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DECLARATIONS OF INTEREST (Pages 1-2)
APOLOGIES
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Approval of the minutes of the last meeting (29 September
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PROJECT AND PROGRAMME MANAGEMENT
GUIDANCE NOTE
Discussion paper by the Programme Manager

(Pages 11 - 20)

ANNUAL AUDIT LETTER 2009/10
Report by KPMG

(Pages 21 - 28)

GRANTS CERTIFICATION SUMMARY REPORT 2009/10
Report by KPMG

(Pages 29 - 34)

FINANCIAL STATEMENTS AUDIT PLAN 2010/11
Report by KPMG

(Pages 35 - 54)

PUBLIC INTEREST REPORT ACTION PLAN MONITORING
REPORT
Report by the Borough Solicitor and Monitoring Officer

(Pages 55 - 92)




10.

INTERNAL AUDIT PARTNERSHIP QUARTERLY
PERFORMANCE
Report by the Audit Partnership Manager

(Pages 93 - 106)

11. | DRAFT BUDGET 2011/12 - GOVERNANCE ISSUES (Pages 107 - 108)
Report by the Assistant Chief Executive
(Please refer to the interim budget papers)
12. | WORK PROGRAMME (Pages 109 - 110)
13. | ANY OTHER ITEM THE CHAIRMAN DETERMINES TO BE
URGENT AND REQUIRES A DECISION
14. | DATE OF NEXT MEETING

23 March 2011

Briefing Notes (for information only)
o Corporate Governance Group Update

Contact Officer. Saira Malin, Democracy Officer, 01242 775153

Email: democratic.services@cheltenham.gov.uk




Public Information
Emergency Evacuation Procedure at the Municipal Offices

0] In the event of a fire you will hear a continuous alarm.
In the event of a bomb alert the alarm will sound in repeated short bursts.

(ii) Members, officers and the public should leave the building promptly and in a
quiet and orderly fashion using the nearest available escape routes and
assemble on the Promenade footway by the War Memorial.

Attendance at Meetings - Local Government
(Access to Information) Act 1985

Meetings are open to the public and a limited amount of public seating is available.
Copies of the agenda will also be available. You may be asked to leave the meeting if
any “exempt” (confidential) business is considered. This will normally be shown on the
agenda

Inspection of Papers - Local Government
(Access to Information) Act 1985

We can also arrange for copies of individual decision records, reports or minutes to be
supplied. If you wish to inspect minutes or reports (other than those which are exempt)
relating to any item on this agenda, please contact Democratic Services. The
background papers listed in a report may also be inspected. Please notify Democratic
Services who will arrange with the report author for papers to be made available to
you at a mutually convenient time.

All meeting information is published on the Council’s Internet website at:
www.cheltenham.gov.uk.

If you have difficulty reading this agenda please let us know
and we will do everything we can to meet your requirements.
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CHELTENHAM BOROUGH COUNCIL

Audit Committee

DECLARATION OF INTEREST
NAME

You are asked to complete this form if you intend to declare an interest in
connection with any item on this agenda.

Please hand any completed form to the committee administrator at the meeting.

You are reminded that you are still required to declare your interest orally at the
commencement of the committee's consideration of the matter.

Agenda | *Personal | *Prejudicial Nature of interest
item interest Personal
interest

* The Council’'s Code of Members Conduct explains what is a ‘Personal Interest’ and a
‘Prejudicial Interest’. The Code is set out in Part 5A of the Council's Constitution.
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Audit Committee

Wednesday, 29th September, 2010
6.00 -7.40 pm

Attendees

Councillors: Paul Massey (Chairman), Colin Hay, Rowena Hay and
Paul Wheeldon

Also in attendance: | Sara Freckleton (Borough Solicitor), Jane Griffiths (Assistant
Chief Executive), Rob Milford (Audit Partnership Manager), lan
Pennington (KPMG), Mark Sheldon (Chief Finance Officer) and
Rachael Tonkin (KPMG)

Minutes

1. APOLOGIES
Councillors Wall and MacDonald.

2. DECLARATIONS OF INTEREST
None declared.

3. MINUTES
The minutes of the last meeting had been circulated with the agenda.

The Chairman highlighted some items that were to be added to the work plan
but as yet, had not. Officers agreed that these would be added accordingly.

Upon being put to the vote it was unanimously

RESOLVED that the minutes of the meeting held on 23 June 2010 be
accepted and signed as an accurate record.

4, PUBLIC QUESTIONS
None received.

