maturity date of borrowing is the
earliest date on which the lender can demand repayment.

Principal Sums Invested for Periods Longer than 364 days: The purpose of this indicator is to
control the Authority’s exposure to the risk of incurring losses by seeking early repayment of its
investments. The limits on the long-term principal sum invested to final maturities beyond the
period end were:

2017/18
Actual principal invested beyond year end £0.0m
Limit on principal invested beyond year end £5.0m
Complied 4

Outlook for the remainder of 2017/18

The UK economy faces a challenging outlook as the minority government continues to negotiate
the country's exit from the European Union. Both consumer and business confidence remain
subdued. Household consumption growth, the driver of UK GDP growth, has softened following a
contraction in real wages. Savings rates are at an all-time low and real earnings growth (i.e after
inflation) struggles in the face of higher inflation.

The Bank of England’s Monetary Policy Committee has changed its rhetoric, implying a rise in
Bank Rate in "the coming months". Arlingclose is not convinced the UK’s economic outlook
justifies such a move at this stage, but the Bank’s interpretation of the data seems to have
shifted.

This decision is still very data dependant and Arlingclose is, for now, maintaining its central case
for Bank Rate at 0.25% whilst introducing near-term upside risks to the forecast as shown below.
Arlingclose’s central case is for gilt yields to remain broadly stable across the medium term, but
there may be near term volatility due to shifts in interest rate expectations.

Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20

Official Bank Rate

Upside risk 0.25 0.25 0.25 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Arlingclose Central Case 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
Downside risk 0.00 0.00 0.00 0.00 0.00 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
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Agenda Item 9

N

monmouthshire
COUNTY.COUNCIL

SUBJECT: INTERNAL AUDIT SECTION
PROGRESS REPORT 6 Months into 2017/18

DIRECTORATE: Resources
MEETING: Audit Committee
DATE: 23"d November 2017
DIVISION/WARDS AFFECTED: All

PURPOSE

To consider the adequacy of the internal control environment within the
Council based on the outcomes of audit reviews and subsequent
opinions issued to the 30" September 2017.

To consider the performance of the Internal Audit Section over the first
6 months of the current financial year.

RECOMMENDATION(S)

That the Committee note the audit opinions issued.

That the Committee note the progress made by the Section towards
meeting the 2017/18 Operational Audit Plan and the Section’s
performance indicators at the six months stage of the financial year.

KEY ISSUES

The Section has started to undertake its programme of audits in
accordance  with the 2017/18 Operational Audit Plan.

This report gives brief details of the work undertaken in the year to
date. The report also gives details of the Section’s performance
indicators for the 6 months to 30" September 2017.

The Public Sector Internal Audit Standards came into force in April
2013 which the Internal Audit team needs to demonstrate it is
compliant with; these replaced the former Code of Practice for Internal
Audit within Local Government. The new standards have been
reported to the Audit Committee separately.

A requirement of the PSIAS is for the Internal Audit team to be

externally assessed once every five years to ensure compliance with
these Standards. The Welsh Chief Auditors’ Group proposed an option
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of a peer review in order to meet the requirements of this external
assessment, which has been agreed by respective S 151 Officers of
local authorities in Wales. Monmouthshire’s peer review will take place
during 2017/18.

The 2017/18 Draft Audit Plan was agreed by the Audit Committee on
16" March 2017; final approved on 6™ July 2017.

REASONS

Since the start of the financial year, the Internal Audit Section has
completed 22 audit jobs from its 2017/18 Operational Audit Plan, with 2
being opinion related; these are listed in the table shown in Appendix 1.

In relation to the normal audit opinion related reports, 2 have been
issued by the end of the 2" Quarter. Chepstow School was given a
Considerable assurance opinion; the Borough Theatre was given a
Limited assurance opinion. One report related to the annual
governance statement where no opinion was given, but this forms part
of the Council’s annual financial statements and financial advice was
given in several areas. The team were involved with auditing grant
claims which they have certified as either qualified or unqualified.

The definitions of the four internal audit opinions and the finding ratings
used by the Section are provided at Appendix 2 for Members’
information.

Finalisation work from 2016/17 continues; of the 19 reviews at draft
report stage at 31 March 2017, 6 have subsequently been finalised; 1 x
Substantial opinion, 3 x Considerable opinion, 1x Reasonable opinion,
1 x no opinion.

Audit management have also been involved with 4 special
investigations to date this year, some of which have continued from
2016/17; these are often very sensitive and time consuming. Work has
been undertaken on 1 unplanned area, providing additional advice and
support for service managers.

Appendix 3 of the report gives details of the Section’s performance
indicators as at 30" September 2017.

Although only 8 audit reviews have been finalised, the acceptance of
audit recommendations was good at 99%. Evaluation questionnaires
have only been returned from one operational manager the data is not
representative in terms of how satisfied they were with the audit service
they had received.

Draft reports have taken 21 days to issue following receipt of
management comments. It has taken 16 days to issue final reports.
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Getting audit reports out to service managers are key indicators. The
audit management will endeavour to continue to turnaround the work
within the target time set for draft and final reports.

The percentage coverage of the audit plan at 23% (33% 2016/17) is
lower than the same period of the previous year and below the profiled
target of 30% at this stage of the financial year. Management will keep
this indicator under careful review for the rest of the year to ensure that
the audit coverage by the year end is as comprehensive as possible.
The operational plan will be re-prioritised to ensure the higher risk
areas are covered by the year end if resources become an issue again.

The team started the year with a full complement of staff in the team.

In Quarter 1 the team get involved with the verification and validation of
the Council’s annual performance indicators before they are submitted
to Welsh Government. This is often a time consuming exercise with
tight timescales. The team are also involved with the administration of
the National Fraud Initiative (NFI) data sets on behalf of the Council.

SERVICE MANAGEMENT RESPONSIBILITIES

Heads of Service and service managers are responsible for addressing
any weaknesses identified in internal systems and demonstrate this by
including their management responses within the audit reports. When
management agree the audit action plans they are accepting
responsibility for addressing the issues identified within the agreed
timescales.

Ultimately, managers within MCC are responsible for maintaining
adequate internal controls within the systems they operate and for
ensuring compliance with Council policies and procedures. All reports,
once finalised, are sent to the respective Heads of Service for
information and appropriate action where necessary.

FOLLOW UP AUDIT REVIEWS

Where ‘Limited Assurance’ opinions are issued, they are followed up
within a twelve month timescale to ensure that the agreed actions have
been taken by management and that the internal control systems are
improved. These will be reported separately to the Audit Committee.

RESOURCE IMPLICATIONS

None.

CONSULTEES
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10.

Head of Finance

Results of Consultation:

N/A
BACKGROUND PAPERS

Operational Audit Plan 2017/18

AUTHORS AND CONTACT DETAILS

Andrew Wathan, Chief Internal Auditor
Telephone: x.4243
Email: andrewwathan@ monmouthshire.gov.uk

David Walton, Audit Manager
Telephone: x.4258
Email: davewalton@ monmouthshire.gov.uk
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AUDIT COMMITTEE NOVEMBER 2017

INTERNAL AUDIT SECTION PROGRESS REPORT
2017/18 — 6 MONTHS

APPENDIX 1

Internal Audit reviews from the 2017/18 Operational Audit Plan where
fieldwork has been completed and/or final reports issued since 1/4/17 are
listed in the table below.

Internal Control Opinions give the auditor’s overall conclusion on the control
environment operating in each system/establishment under review. Opinions
range from Substantial Assurance through to Limited Assurance.

Draft issued indicates that a draft report has been issued and a response is
awaited from the client before the report can be finalised.

Status of reports as at 30 September 2017

Internal Audit Services - Management Information for
2017/18 — Quarter 2

Job et Opinion
Directorate Service Job Name Rating / P
number . given
Priority
P1718/33 | Children & Schools Chepstow School High Considerable
Young People
P1718/04 | Enterprise Tourism, Leisure & | Borough Theatre Trust High Limited
Culture
P1718/21 | Children & Achievement & Education Improvement Medium | Qualified
Young People Extended Services Grant
P1718/22 | Children & Achievement & Pupil Deprivation Grant Low Qualified
Young People Extended Services
P1718/01 | Enterprise Economy and Agri-Urban URBACT Low Unqualified
Enterprise Scheme June 2017
P1718/23 | Children & Achievement & Outside School Childcare | Low Unqualified
Young People Extended Services Grant
P1718/38 | Children & CYP Resources School Uniform Grant Low Unqualified
Young People
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Non — opinion / Added Value Audit Work

— Directorate Service Job Name Qplnlon
number given

P1718/03 | Enterprise Economy and Enterprise | Audit Advice Not
applicable

P1718/10 | Enterprise Tourism, Leisure & Audit Advice Not
Culture applicable

P1718/37 | Children & Schools Audit Advice Not
Young People applicable

P1718/40 | Children & CYP Resources Audit Advice Not
Young People applicable

P1718/43 | Operations SWTRA & Street SWTRA Agreement Not
Lighting applicable

P1718/51 | Operations Property Services & Audit Advice Not
Facilities applicable

P1718/53 | Operations Waste and Street Audit Advice Not
Operations applicable

P1718/61 | Resources People & Information Audit Advice Not
Governance applicable

P1718/72 | Resources Finance Audit Advice Not
applicable

P1718/75 | Resources Community-led Delivery | Audit Advice Not
applicable

P1718/79 | Social Care & Integrated Services Audit Advice Not
Health applicable

P1718/81 | Social Care & Children's Services Audit Advice Not
Health applicable

P1718/85 | Social Care & Social Care & Health Audit Advice Not
Health Finance Unit applicable

P1718/87 | Corporate Cross Cutting Annual Governance Not
Statement applicable

P1718/95 | Corporate Cross Cutting Future Monmouthshire | Not
Audit Advice applicable
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APPENDIX 2

Internal Audit Opinions

Each report contains an opinion which is an overall assessment of the control
environment reviewed. Opinions were revised during 2015/16 to reflect a better
understanding of the level of assurance given. The full list of audit opinions to be
used from 2016/17 onwards is shown below:

CONSIDERABLE

Considerable level of assurance

Generally well controlled, although some risks identified which should
be addressed.