5. MONITORING ACTION PLANS APPROVED BY THE COUNCIL
The Borough Solicitor introduced the report as circulated with the agenda. She
explained that Council had delegated responsibility to the Audit Committee to
monitor the implementation of the action plans. This was the second report for
consideration.

The table in Appendix 1 indicated the progress made to date to implement the

agreed actions and she was pleased to report that significant progress had
been made to complete the action plan on target.

1=
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There were two main elements to the action plan, the first, a guidance note. At
the last meeting, the committee were advised that the guidance note had been
developed and was now in operation.

The second was the review of the Constitution. The Constitution Working
Group had met, and, as a result of changes in circumstances since March 2010,
would be reporting to Council recommending deferral of the comprehensive
review. Members and the Senior Leadership Team had been consulted on
various aspects of the Constitution and the role of the Staff and Support
Services Committee. In respect of the requirements of the approved action
plan, the Working Group would report to Staff and Support Services Committee
in October and Council in December as originally intended. Therefore, the
Audit Committee could be assured that the action plan would be implemented,
notwithstanding the recommendation to defer the comprehensive review.

The following responses were given to questions from members;

Those actions due for completion on the 30 September were on target.

e The report, on recommended changes to the Constitution, would go to
Staff and Support Services in October and then on to Council in
December.

e The new Committee administration system was in operation but due to
resource issues within Democratic Services, only in part. Decisions
could not yet be tracked and discussions were ongoing as to when this
would be possible. Officers were aware that this was a priority.

e Page 18/ recommendation 20 re; addressing the skills gap. Analysis of
trained staff was ongoing but future plans would need to be confirmed
by HR and circulated outside of the meeting.

e Page 27 / recommendation 9 re; ongoing access to medical records.
This would be concluded by the target date (30 September) and whilst
worth exploring, the answer was that the Council was not permitted
ongoing access. A request would need to be made on each occasion.

e Page 28 / recommendation 12 re; Employees code of conduct. The
Council’'s Employee Code of Conduct outlined actions to be taken by
Officers if they had a personal interest, but did not specifically include
requirements relating to prejudicial interests. The Standards Committee
would be looking at this further.

In closing, the Chairman welcomed the major thrust of work that was coming
to fruition and looked forward to it being concluded at the next meeting.

6. CORPORATE GOVERNANCE GROUP
The Chairman introduced the information paper and as there were no
recommendations, invited questions from members of the committee.

There were no member questions.
7. ANNUAL STATEMENT OF ACCOUNTS 2009-10
The Chief Finance Officer introduced the covering report as circulated with the

agenda. He advised members that there had been no changes to the figures,
though two notes had been received from KPMG, a copy of which was

-2-
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circulated to members (Appendix 1). Other than the two notes, the accounts
were as they were back in June.

lan Pennington introduced his colleague Rachael Tonkin and the KPMG report.
He took the opportunity to congratulate the Officers involved in putting the
accounts together, commenting that they were exceptional. These were not
accurate by luck but due to effective processes and dedicated staff. The
supporting papers had also been of a good standard and Officer responses to
questions were efficient and effective.

The KPMG Auditors then highlighted certain points contained within the report.
Some specific points included;

e There had only been one potential audit adjustment identified of
£133,700 but given its small size relative to the accounts it had
not justified amending all of the figures.

e No further changes had been identified following the revised
CIPFA.

e The IFRS would be reviewed in the Autumn rather than waiting
for this same time next year.

o KPMG had not yet followed up the interim recommendations but
this would be reviewed as part of their planning for next year.

e The last bullet point to the right of page 13 was an important one.
Last year KPMG had, had to raise some exceptions, however
this year CBC had been clean on both parts.

In closing, lan Pennington advised that if the committee were happy, he would
look to the Chairman and the Chief Finance Officer to sign the accounts.

The following responses were given to questions from members;

e CBC were recycling more than just paper but this was not being
monitored formally. Whilst KPMG had highlighted this as a risk, no cost
or benefits had been outlined.

e The Environmental Audit was being drafted and a waste review was
planned. The recycling issue would be picked up in one or the other of
the two reports and could then be formally passed to the Environment
Overview and Scrutiny Committee.

e The Audit Commission would cease to exist under the new Government
but they were specifying that next years audit would concentrate on
financial resilience for use of resources.

The Chief Finance Officer amended recommendation 2 to include ‘sign the
amended accounts and’.