REASONABLE

Reasonable level of assurance.

Adequately controlled, although risks identified which could
compromise the overall control environment. Improvements required.

The table below summarises the finding ratings used during our audits:

RATING RISK DESCRIPTION IMPACT

(Important) — Risk identified that requires attention.

2 Moderate Risks identified which are not business critical but
which require management attention as soon as
possible.

(Minimal) — Low risk partially mitigated but should
still be addressed.

3 Minor

Audit comments highlight a suggestion or idea that
management may want to consider.
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For grant claim audits:

Ungqualified opinion - the terms and conditions of the grant were generally complied
with;

Qualified opinion - the terms and conditions of the grant were not fully complied with;
the identified breaches of terms and conditions will be reported to the grantor and
internally to relevant Head of Service/Chief Officer.
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AUDIT COMMITTEE NOVEMBER 2017

INTERNAL AUDIT SECTION PROGRESS REPORT
2017/18 — 6 MONTHS
APPENDIX 3
Performance Indicators

2016/17 Q1 Q2 Q3 Q4 Target

1 | Percentage of planned audits | 13% 33% 42% 75% (80% pa)
completed

2 | Percentage of audits completed | 0% 56% 40% 55% 60%
within planned time

3 | Average no. of days from audit |3 30 39 22 12 days
closing meeting to issue of a draft | days | days | days | days
report

4 | Average no. of days from receipt of | 12 30 20 11 5 days

response to draft report to issue of | days | days |days | days
the final report

5 | Percentage of recommendations | 100% | 98% 98% 98% 90%
made that were accepted by the
clients

6 | Percentage of clients at least | N/A 100% | 100% | 100% | 90%
‘satisfied’ by audit process

7 | Percentage of directly chargeable | 102% | 103% | 102% | 107% | 100%
time (actual v planned)

8 | Number of special investigations 2 4 5 6
2017/18 Q1 Q2 Q3 Q4 |Target

1 | Percentage of planned audits | 13% 23% 30%
completed (80% pa)

2 | Percentage of audits completed | 0% 0% 60%
within planned time

3 | Average no. of days from audit |8 21 12 days
closing meeting to issue of a draft | days | days
report

4 | Average no. of days from receipt of | 17 16 5 days

response to draft report to issue of | days | days
the final report

5 | Percentage of recommendations | 98% 99%
made that were accepted by the 90%
clients

6 | Percentage of clients at least| 100% | 100% 90%
‘satisfied’ by audit process

7 | Percentage of directly chargeable | 102% | 108% 100%
time (actual v planned)

8 | Number of special investigations 4 4

N /A — not available
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Agenda ltem 10

SUBJECT: Overview of Performance Management Arrangements
MEETING: Audit Committee

DATE: 23'Y November 2017

DIVISIONS/WARDS AFFECTED: All

1 PURPOSE
1.1 To ensure that members understand the Council’s performance framework

1.2  To present an update on the effectiveness of the authority’s performance
management arrangements.

2 RECOMMENDATIONS:

2.1 Members familiarise themselves with the council’'s performance framework to
ensure that they understand the parts of the system that must work together to
deliver improvement.

2.2  That members use the update provided to seek assurance on the operation of
the authority’s performance management arrangements and identify any areas
where they feel action needs to be taken or further information provided.

3. KEY ISSUES:

3.1 Performance Management is about establishing a shared understanding of
what needs to be achieved and making sure that it happens. The council
currently has an established performance framework, this is the way in which
we translate our purpose - building sustainable and resilient communities - into
action and ensure that everyone is pulling in the same direction to deliver real
and tangible outcomes. This is shown at appendix 2. Further information on the
council’s performance framework is available on The Hub.

3.2  Our performance framework:

e Translates our purpose into a series of well-being objectives that are our
focus for improving well-being in the county.

e Places an expectation on teams to translate these into specific, measurable
actions in their service plans.

e Contains a broad range of data to monitor impact and measure the
performance of services.

¢ Requires employees to receive regular appraisal to demonstrate how they
are contributing to the objectives

e There are some other key processes that are part of and/or facilitate
aspects of the framework, including the Whole Authority Strategic Risk
Assessment and self-evaluation arrangements.

3.3  Over the coming years the shape of public services in Wales is likely to change
significantly influenced by two very significant pieces of Welsh legislation, The
Well-being of Future Generations Act and The Social Services and Well-being
Act, as well as financial pressures, demographic changes, changes in customer
needs and expectations and regulatory and policy changes. Services need to
continue to think more about the long-term, work better with people and
communities, look to prevent problems before they arise and take a more
joined-up approach.

1
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3.5

3.6

3.7

3.8

The Council’s performance framework will need to continue to evolve to reflect
this. A recent revision has been the requirement to produce the council’s well-
being objectives and statement as required by the Future Generations Act. This
is available on www.monmouthshire.gov.uk/improvement. The development of
a Corporate Plan and subsequent supporting strategies as agreed by Cabinet
in October will also be reflected in the framework.

Appendix 1 provides an appraisal of the arrangements that make up the
framework to ensure that Audit Committee are able to take an overview of their
effectiveness. Each arrangement has been scored based on the Council’s Self-
evaluation framework, Level 6 Excellent, Level 5 Very Good, Level 4 Good,
Level 3 Adequate, Level 2 Weak, and Level 1 Unsatisfactory. The committee
last received an update on performance management arrangements in
December 2016.

We also place reliance on regulatory assessments as a vital part of our
framework. In particular these are: the Wales Audit Office (WAO) who examine
the authority’s corporate arrangements; Estyn in relation to education provision
and the Care and Social Services Inspectorate for Wales in relation to social
services. Where applicable the most recent findings of regulatory work have
been factored into the appraisal of arrangements.

Audit Committee receive relevant reports produced by our regulators
throughout the year, which include any further areas of the council’s
arrangements where it is considered the authority needs to take action in
response. The reports relevant to the WAO performance audit work programme
are consolidated within the Proposal for Improvement updates provided to the
committee.

As part of the framework for the development of a Corporate Plan and enabling
strategies agreed by Cabinet in October 2017, Cabinet agreed an annual report
on the continued effectiveness of the council’s strategic planning framework,
ensuring the necessary checks and balances are in place around monitoring,
evaluation, decision-making and policy-making will be prepared and received
by Audit Committee.

RESOURCE IMPLICATIONS

There are no additional resource implications as a result of this report.
However, there may be resource implications in undertaking further actions as
directed by Senior Leadership Team or as recommended by the Audit
Committee.

AUTHORS:
Richard Jones, Policy and Performance Officer

CONTACT DETAILS:
e-mail: richardjones@monmouthshire.gov.uk
Telephone: 01633 740733/ Mobile: 078 2355 3480
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Appendix 1 - appraisal of performance management arrangements

Improvement Plan
Purpose: The Council has a responsibility under the Well-being of Future Generations (Wales) Act 2015 to set well-being objectives. To achieve this we
must:
e Set and publish well-being objectives by 31st March 2017
e Take all reasonable steps to meet those objectives
e Publish a statement about well-being objectives
e Detail arrangements to publish an annual report of progress

The Council is still required under the Local Government (Wales) Measure 2009 to set annual Improvement Objectives and produce an
Improvement Plan. Welsh Government is consulting on a proposal to repeal Part 1 of the Measure which would remove this requirement in
future years.

AEITEVES [ evel 4 - Good

Score:

Position Following discussions with regulators and the WLGA it was deemed sensible to combine the two requirements to produce well-being
MEEUEEE objectives and set annual improvement objectives in a single set of clear objectives. The Council’s Well-being Objectives and Statement were
(17 published in March 2017 and brought together the latest evidence from the draft well-being assessment, policy and legislation to set out how

we will strive to deliver a public service that meets the needs of the present without compromising the ability of future generations to meet
their own needs. The objectives are:

In order to meet the legislative requirement of approving and publishing the Well-being Objectives by 31st March 2017, further details on
actions that will be taken to deliver the objectives and metrics to evaluate progress were still being developed to follow the Council elections
in May 2017. The detail on the steps that are proposed to deliver the objectives and metrics to evaluate progress are being developed as part
of a new Corporate Plan for the council, which will presented to Cabinet and subsequently to Council. Following the publication of the Well-
being Objectives, Wales Audit Office issued a certificate of compliance to confirm that the council has discharged its duties to prepare and
publish an Improvement Plan in accordance with statutory requirements.

The impact of these arrangements and progress made on the well-being objectives will be determined when the annual report of progress is
produced in 2018.




2016/17 was the last year we produced an Improvement Plan. The final plan reviewing performance in 2016/17 was published in October
2017. The Wales Audit Office have issued a certificate of compliance stating the council has discharged its improvement reporting duties
through this plan. The evaluation identifies areas where we are performing well and areas that still require improvement that will inform our
future plans. Based on the performance achieved and impact made three Improvement Objectives were scored as “level 4 —good”:
Objective 1 - We will improve at all key stages of education

Objective 2 - We will safeguard people, whether young or old, while reducing peoples dependence on social care

Objective 4 - Maintaining locally accessible services

Two objectives were scored as “level 3 — adequate”:
Objective 3 - We want to enable our county to thrive
Objective 5 - We want to be an efficient, effective and sustainable organisation

LGRS Develop a whole-authority strategic plan or ‘Corporate Plan’ which will contain the Medium Term Financial Plan.

actions Detail the steps that are proposed to deliver the well-being objectives and identify metrics to evaluate progress.