Upon being put to the vote it was unanimously
RESOLVED that;

1. The report of the council’s auditors (Appendix 2), KPMG, be
adopted and the actions arising be noted.

-3-
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2. The Chair of the Audit Committee (Councillor Massey) be
delegated to sign the amended accounts and report back to
Council on the conclusion of the audit.

Councillor C Hay felt that a thank you to the Officers involved in putting the
accounts together, be posted on the intranet.

8. INTERNAL AUDIT MONITORING REPORT
The Audit Partnership Manager introduced the report as circulated with the
agenda.

The report, the first that had been produced for the Audit Committee, was
designed to give members of the committee the opportunity to comment on the
work completed by the partnership and provide year round assurances on the
control environment. This would ensure that there were no surprises for the
committee at the time of the Annual Internal Audit Opinion.

He pulled out some key points from within the report and then invited questions
from members of the committee.

The following responses were given to questions from members;

o Whilst there were some risks that were specific to CBC, where possible
duplication was avoided, shared learning undertaken and best practice
adopted. There were however, certain things that were confidential and
as such could not be shared across the partnership. There were also
some localised differences but attempts were being made to drive these
out, which would generate savings.

e There would have been less detail in the monitoring report, had there
been higher assurances. The lower the assurance the more information
provided.

e |f members would prefer the information set out in a similar style to that
of the KPMG report (landscape, table) then this was how it would be
presented in the future.

e Internal Audit were clear from the outset about their role on various
project groups and what they would and wouldn’t do. They monitored
progress and gave a steer when needed, keeping enough distance that
their objectivity and independence was maintained.

e Procedure manuals were specific to the implementation of the GO
Programme in April 2012, but the single point failures would be
addressed, rather than waiting for GO.

e The monitoring reports would continue throughout the year and
members would be made aware of any improving or concerning
situations.

e It was impossible to predict how the situation could change over the
course of the year and what the assurance opinion could be at the end
of the year.

The Chairman thanked the Audit Partnership Manager for the report and
welcomed its addition to the work plan.

-4-
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AUDIT PARTNERSHIP - BUSINESS CASE TO EXTEND THE PARTNERSHIP
Local Government Act 1972 — Exempt Information

RESOLVED that in accordance with Section 100A(4) Local Government
Act 1972 the public be excluded from the meeting for the remaining
agenda item as it is likely that, in view of the nature of the business to be
transacted or the nature of the proceedings, if members if the public are
present there will be disclosed to them exempt information as defined in
paragraphs 1, 3 and 5, Part 1, Schedule 12A Local Government Act 1972,
namely;

Paragraph 4; Information relating to any consultations or negotiations, or
contemplated consultations or negotiations in connection with any labour
relations matter arising between the authority or a Minister of the Crown
and employees of, or office holders under, the Authority.

WORK PROGRAMME

The Assistant Chief Executive referred Members to the two updated and slightly
different versions of the work plan circulated at the start of the meeting. She
apologised for any confusion, both contained the same items, one had slightly
more information and they would be merged and circulated outside of the
meeting.

Councillor C Hay was concerned that the Corporate Risk Register did not
feature on the work plan, suggesting that this could be a standing item, given
Cabinet were now reviewing it on a quarterly basis.

The Chairman reminded members that it was not for this committee to look at
the issue and assume a scrutiny role, though he was in favour of regular reports
which would offer an overview. He agreed that this would be added to the work
plan as a standing item.

Project guidance would be added to the agenda for the next meeting (12
January), as a separate agenda item, rather than being contained within the
KPMG report on implementation.

The Assistant Chief Executive tabled ‘appointment of external auditors’ for
discussion at a future meeting. It was felt that this committee should
recommend the process for appointment of external auditors.

lan Pennington of KPMG advised members that a letter had been published on
the Audit Commission’s website, which outlined their thoughts on this matter.

The Assistant Chief Executive highlighted the number of issues tabled for
discussion at the next meeting and suggested that a decision would need to be
made at the next Chair’s Briefing as to which items would feature on the
agenda.

ANY OTHER ITEM THE CHAIRMAN DETERMINES TO BE URGENT AND

REQUIRES A DECISION
There was no other business.

-5-
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12. DATE OF NEXT MEETING
The next meeting was scheduled for Wednesday 12 January 2011.

Paul Massey
Chairman

-6-
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NOTE TO AUDIT COMMITTEE 29™ SEPTEMBER 2010

AUDIT ADJUSTMENTS TO ACCOUNTS

There are no financial adjustments to the 2009/10 Statement of Accounts arising as a
result of the independent audit by KPMG LLP.