Service Plans

Purpose: Each service sets a Service Plan (also called business plan) annually. Service planning and regularly evaluating our performance is
fundamental to how we operate and allows services to plan for the future, assess what went well, learn from what didn’t and assess the
impact the service has made on people and places of Monmouthshire. Service Plans ensure clear alignment between the council’s priorities
and objectives and detail actions the service will be undertaking, performance measures of the service across four key quadrants of staff;
finance; processes and outcomes and the management of risks facing the service.

Evaluation | q

Score: Level 4 - Goo

Position Service planning is based on principles that services must comply with in their plans, the principles are based on five key areas: Evaluate,

W OTEWLETER [ink, Action, Data and Risk. The principles were revised as part of the 2017/18 planning process including reemphasising the importance of
2017 incorporating responsibilities under the Well-being of Future Generations Act and giving consideration to the design principles of Future

Monmouthshire, as well as reflecting feedback from the previous year’s process.

The plans are corporately appraised by the Policy and Performance team and feedback and assistance is provided to services, where
q required or requested, to improve the quality of plan. The plans are available on The Hub and are accessible to all officers and members
providing increased transparency of progress and clear alignment for teams to the vision and strategic direction of the organisation.
Performance against the service plans is assessed quarterly by services. The majority of plans continue to provide clarity and focus of the
service’s activity, although there remains variability in the overall quality of some plans. The timeliness of completing plans and quarterly
updates is an area that continues to require improvement to ensure timely evaluation of progress and performance.

Previous proposals for improvement from Wales Audit Office have continued to be addressed including a requirement to set out clearly the
financial implications of the council’s service changes within service improvement plans, which has been reinforced through services being
required to incorporate the plans to deliver future financial savings within service plans to monitor the progress and impact of these.

In October 2017 Cabinet approved the framework, which is in line with design principles of Future Monmouthshire, for the development of
a whole authority ‘Corporate Plan’, which will frame and contain the MTFP and inform and shape a whole set of enabling and delivery plans
around People; Digital and Customers, Assets and Commercial; Social Justice and Well-being and Enterprise and Economic Development.
The service planning arrangements of the council will be reviewed to align to the corporate plan and support its delivery.

Key future

actions Review the council’s service planning arrangements to support the delivery of the corporate plan and enabling plans.
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Performance data and information is essential to our performance framework. This comprises of nationally set performance indicators and
locally set indicators that services have developed to measure the impact of their service.

All staff and members need to regularly access and use performance and analysis of performance effectively and efficiently to evaluate the
performance of a service.
Level 4 — Good

The data quality process continues to be strengthened and was amended in 2017 to take account of previous audit feedback and allocate
Internal Audit time to examine the systems producing the data as well as the data outputs.

Internal guidance notes on completing national and local performance indicators are produced setting clear requirements for data
compilers, these were updated and used to inform the submission of national performance data for 2016/17. There is continued support
from the Policy and Performance team with a specific and clearly defined role for Internal Audit to quality assure data. In 2016 the audit of
nationally and locally set indicators was given an internal audit control rating of “Considerable Assurance”. In April 2017, Wales Audit Office
conducted a follow up review of 2015-16 published data which concluded “Data quality arrangements continue to improve and
arrangements could be strengthened further by correctly applying the national Pl definitions”. Within this there remain recommendations
from the internal audit reports that require further attention to ensure processes are improved to meet internal and external audit
requirements.

There is a continued focus to improve the council’s use of data to inform decision making and evaluation, particularly for new policies or
initiatives. This has also been identified in previous Wales Audit Office reviews most recently in the Good Governance when Determining
Significant Service Changes review published in March 2017. It is recognised that there is also a particular risk to data quality, including
target setting, when developing new performance data measures that may not have been subject to data quality processes previously.
These areas will also be particularly targeted for policy and performance team support.

The methodology as part of the corporate plan framework includes the requirement that clear criteria is set to allow strategies to be
evaluated and ensure public accountability and organisational learning. A data network has been established to ensure the organisation
makes the best possible use of the information it holds. The purpose of the network is to develop a more comprehensive understanding of
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the authority’s data assets, share experiences about good practice, identify future opportunities and help our colleagues turn data into
actionable knowledge.

The shift in focus in the Future Generations Act means that activities will need to be increasingly focused on longer term challenges at a
community level. When dealing with more complex societal challenges it will take longer for measurable change to come about and longer
still to be able to evidence those changes in a meaningful way. This means the way we measure and evaluate our performance will need to
evolve to still allow us to evaluate the efficiency and effectiveness of current service delivery while also track progress against longer term
community well-being objectives. Developing the right metrics of community well-being is a continuing process, to do this we continue to
work with our Public Service Board partners at a local level as well as across the Gwent area.

Recognising the framework being implemented to develop the corporate plan and increasing need to evaluate long term community well-
being the authority-wide performance measurement system for the council the “data hub” needs to be reviewed to ensure the information
is up to date, focussed on the right performance data and maximises the potential from automated updates, for example from open data
feeds.

Continue to strengthen the data quality process using external and internal audit feedback and liaise with Internal Audit to allocate their
time to identified risks in data quality arrangements.

Ensuring that clear criteria are set to allow strategies to be evaluated and ensure public accountability and organisational learning.

Review the effectiveness and design of the data hub to maximise the potential from current technology and ensure content reflects the
Council’s latest plan.



Staff Appraisal (Check-In, Check-Out)

Purpose: Appraisal enables all staff to know what is expected of them, to agree how values and behaviours are linked to how we perform at work
and to ensure that all of our work links to the wider purpose of the organisation. Managers at every level are expected to set the right
standards, coach, motivate, recognise and feedback on poor performance and recognise those people who deliver good performance.

Evaluation

Score: Level 3 — Adequate

Position The employee performance framework, “Check-In, Check-Out” provides a value-based performance assessment approach between staff

November | and line managers. Based on feedback received, the Check-in, Check-out (CICO) process has been reviewed and rolled out with more

2017 robust guidance, video tutorials and supportive training. Work will continue increase understanding and maximise completion of the
process.

In December 2016 Wales Audit Office completed a follow up review on the council’s Human Resources arrangements, following their
corporate assessment in 2015. The review found the council has “improved its approach to staff appraisals but not all staff are having their
g? annual appraisals”
«Q
?n It was recognised that CICO completion rates are likely to be higher than previously reported as the system was not capturing all data in
N the most effective way. Recognising this, work has been completed to develop a longer term more effective recording module that allows
managers to record the CICO directly into an employee’s record on the human resources system. Work continues with managers to ensure
effective use of the recording system. The People Services annual report highlights the redesign of the performance appraisal has enabled
the Talent Lab to design specific supporting material and activities to meet learning and development needs identified.
Key future | Continue to roll out, increase understanding and maximise completion of the check-in, check-out process.
actions Ensure the effectiveness of systems to capture the number of staff receiving a regular CICO




Purpose:

Evaluation
Score:

Position
November
2017

Strategic Risk Assessment
The risk assessment captures the High and Medium level risks that face the council in line with the council’s risk management policy. This
ensures that:

. Strategic risks are identified and monitored by the authority.
. Risk controls are appropriate and proportionate
J Senior managers and elected members systematically review the strategic risks facing the authority.

The risk assessment is a living document and will evolve as new information comes to light. It is on the hub for select committees to use
throughout the year, it is also specifically reported to select committees annually and signed off by Cabinet once a year as an accurate
record of the risks facing the organisation.

Level 3 — Adequate

The risk assessment is prepared by drawing on a wide range of evidence including service plans, performance measures, regulatory reports,
progress on the previous risk assessment and the views of select committees. It was also prepared in line with changes to the council’s risk
management policy that were approved by Cabinet in March 2015. The pre and post mitigation risk levels are presented separately. In most
cases mitigating actions result in a change to the likelihood of the risk rather than the consequences as our actions are generally aimed at
reducing the chance of a negative event occurring rather than lessening it’s impact. Clearly there will be exceptions.

Select Committees scrutinise and help shape the content of the risk assessment annually, the most recent scrutiny was at meetings
between December 2016 and January 2017. The risk assessment is also reported to audit committee to provide an overview of the strategic
risk assessment process.

The risk assessment is updated as new information comes to light as part of the council’s performance management arrangements. The up-
to-date risk log is accessible to members on The Hub. This ensures that select committees are able to re-visit the information at any point in
the year to re-prioritise their work plan as appropriate.

Lower level strategic risks are managed and monitored through teams’ service improvement plans. The risk assessment remains an area in
service plans that is often particularly identified for improvement to strengthen the capture and management of risks facing services.




Key Future
Actions

The Wales Audit Office Corporate Assessment follow-on review on Information Technology published in October 2016 identified that the
strategic risk assessment clearly includes the expected elements of a risk register, such as mitigating factors, future actions, and risk owners
at officer and member level. The report also proposes risk management arrangements are reviewed to assure that risks are managed
consistently across directorates and identify and address risks in a timely and appropriate way.

Part of the process surrounding building the Corporate Plan framework, as presented to cabinet in October 2017, will be ensuring that
related policies and toolkits are reviewed and brought in line with renewed purpose, priorities and ambitions in the plan. This will include
reviewing the strategic risk assessment to ensure strategic risks related to the direction and resources set out in the plan are identified and
managed. Risk management arrangements also still need to be reviewed to ensure they are in line with requirements in the Well-being of
Future Generations Act. This will also be informed by the findings of a recent internal audit review of the council’s risk management
arrangements, carried out in 2017, to ensure any recommendations from the review are holistically addressed.

Risk management arrangements will be reviewed to ensure they are in line with the corporate plan framework, requirements in the Well-
being of Future Generations Act and findings from Internal Audit.
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Self-Evaluation

P : . . _— .
urpose Self-evaluation allows us to appraise what we have done and; assess what went well, learn from what didn’t and plan future activity

informed by what we did and the impact made.

SEICELLLE Level 3 — Adequate
Score:

i

Position Over the last few years there has been a considered focus on strengthening self-evaluation arrangements. Following the completion of a
WU EE programme of Heads of Service challenge sessions there has been a dual focus in improving self-evaluation arrangements.
2017
Firstly work has continued to embed the self-evaluation within the council’s existing arrangements this includes:
e The council evaluated its performance in 2016/17 in the Stage 2 Improvement Plan published in October 2017. The Wales Audit Office
have issued a certificate of compliance stating the council has discharged its improvement reporting duties through this.
e Each services’ Service Improvement Plan requires an evaluation of service performance to be completed annually to assess impact made
and inform future actions. The service plan appraisals identified some areas could strengthen the use of data to inform the evaluation in
q their plans.
e An evaluation assessment has recently been established for consideration when completing all decision making reports. This aims to
support the identification of evaluation criteria and timescales for decisions being made by the Council.

Secondly, the current focus is on using learning from the Head of Service challenges undertaken to implement future strategic challenge

programmes as part of the Future Monmouthshire programme of work and aligning these more closely with the budget setting process:

e Asafundamental part of Future Monmouthshire the budget setting process for 2018/19 has continued to evolve the requirements for
the use of data and evidence to inform and evaluate proposals being developed.

e The methodology as part of the corporate plan framework, which is aligned to the principles of the Future Monmouthshire programme,
includes the requirement that clear criteria is set to allow strategies to be evaluated and ensure public accountability and organisational
learning, while the shift in focus in the Future Generations Act means the way we evaluate our performance will need to evolve to track
progress against longer term community well-being objectives. Embedding measurement and evaluation in the ‘Corporate Plan’, which
will frame and contain the MTFP and inform and shape a whole set of enabling and delivery plans will be a particular focus over the next
few months.

11



e Cabinet also agreed to commission an annual report, to be received by Audit Committee, on the continued effectiveness of the council’s
strategic planning framework, ensuring the necessary checks and balances are in place around monitoring, evaluation, decision-making
and policy-making.

Key Implement strategic challenge programmes as part of the Future Monmouthshire programme of work

Future Produce an annual report on the continued effectiveness of the council’s strategic planning framework and report to Audit Committee,

S LUEE Erbed evaluation criteria and arrangements in the Corporate Plan

99 abed
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Appendix 2

Our Performance Framework

In Monmouthshire it’'s even more than the place, it’s the people. Not just those
on the council’s payroll but all of the people who work with us in delivering
services and achieving value for money. Our Performance Framework makes

sure that everyone is pulling in the same direction to deliver real and tangible
outcomes.

Employee Aims Future
and Objectives Monmouthshire

Service Plans

Council well-
being
objectives

PSB Well- DE—
being :
Objectives

Building
Sustainable

and Resillient
Communities

Public Service
Board

Key:

- Performance Framework

[] Improvement Activity

- External Influences
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Building Sustainable and Resilient Communities

We want to enable the building of sustainable and resilient communities
that support the well-being of current and future generations.

This purpose is at the heart of everything we do to improve the

economic, social, environmental and cultural well-being of

Monmouthshire. We will consider sustainable development in how we
plan and deliver our well-being objectives and contribute to the
achievement of the seven national well-being goals for Wales.

PSB Well-being Objectives

The Well-being of Future Generations Act also puts a well-being duty on
specified public bodies to act jointly via Public Service Boards (PSB) to
improve the economic, social, environmental and cultural well-being of

their area by contributing to the achievement of the well-being goals.

We are a partner in the PSB. The PSB has produced a Well-being
Assessment for Monmouthshire and in 2018 will publish a well-being plan,
including objectives for the county, which we will contribute to.

Council well-being objectives

The Well-being of Future Generations Act requires the council to set and

publish well-being objectives and a statement, take all reasonable steps to
meet those objectives and make arrangements to publish an annual
report of progress.

The well-being objectives bring together the latest evidence from the

well-being assessment, policy and legislation to set out how we will
deliver a public service that meets the needs of the present without
compromising the ability of future generations to meet their own needs.

Service Plans

Each of our teams has a service plan that aligns to the objectives we are

striving to achieve. This describes what they are doing to deliver the
outcomes of the council, contains measures that can be used to assess
progress and whether people are better off because of our work and
identifies and manages risks facing the service.

All our Service Plans are available on the council’s Intranet, the hub.
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By their very nature, service and business plans contain standard measures and

targets relating to employee performance. The responsibility for delivery of
the plans and improvements rests with all employees. Our employee aims
and objectives show the contributions that individual colleagues make to
these objectives and delivering the organisations vision in accordance
with our values.

We must involve and empower all employees to be the best they can be
so that they can think differently and develop solutions to problems; and
sustain 21st century public services.
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Reference: 193A2017-18
Date issued: October 2017

Audit of Monmouthshire County Council’s
Assessment of 2016-17 Performance

Certificate

| certify that | have audited Monmouthshire County Council’s (the Council’s) assessment
of its performance in 2016-17 in accordance with section 17 of the Local Government
(Wales) Measure 2009 (the Measure) and my Code of Audit Practice.

As a result of my audit, | believe that the Council has discharged its duties under sections
15(2), (3), (8) and (9) of the Measure and has acted in accordance with Welsh
Government guidance sufficiently to discharge its duties.

Respective responsibilities of the Council and the Auditor
General

Under the Measure, the Council is required to annually publish an assessment which
describes its performance:

. in discharging its duty to make arrangements to secure continuous improvement in
the exercise of its functions;

. in meeting the improvement objectives it has set itself;

. by reference to performance indicators specified by Welsh Ministers, and self-

imposed performance indicators; and

. in meeting any performance standards specified by Welsh Ministers, and self-
imposed performance standards.

The Measure requires the Council to publish its assessment before 31 October in the
financial year following that to which the information relates, or by any other such date as
Welsh Ministers may specify by order.

The Measure requires that the Council has regard to guidance issued by Welsh Ministers
in publishing its assessment.

As the Council’s auditor, | am required under sections 17 and 19 of the Measure to carry
out an audit to determine whether the Council has discharged its duty to publish an
assessment of performance, to certify that | have done so, and to report whether | believe
that the Council has discharged its duties in accordance with statutory requirements set
out in section 15 and statutory guidance.
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Scope of the audit

For the purposes of my audit work | will accept that, provided an authority meets its
statutory requirements, it will also have complied with Welsh Government statutory
guidance sufficiently to discharge its duties.

For this audit I am not required to form a view on the completeness or accuracy of
information. Other assessment work that | will undertake under section 18 of the Measure
may examine these issues. My audit of the Council’s assessment of performance,
therefore, comprised a review of the Council’s publication to ascertain whether it included
elements prescribed in legislation. | also assessed whether the arrangements for
publishing the assessment complied with the requirements of the legislation, and that the
Council had regard to statutory guidance in preparing and publishing it.

The work | have carried out in order to report and make recommendations in accordance
with sections 17 and 19 of the Measure cannot solely be relied upon to identify all
weaknesses or opportunities for improvement.

Huw Vaughan Thomas

Auditor General for Wales

CC: Mark Drakeford — Cabinet Secretary for Finance and Local Government
Non Jenkins, Manager
Dave Wilson, Performance Audit Lead
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Agenda Item 12

The Monmouthshire County Council
Welsh Church Act Fund

Annual Report and Financial Statements for the
year ended the 31 March 2017

Registered Charity Number: 507094
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The Monmouthshire County Council Welsh Church Act Fund
Annual Report for year ended 31 March 2017

Report of the Trustee for the year ended 31 March 2017

The Trustee presents its annual report and the audited financial statements for the year ended 31 March 2017 of
The Monmouthshire County Council Welsh Church Act Fund (‘the Charity”).

The information with respect to the Trustee, officers and advisors set out on page 1 forms part of this report.

The financial statements have been prepared in accordance with the Statement of Recommended Practice:
Accounting and Reporting by Charities preparing their accounts in accordance with the Financial Reporting
Standard applicable in the UK and Republic of Ireland (FRS 102) issued on the 16™ July 2014 and the Financial
Reporting Standard applicable in the United Kingdom and Republic of Ireland (FRS 102) and the Charities Act
2011 and the UK Generally Accepted Practice as it applies from the 1% January 2015.

The financial statements have been prepared to give a ‘true and fair’ view and have departed from the Charities
(Accounts and Reports) Regulations 2008 only to the extent required to provide a ‘true and fair view’. This
departure has involved following Accounting and Reporting by Charities preparing their accounts in accordance
with the Financial Reporting Standard applicable in the UK and Republic of Ireland (FRS 102) issued on 16 July
2014 rather than the Accounting and Reporting by Charities: Statement of Recommended Practice effective from 1
April 2005 which has since been withdrawn.

Structure, Governance and Management

The Charity is governed by the Welsh Church Act 1914 and the Welsh Church Act (Designation and
Specification) Order 1996 and is registered with the Charity Commissioners under charity humber 507094. A
model scheme for the administration of the fund has been prepared and has been submitted to the Welsh
Government for approval.

The Trust covers the Council administrative areas of Blaenau Gwent, Caerphilly, Monmouthshire, Torfaen and
the City of Newport, with Monmouthshire County Council being designated as the host Authority. The
Monmouthshire Welsh Church Act Fund was established on 1 April 1996, from the former Gwent Welsh
Church Act Fund and part of the former Mid Glamorgan Welsh Church Act Fund.

Monmouthshire County Council as the Corporate Body is the Trustee for the Welsh Church Fund and
therefore there are no policies and procedures adopted for the induction and training of trustees. The trustees
also have regard to the Charity Commission’s guidance on public benefit.

The management of the Fund is undertaken by officers of the Council and a calculated proportion of their time
is charged to the Fund.

Objectives

The primary object of the Charity for each year, as stated in its governing document, is to assist groups and
individuals for educational, social, recreational and other charitable purposes. Grants are available from the
Fund for capital or revenue purposes. Capital grants may be awarded to assist organisations in the furnishing
and upkeep of buildings. Revenue grants are designed to further the aims of societies and to assist individuals
in their various pursuits.

Grants allocation policy
An annual budget set by the Trustee for grant payments is split between the administrative areas of Blaenau
Gwent, Caerphilly, Monmouthshire, Torfaen and Newport on a population basis.

A Committee set up by the Trustee approves grant applications on a basis in line with full Council meetings or
as deemed required by the participating authorities. Grants are made in pursuance of the Charity’s objectives.

The grant allocation of each financial year is considered in line with the long term financial viability of the
trust and to maintain the ability to generate funds in future years for distribution by maintaining sufficient
capital assets.
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The Monmouthshire County Council Welsh Church Act Fund
Annual Report for year ended 31 March 2017

Review of activities and future developments
The statement of financial activities for the year is set out on page 7 of the financial statements. A summary
of the financial results and the work of the Charity are set out below.

The Fund has increased in value by £254,089 (£38,991 decrease in 2015/16); this increase in value is mainly
due to the re-valuation of the investments assets of £214,418 (£133,455 decrease in 2015/16) as a result of
market conditions at the year-end.

Income is principally comprised of investment income of £202,919 (£210,673 in 2015/16), The Trust has
utilised the Trustee’s own investment managers to manage the fund, thus, controlling management fees and
therefore maximising returns whilst at the same time maintaining a balanced capital risk strategy.

Charitable resources expended during the year amounted to £174,127 (£127,037 in 2015/16) and principally
comprised grant payments of £169,842 (£122,604 in 2015/16). This increase in expenditure was primarily due
to Torfaen Borough Council changing their grant allocation policy to support only applicants who are deemed
to be in need of financial assistance due to poverty.

As indicated previously, net gains on investments held amounted to £232,417 (£133,395 net loss in 2015/16).
These non-realised investment gains have been as a result of the Trusts’ current investment strategy,
diversifying the portfolio across several investment categories in the last couple of financial years. The long
term projections on these charity based investments as indicated by the Trustees’ Treasury consultants
continue to outperform the trust’s old pooled investment strategy as reflected by the continuing increased
investment returns received during the financial year.

Income generation

The Charity’s income was £208,821, compared to £225,935 in 2015/16. The full implementation of the
market investment strategy that has mainly replaced the pooled investment strategy with Monmouthshire
County Council has continued to produce larger returns in the financial markets due to investment in more
specific charitable investment funds. This income generation forms the main basis of the following years grant
allocations to ensure continuity and non-degradation of the funds capital assets and to perpetuate the charity as
a ‘going concern’.

Bad debt provision
There are no bad debts arising in the year of account.

Investment powers, policy and performance

Under the terms of the Trust Deed, the Trustee has general powers of investment, subject to the provisions of
the Trustee Act 2000. The investment policy of the Trust is to maximise the rate of investment return, whilst
employing a risk strategy that minimises any potential reduction in the capital value of the Fund.

The Trustee has reviewed its investment strategy and produced an investment and fund strategy for 2016/17,
which was approved by Monmouthshire County Council in its capacity as sole and corporate trustee, on March
2M 2016.

Changes in fixed assets
The fixed asset investments were re-valued in the 2016-17 financial year in line with the Investment Asset
policy of revaluation every year.

Reserves

The Trustee’s policy is to maintain the level of investments at a level that provides sufficient annual income to
fund the Charity’s charitable expenditure. The level of funds held at 31 March 2017 is £5,470,678. The
Trustee has reviewed its Fund strategy and produced an investment and fund strategy for 2016/17 which states
that the purpose of reserves is to maintain investments such that they realise sufficient income to provide
grants to organisations at a consistent level. Whilst, the strategy is to ensure that there is no long-term
detrimental effect on overall reserve balances, recommendations made by the Charity Commission has
resulted in grants allocations being made in line with investment returns.
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Governance of the Charity

Three representative councillors from each of the five administrative areas of Blaenau Gwent, Caerphilly,
Monmouthshire, Torfaen and Newport are appointed by their respective councils annually to form a committee
to oversee fund management. Members are appointed to the committee for the term of the Council.

Risk management

The Trustee has undertaken a review of the major risks to which the Charity is exposed and its risk
management and internal control procedures should be updated to ensure that systems are in place to mitigate
the risks identified. The risk assessment was considered by Monmouthshire County Council on 2nd March
2016 and no risks were identified.

Auditors
The Wales Audit Office was appointed as auditors to the Welsh Church Act Fund in 2007/08.

Statement of Trustee’s responsibilities

The Trustee is responsible for preparing financial statements for each financial year which give a true and fair
view, in accordance with United Kingdom Generally Accepted Accounting Practice, of the state of affairs of
the charity and its financial activities for that period.

In preparing those financial statements, the Trustee is required to:

= select suitable accounting policies and then apply them consistently;

= make judgements and estimates that are reasonable and prudent;

= state whether applicable accounting standards and statements of recommended practice have been
followed, subject to any departures disclosed and explained in the financial statements; and

= prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
charity will continue in operational existence.

The Trustee confirms that it has complied with the above requirements in preparing the financial statements.
The Trustee is responsible for keeping accounting records which disclose with reasonable accuracy at any time
the financial position of the charity and to enable it to ensure that the financial statements comply with the
Charities Act 1993 It is also responsible for safeguarding the assets of the charity and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

The Trustee certifies that:

= as far as it is aware, there is no relevant information of which the Charity’s auditors are unaware; and

= as Trustee of the Charity, it has taken all the steps that it ought to have taken in order to make itself aware

of any relevant audit information and to establish that the Charity’s auditors are aware of that information.

By order of the Trustee

Mr Mark Howcroft
Assistant Head of Finance (Deputy S151 Officer)— Monmouthshire County Council

Date:
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Report of the Auditor General for Wales to the Trustee of the
Monmouthshire County Council Welsh Church Act Fund

I have audited the financial statements of Monmouthshire County Council Welsh Church Act Fund for the
year ended 31 March 2017, which comprise the Statement of Financial Activities, the Balance Sheet, Cash
Flow Statement and the related notes. The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice).

Respective responsibilities of trustee and independent auditor
As explained more fully in the Trustee Responsibilities Statement set out on page 2, the trustee is responsible
for the preparation of financial statements which give a true and fair view.

| have been appointed as auditor under section 144 of the Charities Act 2011 and report in accordance with
regulations made under section 154 of that Act.

My responsibility is to audit the financial statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland). Those standards require me to comply with the Financial Reporting
Council’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether caused
by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the
charity’s circumstances and have been consistently applied and adequately disclosed; the reasonableness of
significant accounting estimates made by the trustee; and the overall presentation of the financial statements.

In addition, | read all the financial and non-financial information in the Trustee Annual Report, to identify
material inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by me in the course of
performing the audit. If I become aware of any apparent material misstatements or inconsistencies, | consider
the implications for my report.

Opinion on financial statements
In my opinion the financial statements:

. give a true and fair view of the state of affairs of the charity as at 31 March 2017 and of its incoming
resources and application of resources for the year then ended; and
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting

Practice and the Charities Act 2011.

Opinion on other matters
In my opinion the information in the Trustee Annual Report is consistent with the financial statements.

Matters on which | am required to report by exception
I have nothing to report in respect of the following matters where the Charities Act 2011 requires me to report
to you if, in my opinion:

» sufficient accounting records have not been kept; or

+ the financial statements are not in agreement with the accounting records and returns; or
» | have not received all the information and explanations I require for my audit.
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Emphasis of Matter

Your attention is drawn to the fact that the Charity has prepared its financial statements in accordance with the
Charities SORP 2015 in preference to the Charities SORP 2005 which is referred to in the extant regulations
but has been withdrawn. We understand this has been done in order for the accounts to provide a true and fair
view in accordance with United Kingdom Generally Accepted Accounting Practice effective for reporting
periods beginning on or after 1 January 2015.

Ann-Marie Harkin Wales Audit Office

On behalf of the Auditor General for Wales 24 Cathedral Road

Date: Cardiff CF11 9LJ
6
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Statement of financial activities (Sofa) for the year ended 31

March 2017
Notes 2017 2017 2016
Unrestricted Total Total
Unrestricted Unrestricted
Funds Funds Funds
£ £ £
Income & Endowments from:
Investment income 2 205,979 205,979 213,441
Other incoming resources 2,842 2,842 12,494
Total income & Endowments 208,821 208,821 225,935
Resources Expended
Raising funds:
Investment Property Professional (1,247) (1,247) 0
fees
Management and administration (2,500) (2,500) (2,951)
Movement in bad debt provision 0 0 942
(3,747) (3,747) (2,009)
Charitable expenditure
Costs of activities in furtherance of
the Charity’s objects
Grants payable 34 (169,842) (169,842) (122,604)
Management and administration (4,285) (4,285) (4,433)
Other
Governance Costs 5 (9,275) (9,275) (2,485)
Total Resources Expended (187,149) (187,149) (131,531)
Gains/(losses) on investment assets 10 232,417 232,417 (133,395)
Net Income / Expenditure 254,089 254,089 (38,991)
Transfers between funds 13 0 0 0
Net movement in funds 254.089 254,089 (38.991)
Fund balances brought forward
April 2016 5,216,589 5,216,589 5,255,580
Fund balances carried forward 13 5,470,678 5,470,678 5,216,589

31 March 2017

All incoming resources and resources expended are derived from continuing activities. There are no

recognised gains or losses other than those disclosed above.

.
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Balance Sheet as at 31 March 2017

Notes 2017 2016
Jnrestricted Unrestricted
Funds Funds
£ £

Fixed assets
Investment Land 9 400,501 382,501
Investments 10 4,844,898 4,630,481

5,245,399 5,012,982

Current assets

Debtors: amounts falling due within one year 11 180,021 147,736

Cash at bank and in hand 212,271 168,192
392,292 315,928

Current Liabilities

Creditors: amounts falling due within one year 12 (167,013) (112,321)
Net current assets or liabilities 225,279 203,607
Net assets or liabilities 5,470,678 5,216,589

The Funds of the Charity:
Unrestricted Funds 13 5,470,678 5,216,589

Total Charity funds 5,470,678 5,216,589

The accounts on pages 7 to 16 were approved by the Trustee on 23 November 2017, and signed on their behalf by:

By order of the Trustee

Mr Mark Howcroft
Assistant Head of Finance (Deputy S151 Officer) — Monmouthshire County Council

Date:
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Statement of Cash flows as at 31 March 2017

Total Prior
Funds Year
Funds
note £ £
Cash flows from operating activities
Net cash provided by operating activities 7 (161,900) (166,794)
Cashflow from investing activities
Dividends and rents from investments 205,979 213,441
Change in cash and cash equivalents in the 44,079 46,647

reporting period
Cash a_nd cash equivalents at the beginning of the 168,101 121544
reporting period

Cash and cash equivalents at the end of the

. . 212,271 168,191
reporting period
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Notes to the financial statements for the year ended 31 March
2017

1 Principal accounting policies

The financial statements have been prepared in accordance with the Statement

of Recommended Practice: Accounting and Reporting by Charities preparing their accounts in
accordance with the Financial Reporting Standard applicable in the UK and Republic of Ireland
(FRS 102) issued on 16 July 2014 and the Financial Reporting Standard applicable in the United
Kingdom and Republic of Ireland (FRS 102) and the Charities Act 2011.

The trust constitutes a public benefit entity as defined by FRS 102.

The trustees consider that there are no material uncertainties about the Trust’s ability to continue as
a going concern..

A summary of the principal accounting policies, which have been applied consistently, are set out below.

Basis of accounting

The financial statements are prepared in accordance with the historical cost convention, as modified by the
inclusion of investments and tangible fixed assets at market value. During the year the Charity reviewed its
accounting policies in accordance with FRS 102 ‘Accounting Policies’. No accounting policies have been
changed as a result.

Incoming Resources
All income is accounted for on an accruals basis.

Resources expended
All expenditure is accounted for on an accruals basis. Where costs cannot be directly attributed to particular
headings they have been allocated to activities on a basis consistent with use of the resources.

Grants payable
Grants payable are accounted for in full as liabilities of the Charity when approved by the Trustee and accepted by
the beneficiaries.

Management and administration
Management and administration costs include expenditure on administration of the Charity and, an appropriate
apportionment of overheads based upon a time allocation.

Governance Costs
Governance costs comprise costs involving the compliance with constitutional and statutory requirements. These
costs relate to audit fees payable to the appointed external auditor.

Irrecoverable VAT
Any irrecoverable VAT is charged to the statement of financial activities, or capitalised as part of the cost of
the related asset, where appropriate.

Recognition of liabilities
Liabilities are recognised when an obligation arises to transfer economic benefits as a result of past
transactions or events.

Debtors/ Creditors

Where revenue and expenditure have been recognised but cash has not been received or paid, a debtor or
creditor for the relevant amount is recorded in the Balance Sheet. Where debts may not be settled, the balance
of debtors is written down and a charge made to revenue for the income that might not be collected.
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Fund accounting
Funds are unrestricted funds which are available for use at the discretion of the Trustee in furtherance of the
general objectives of the Charity and which have not been designated for other purposes.

Investment Land and Property

Capitalisation, Replacement and Valuation

The Trust’s policy is to revalue its Investment land on an annual basis in line with the Charities SORP.
Valuations will also be undertaken where it is identified that there have been material movements between
formal valuations, this has been changed from a five year valuation cycle due to the Land assets being deemed
to be Investment Land not tangible fixed assets.

An Independent valuer of Williams Associates, a qualified Land Valuers and Chartered Surveyors, re-valued
all Investment Land as at 1% November 2016 and all assets held at year-end are included in the accounts at
valuation. Vacant properties are valued at open market value. Properties that are deemed to be Community
Assets are valued at a £1.

Depreciation
Land is not depreciated. The Fund currently has no buildings on the fixed asset register.

Investments

Any realised and unrealised gains and losses on revaluation or disposals of investments are included in the
statement of financial activities. The Authority is authorised to invest any surplus income or dispose of any
investments when it deems appropriate. Investments are strategically placed in investment funds specifically
designed for charitable organisations. Investment performance is reviewed periodically in light of prevailing
economic changes.

Fees and similar income
Fees receivable and charges for services and use of premises are accounted for in the period in which the service is
provided.

Cash flow statement
The Charity has produced a cash flow statement under Financial Reporting Standard 102 under section 7 on the
basis that it meets the relevant conditions and size criteria specified in the Companies Act.1985.

2 Investment income
2017 2016
£ £
Investments with Monmouthshire County Council 1,672 2,008
Investment Property Rental Income 3,060 2,768
External Investments 201,247 208,665
205,979 213,441
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3 Grants Payable

2017 2016
£ £
Grants have been paid to the following administering Local
Authorities for them to make to groups and individuals on
behalf of the Fund:
Monmouthshire County Council 22,858 25,175
Torfaen County Borough Council 48,858 6,642
Newport City Council 56,180 44,535
Blaenau Gwent County Borough Council 24,396 16,201
Caerphilly County Borough Council 17,550 30,051
169,842 122,604

The management and administration cost of the fund and grants distributed were £4,285 during the year.

4 Analysis of Grants

Grants to Grants to

Organisations Individuals

£ £

The Advancement of Education 540 850
The Advancement of Religion 73,599 0
The Relief of Poverty 0 49,476
Other Purposes Beneficial to the Community 45,377 0
Total 119,516 50,326

Caerphilly Borough Council, Torfaen County Borough Council, Blaenau Gwent and Monmouthshire County
Council have under spent their allocations for 2016/17 by £218,568, £18,504, £3,297 and £18,504 respectively
which will be carried forward for distribution in 2017/18. Grants to Churches and other Religious
establishments totaled £73,599 and Community Organisations £45,377 respectively during the financial year.
Grants of essential equipment and furnishings to the value of £49,476 were made to individuals for the relief
of families in deemed to be in poverty. The St Julias Church in Newport, The Christ Church in Ebbw Vale, St
George’s Church and Ebenezer Chapel in Tredegar, Ebenezer Baptist Church in Abertillery and the Hospice of
the Valleys have received 2 individual awards during the year totaling £3,780, £750, £634, £750, £884 and
£500 respectively.

5 Governance Costs

2017 2016
£ £

Auditor’s remuneration 9,275 2,485
9,275 2,485

Governance costs are now reflective of market rates and the balance contained within 2016-17 reflects an un-
accrued adjustment to the Wales Audit Office rates.
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No indemnity insurance for Trustee’s liability has been purchased by the Charity. Though no specific
indemnity insurance has been purchased by the Charity, the Fund is covered by Monmouthshire County
Councils’ fidelity guarantee insurance. Insurance covers financial losses incurred as a result of fraudulent acts
conducted by Authority employees but does not cover the Trustee for any wrong decisions that may have been
made. Governance costs have increased during the year as a result of the Public Audit Wales Act and in
particular the duty placed on the Wales Audit Office to ensure full cost recovery in its audit fees.

6 Taxation

The Charity is a registered charity, and as such is entitled to certain tax exemptions on income and profits from
investments, and surpluses on any trading activities carried on in furtherance of the Charity's primary objectives, if
these profits and surpluses are applied solely for charitable purposes.

The Charity is not separately registered for VAT because it falls within the Local Authority’s VAT Registration as
Corporate trustee and accordingly, all their expenditure is recorded exclusive of any VAT incurred.

7 Reconciliation of net income/ (expenditure) to net cash flow
from operating activities as at 31 March 2017

Current Prior Year
Year
£ £

Net income/(expenditure) for the reporting period (as
per the stateinegt of finaZICiaI activifies) o ( 254,089 (38.99%)
Adjustments for non-cash transactions
(Gains) /losses on investments (232,417) 133,395
Dividends, Interest & Rents from investments (205,979) (213,441)
Increase/(decrease) in Provisions 0 (12,494)
(Increase)/ decrease in debtors / bad debts (32,285) (34,550)
Increase/(decrease) in creditors 54,692 (712)
Net cash provided and (used in) operating activities (161,890) (166,794)

13
Page 87



The Monmouthshire County Council Welsh Church Act Fund
Annual Report for year ended 31 March 2017

8 Analysis of cash and cash equivalents as at 31 March 2017

Current In Year Prior Year
Year Movement
£ £ £
Cash in hand 212,271 44,079 168,192
Overdraft facility repayable on demand 0 0 0
Total cash and cash equivalents 212,271 44,079 168,192
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9 Investment Land and Property

Total
£

Valuation
At 1 April 2016 382,501
Disposals 0
Revaluation 18,000
At 31 March 2017 400,501
Depreciation
At 1 April 2016 0
Charge in year 0
Disposals 0
At 31 March 2017 0
Net book Value
At 1 April 2016 382,501
At 31 March 2017 400,501

Tangible Investment Assets solely consist of freehold land. All land held by the Fund had been revalued as at
15t November 2016. Valuations were carried out in accordance with the valuation policy. A further valuation
will be carried out within 2017/18 financial year and on thereafter on an annual rolling basis.

10 Investments

2017 2016

£ £

CCLA - COIF Property Fund 1,006,356 1,048,603
UBS Multi Asset Income Fund 712,332 698,398
M&G Charibond Fund 724,274 703,312
Schroders Income Maximiser 453,662 406,342
M&G Charifund 542,527 492,404
CCLA - COIF Investment Fund 943,368 827,037
Treasury Stock 2024 2.5% 112,379 104,385
Invested with Monmouthshire County Council 350,000 350,000
4,844,898 4,630,481

The Trust has investments held with UBS, M&G, Schroeder’s, CCLA, HM Treasury and Monmouthshire
County Council which are generally managed by the trusts treasury management advisors. Returns from
Monmouthshire County Council are generated on a “pooled” basis. The average rate of interest generated on
the pooled funds from Monmouthshire was 0.3338% for 2016/17 (0.4495% for 2015/16).

The basis of valuation on the market based investments held with CCLA, M&G, UBS and Schroder’s, is the
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open market value of the unit holdings on the 31% March 2017 multiplied by the units held. There were no
additions or disposals of investments during the financial year. The Treasury Stock 2024 valuation is based
upon the market value of the Treasury Gilts at the 31t March 2017 as listed on the dmo.gov website. The value
of the ‘pooled’ investment with Monmouthshire County Council is the cash value as at the 31 March 2017.
None of the Investments are held outside of the territorial limits of the United Kingdom and the cost of the
revaluations is contained within the charity management fee charged annually from Monmouthshire County
Council.

11  Debtors
2017 2016
£ £
Amounts falling due within one year
Prepayment & accrued income
Investment Income 178,430 140,600
Other Debtors
MCC Bank Transfer 0 0
Trade debtors
Rental income 0 2,768
Bad debt provision for loss of rental income 0 57
Other Debtors
HM Revenue and Customs 1,591 622
Other Debtors 0 3,689
180,021 147,736
All investment interest due from the trustee was paid in year in 2016-17.
12 Creditors
2017 2016
£ £
Amounts falling due within one year
Grant creditors 151,384 104,679
Other creditors 15,629 7,642
167,013 112,321

Grant creditors are recognised on the amounts awarded by the five constituent authorities of the Welsh Church
Fund unpaid at the financial year-end. Other creditors are fees reimbursable for professional services utilised
during the financial year by the Charity.

13  Funds
Balance Other Balance
1 April Incoming Resources Recognised 31 March
2016 resources Expended Gain / (Loss) 2017
£ £ £ £ £
Unrestricted funds 5,216,589 208,821 187,149 232,417 5,470,678

There were no transfers between funds during the 2016-17 financial year.
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14  Related party transactions

During the year transactions with related parties arose as follows:

2017 2016

Receipts Payments Receipts Payments

£ £ £ £

Monmouthshire County Council 4,513 4,537 7,543 22,824

Members of the Authority have direct control over the Welsh Church Fund’s financial and operating policies.
Where work or services have been commissioned, or where grants were made during the financial year in
which members had an interest, members have a duty to declare such an interest. The Welsh Church Fund
must ensure that grants allocated were in full compliance with the Authority's standing orders and that grants
were made with proper consideration of declarations of such interests.

During the financial year, members who declared an interest did not take part in any discussion or decision
relating to grants made or works or services commissioned. Details of all interests declared are recorded in

minutes or relevant meetings and recorded in the Register of Members' Interest, open to public inspection at
County Hall, Usk.

13 Trustee’s Expenses, Remuneration and Benefits

No Expenses, Remuneration or Benefits were incurred during the year of account
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Report of the Trustee for the year ended 31st March 2017

The Trustee presents its annual report and the audited financial statements for the year ended 31 March 2017 of
The Monmouthshire Farm School Endowment Trust Fund. The information with respect to the Trustee, officers
and advisors set out on page 1 forms part of this report. The accounts (financial statements) have been prepared
in accordance with the Financial Reporting Standards applicable in the UK and Republic of Ireland (FRS102)
issued on 16 July 2014 and the Financial Reporting Standard applicable in the United Kingdom and Republic
(FRS 102) and Charity Act 2011. The financial statements comply with the Charity’s trust deed.

Status and administration

The Charity is governed by the 1959 Principal Scheme as amended by the Altering Scheme of 1971, although
the governing body may rightly claim a history stretching back to 1894. The Fund is registered with the Charity
Commission under charity number 525649.

Objects

The primary object of the Charity, as stated in its governing document, is to make awards to students in need of
assistance to attend Usk Agricultural College, or at the discretion of the governing body, any other college,
institution or university to pursue courses of study in agricultural subjects. The governing body can use its
discretion to apply any unawarded income to provide funding towards the cost of their facilities or amenities at
Usk College which would benefit these students. The grant awarded have allowed the beneficiaries to pursue
land based courses to enhance career opportunities. The area of benefit is clearly defined, household income is
a consideration when making the award. Grants were awarded to 12 people and the total awards were £26,209.

Review of activities and future developments
The statement of financial activities for the year is set out on page 5 of the financial statements. A summary of
the financial results and the work of the Charity are set out below.

The Fund has increased in value by £20,372 (£2,499 increase in 2015/16) over the financial year as a result of
outgoing resources being outweighed by incoming resources.

Income is comprised of interest on investment stock and cash held of £24,816 (£23,314 in 2015/16), and
£19,701 (£32,479 in 2015/16) in respect of the annual payment from the Roger Edwards Educational Trust
Fund. Expenditure of £29,989 (£30,127 in 2015/16) primarily comprised of grants payable of £26,209
(E27,651 in 2015/16) in line with the Charity’s objects. Unrealised investment gain of £5,844 (£23,167 loss in
2015/16) were made in relation to investments held.

The current strategy is to ensure that there are sufficient funds to meet the needs of beneficiaries.

Investment powers, policy and performance

Under the terms of the Trust Deed, the Trustee have general powers of investment, subject to the provisions of
the Trustee Act 2000. The Trustee has reviewed its investment strategy and produced an investment and fund
strategy for 2014/15 which was approved by Monmouthshire County Council in its capacity as Trust
administrator on 2™ March 16. Investments are strategically placed in low-risk investments. Investment
performance is reviewed periodically in light of prevailing economic changes.

Grant making policy

Grants are made in pursuance of the Charity’s objectives in assisting students in need to attend Usk
Agricultural College, or at the discretion of the governing body, any other college, institution or university to
pursue courses of study in agricultural subjects.

Changes in fixed assets
The movements in fixed asset investments during the year are set out in note 7 to the financial statements.
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Reserves

The Fund consists primarily of the sale proceeds of the Former Monmouthshire Farm School by the governing
body of the school to Monmouthshire County Council. The fund receives an annual payment from The Roger
Edwards Educational Trust (Charity Number 525638) equivalent to two thirds of the annual investment and
rental income accrued to the Foundation.

The Trust has reviewed its fund strategy and produced an investment and fund strategy for 2014-15 which
states that it is the Trust’s policy to maintain funds at approximately the current level and utilise the annual
income received to fund its charitable expenditure. This was approved by Cabinet on the 4™ March 2015.

Governance of the Charity

Representative Trustees appointed by Monmouthshire County Council have a term of office equivalent to the
term of a County Council (four years); the other representative Trustees have a term of office of three years and
the co-operative Trustees have a term of office of five years. The Trustees are listed on page 1.

Risk management

Monmouthshire County Council as appointed administrator of the Trust Fund periodically review the major
risks to which the Charity is exposed as part of the Authority’s overall risk management and financial control
processes. The Roger Edwards Educational Trust provide significant income to this trust and forms the
majority of income that can be used for grants. This income is received after the audited accounts have been
agreed and therefore this is usually late in the financial year. A risk assessment policy was approved by
Cabinet on 2™ March 2016.

Auditors
The Wales Audit Office are the appointed auditors to the Charity.

Trustees responsibilities

The Trustees are required by charity law to prepare financial statements for each financial year, which give a
true and fair view of the state of affairs of the Charity and of the net incoming/outgoing resources of the
Charity as at the end of the financial year.

The Trustee confirms that suitable accounting policies have been used and applied consistently, and reasonable
and prudent judgements and estimates have been made in the preparation of the financial statements for the
year ended 31st March 2017. The Trustee also confirms that applicable accounting standards have been
followed and that the financial statements have been prepared on the going concern basis.

The Trustee are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any time the financial position of the Charity and enable them to ensure that the financial statements comply

with the Charities Act 1993. They are also responsible for safeguarding the assets of the Charity and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

By order of the Trustee

Trustee:

Date:
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Report of the independent examiner to the trustee of
Monmouthshire Farm Endowment Trust Fund

I report on the accounts of Monmouthshire Farm School Endowment Trust Fund for the year ended 31* March
2017, which are set out on pages 5 to 10.

Responsibilities and basis of report

As the charity's trustees, you are responsible for the preparation of the accounts in accordance with the
requirements of the Charities Act 2011 (the Act). You are satisfied that the accounts are not required to be
audited by charity law and have chosen instead to have an independent examination.

I report in respect of my examination of your charity’s accounts as carried out under section 145 of the Act; In
carrying out my examination | have followed the Directions given by the Charity Commission under section
145(5) (b) of the Act.

An independent examination does not involve gathering all the evidence that would be required in an audit and
consequently does not cover all the matters that an auditor considers in giving their opinion on the accounts.
The planning and conduct of an audit goes beyond the limited assurance that an independent examination can
provide. Consequently | express no opinion as to whether the accounts present a ‘true and fair’ view and my
report is limited to those specific matters set out in the independent examiner’s statement.

Independent examiner’s statement
| have completed my examination. | confirm that no matters have come to my attention in connection with the
examination giving me cause to believe:

o accounting records were not kept as required by section 130 of the Act; or
o the accounts do not accord with those records; or
o the accounts do not comply with the applicable requirements concerning the form and content set

out in the Charities (Accounts and Reports) Regulations 2008 other than any requirement that the
accounts give a ‘true and fair view which is not a matter considered as part of an independent
examination; or

o the accounts have not been prepared in accordance with the methods and principles of the
Statement of Recommended Practice for accounting and reporting by charities.

I have no concerns and have come across no other matters in connection with the examination to which
attention should be drawn in this report in order to enable a proper understanding of the accounts to be
reached.

Ann-Marie Harkin
On behalf of the Auditor General for Wales 24 Cathedral Road
Date: Cardiff CF11 9LJ
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Statement of financial activities (Sofa) for the year ended 31st
March 2017

Notes 2017 2016
Unrestricted Unrestricted
Funds Funds
£ £
Income & Endowments from:
Investment income 2 24,816 23,314
Other incoming resources (REET) 19,701 32,479
Total income & Endowments 44,517 55,793
Resources Expended
Charitable expenditure
Costs of activities in furtherance of the
Charity’s objects
Expenditure on charitable activities 3 26,209 27,651
Other expenditure 3&4 3,780 2,476
Total Resources expended 29,989 30,127
Gains/(losses) on _investment assets 5 5,844 (23,167)
Net Income / Expenditure 20,372 2,499
Net movement in funds 20.372 2,499
ggr;g balances brought forward 1 April 704,932 702,433
Fund balances carried forward 725,304 704,932

31 March 2017

All incoming resources and resources expended are derived from continuing activities. There are no recognised
gains or losses other than those disclosed above.
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Balance Sheet as at 31 March 2017

Notes 2017 2016
Unrestricted Unrestricted

Funds Funds

£ £

Fixed assets
Investments 7 617,796 611,952

617,796 611,952

Current assets

Debtors: amounts falling due within one year 8 25,305 35,393

Cash at bank and in hand 87,969 59,687
113,274 95,080

Current Liabilities

Creditors: amounts falling due within one year 9 5,766 2,100

Net current assets 107,508 92,980

Net assets 725,304 704,932

The Funds of the Charity:
Unrestricted Funds 10 725,304 704,932

Total Charity funds 725,304 704,932

The accounts were approved by the Trustee on 17" July 2017 and signed on their behalf by:

Trustee:

Date:

Page 100



Monmouthshire Farm School Endowment Trust Fund
Annual report for year ended 31st March 2017

Notes to the financial statements for the year ended 31% March
2017

1 Principal accounting policies

Basis of accounting

The financial statements have been prepared in accordance with th Statement of Recommended Practice:
Accounting and Reporting by Charities preparing their accounts in accordance with the Financial Reporting
Standards applicable in the UK and Republic of Ireland (FRS102) issued on 16 July 2014 and the Financial
Reporting Standard applicable in the United Kingdom and Republic (FRS 102) and Charity Act 2011.

The trust constitutes a puplic benefit entity as defined by FRS 102. The trustees consider that there are no
material uncertainties about the Trust’s ability to continue as a going concern.

Resources expended

All expenditure is accounted for on an accruals basis and has been classified under headings that aggregate all
costs related to the category. Where costs cannot be directly attributed to particular headings they have been
allocated to activities on a basis consistent with the use of resources.

Incoming Resources

All income received is accounted for on a receivable basis and has been classified under the appropriate
categories. The income received from the Roger Edwards Educational Trust is an estimation of income based
on historical data, the actual income relating to 2016-17 has not been received at the time of this report, and
therefore any adjustment will be made in the accounts for 2017-18.

Grants payable
Grants payable are accounted for in full as liabilities of the Charity when approved by the Trustee and accepted by
the beneficiaries.

Management and administration

Monmouthshire County Council administer the Trust Fund on behalf of the Trustee. Management and
administration costs include expenditure on administration of the Charity and compliance with constitutional and
statutory requirements, and an appropriate apportionment of support service recharges and overhead
apportionments. The basis of the apportionment is a fixed fee agreed with the trustees of £200 per year.

Debtors/ Creditors

Where revenue and expenditure have been recognised but cash has not been received or paid, a debtor or
creditor for the relevant amount is recorded in the Balance Sheet. Where debts may not be settled, the balance
of debtors is written down and a charge made to revenue for the income that might not be collected.

Irrecoverable VAT
Any irrecoverable VAT is charged to the statement of financial activities, or capitalised as part of the cost of
the related asset, where appropriate.

Recognition of liabilities
Liabilities are recognised when an obligation arises to transfer economic benefits as a result of past transactions
or events.

Fund accounting
General funds are available for use at the discretion of the Trustees in furtherance of the general objectives of the
Charity. Investment income and gains are allocated to the appropriate fund.

.
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Investments
Investments are included at market value at the balance sheet date. Any realised and unrealised gains and losses
on revaluation or disposals are combined in the statement of financial activities.

Transistion to FRS 102
The opening fund position at the date of transition have not been restated and no subsequent restatement of items
has been required in making the transition to FRS 102. The transition date was 1 April 2016.

Cash flow statement
The charity has taken excemption from preparing a cash flow under Charities SORP FRS 102 Update Bulletin
1.

2 Investment income

2017 2016
£ £
Interest on cash balances 0 615
Interest on Investments 24,816 22,699
24,816 23,314

3 Expenditure on Charitable Activities
2017 2016
£ £
Grants payable 26,209 27,651
Management & administration 3,780 2,476
29,989 30,127

Grants payable comprise numerous payments to individual students in respect of part-time courses attended. It
is not possible to provide further details due to restrictions of confidentiality.

4 Governance Costs

2017 2016
£ £

Net incoming resources is stated after charging:
Auditor’s remuneration 2,560 1,701
2,560 1,701

No indemnity insurance for Trustee’s liability has been purchased by the Charity. Though no specific
indemnity insurance has been purchased by the Charity, the Fund is covered by Monmouthshire County
Councils’ fidelity guarantee insurance. Insurance covers financial losses incurred as a result of fraudulent acts
conducted by Authority employees but does not cover the Trustee for any wrong decisions that may have been
made. Governance costs have increased during the year as a result of the Public Audit Wales Act and in
particular the duty placed on the Wales Audit Office to ensure full cost recovery in its audit fees. The audit fee
is included in the management and administration spend as per note 3.

8
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5 Gains and losses on revaluation and disposal of investment assets

Market Value Additions Market Value Gain/(Loss)
2016 (Disposals) 2017
£ £ £ £
Charibond 199,805 0 205,761 5,956
OEIC 184,541 0 192,858 8,317
COIF 227,606 0 219,177 (8,429)
Total 611,952 0 617,796 5,844

6 Taxation

The Charity is a registered charity, and as such is entitled to certain tax exemptions on income and profits from
investments, and surpluses on any trading activities carried on in furtherance of the Charity's primary objectives, if
these profits and surpluses are applied solely for charitable purposes.

The Charity falls with Monmouthshire County Council regulations for VAT, and therefore any liability is
accounted for within Monmouthshire County Council.

7 Fixed asset investments

Total

£

Valuation at 1 April 2016 611,952
Net revaluation (loss) / gain 5,844
Valuation at 31 March 2016 617,796

Fixed asset investments solely consist of the quoted investments. All investments are stated at their market
value at 31st March 2017. The historical cost of the investments at 31st March 2017 was £639,000. All of the
Charity’s investments are quoted in the UK. The details of these are disclosed in the table below, being
Charibond, COIF and OEIC Fund.

Investments with a market value greater than 5% of the total portfolio market value at 31st March 2017 are as
follows:

£ %
COIF 219,177 35
Charibond 205,760 33
OEIC Fund 192,859 32

The percentage shown above is the percentage of the total portfolio market value as at 31% March 2017.
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8 Debtors
2017 2016
£ £
Amounts falling due within one year
Receivable from The Roger Edwards Educational Trust Fund 25,000 32,000
Accrued Interest Receivable 0 2,330
HM Revenue and Customs 305 1,063
25,305 35,393

The majority of the debt relates to the payment from the Roger Edwards Educational Trust. This is an estimate
of the income based on historical payments.

9 Creditors

2017 2016
£ £
Amounts falling due within one year
Accruals and deferred income 5,766 2,100
5,766 2,100

The amounts owed relate to audit fees and payments to Monmouthshire County Council to administer the trust.

10  Unrestricted Funds

Balance Balance
1 April Incoming  Resources Investment 31 March
2016 resources  Expended Gain/(Loss) 2017
£ £ £ £ £
Permanent endowed funds 704,932 44,517 (29,989) 5,844 725,304

11  Related party transactions

No remuneration directly or indirectly out of the funds of the Charity was paid or payable for the year to any
trustee. Payments have been made to Monmouthshire County Council respect of management and
administration expenses.

10
Page 104



Agenda Iltem 14
AUDIT COMMITTEE FORWARD WORK PROGRAMME
2017/18

11TH JANUARY 2018

Deadline for finalised reports to Cheryl —

Finalised reports to Committee Section —

Treasury Strategy 2018-19 Jon Davies/Lesley Russell
Review of Reserves - Period 2 Mark Howcroft
Unsatisfactory Audit Opinions Andrew Wathan
Information Management Review WAO

Strategic Risk Assessment Richard Jones

Asset Management Review WAO

Wales Audit Office Proposals for Improvement Progress report Richard Jones

Annual Whole Authority Complaints Annette Evans

8TH MARCH 2018

Deadline for finalised reports to Cheryl —

Finalised reports to Committee Section —

Joint Progress Report - Statement of Accounts Refinements Mark Howcroft/t WAO
Review of Reserves Qtr 3 Mark Howcroft
Internal Audit Progress report 2017/18 quarter 3 Andrew Wathan
Internal Audit Draft Plan 2018/19 Andrew Wathan

12TH APRIL 2018

Deadline for finalised reports to Cheryl —

Finalised reports to Committee Section -

Annual Governance Statement 2017/18 Draft Andrew Wathan

3RD MAY 2018

Deadline for finalised reports to Cheryl —

Finalised reports to Committee Section

Review of Reserves Outturn Mark Howcroft
Implementation of Audit Recommendations Andrew Wathan
CPR Exemptions 6 monthly Andrew Wathan
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Agenda ltem 16

Document is Restricted
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Agenda Item 17

Document is Restricted
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Agenda Iltem 18

By virtue of paragraph(s) 13, 14 of Part 1 of Schedule 12A
of the Local Government Act 1972.

Document is Restricted
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