There was one unadjusted audit difference, in respect of HRA fixed assets; the
calculation of the impairment cost of council dwellings demolished during the year.
This was considered to be immaterial to the accounts.

There are two additional notes included in the Statements, as a result of changes in
legislation since the approval of the Accounts by Council on 29" June 2010. These
are non-adjusting items, with no effect on the financial statements reported.

Note 35, page 67: Post Balance Sheet Events

There were previously no post balance sheet events reported. This note has
been revised to reflect the following:-

The Chancellor of the Exchequer announced in his emergency budget on 22" June
2010 that the consumer prices index rather than the retail prices index will be the
basis for future public sector pension increases. In accordance with paragraph 21 of
Financial Reporting Standard 21 (Events after the balance sheet date), this change is
deemed to be a non-adjusting post balance sheet event. It is estimated that this
change will reduce the value of the employer's FRS17 liabilities by around 5.7% and
the FRS17 balance sheet deficit by around 12.2%. In monetary terms the liabilities
and deficit have fallen by around £8.4m.

Note 32, page 67: Contingent Liabilities — Land Charges
This additional paragraph has been added to note 32, to reflect the following:-

On 17 August 2010 statutory instrument 2010 No.1812 came into force, amending
the existing local land charges rules by removing the ability for authorities to charge
for personal searches in respect of one or more parcels of land. As such a fee was
incompatible with the Environmental Information Regulations 2004(a), which came
into force in January 2005, potentially this might result in back claims for overpaid
amounts in previous years.

Mark Sheldon, Chief Financial Officer
29" September 2010
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Information/Discussion Paper

Audit committee — 12 January 2011

Project and programme management guidance

This note contains the information to keep Members informed of matters relating to
the work of the Committee, but where no decisions from Members are needed

1.  Why has this come to audit committee?

1.1 The KPMG public interest report made recommendations (R20 and R21) concerning
the council’s approach to project and programme management. The committee at
their last meeting indicated that they would like to review the council’s response to the
project and programme management recommendations.

2. Summary of the Issue

21 Effective project and programme management is fundamental to the successful
delivery of projects. This information paper shows how Cheltenham Borough Council
(CBC) has taken steps to improve its capability and capacity in this area.

3.  Summary of evidence/information

31 Three workstreams have been executed in response to the KPMG R20 and R21
recommendations.

3.1.1 The R20 workstream involved the production of a set of project and programme
management guidelines which are attached. These guidelines state which project
and programme management arrangements must be put in place, depending upon
the size and complexity of the project.

3.1.2 An HR and OD workstream considered the capacity and capability of our project and
programme management resource. This workstream concluded with a series of
recommendations as to how to optimise the use of our in-house specialists.

3.1.3 Finally, a portfolio management project is underway to improve the way that CBC
manages its varied portfolio of projects. The project has successfully delivered a new
corporate resource management process.

3.2 A short feasibility study outlined three possible resource management approaches.
The recommended approach was agreed by the Senior Leadership Team and
implemented. Project planning standards were agreed so that plans submitted by
project managers were consistent and could easily be aggregated to give a summary
view of resource requirements. Project managers (PMs) are now submitting resource
plans for projects on a quarterly basis, and the corporate resource plan shows
resources ‘booked’ for the next 12 months. The project has had a really positive
impact, delivering:

Page 1 Last updated 21 December 2010
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3.2.2

3.2.3

3.24

3.2.5

4.1
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Helicopter view for the senior leadership team of resource requirements stemming
from the portfolio of projects and programmes.

A definitive register of live projects and programmes.

Enhanced project management skills with many of the PM’s generating more
accurate plans than before.

Enhanced (evidence based) project and programme prioritisation, improving the
deliverability of priority projects.

Improved decision making —the resource plan is now a key support tool for this
process, enabling senior managers to identify capacity issues.

Next Steps

The committee is invited to review and comment on the workstreams described within
this information paper.

Appendices Appendix 1 — R20 response (project and
programme management guidelines

Contact Officer Jon Hyde, Programme manager, 01242 264299,
jon.hyde@cheltenham.gov.uk

Accountability Councillor Colin Hay, Cabinet member corporate
services

Scrutiny Function Economy and business improvement committee
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Project guidance

Author

Jon Hyde

Owner

Jon Hyde

Document location

S:\Corporate\Project Management\R20\r20 response
vl.l.doc

Version | Date Change summary

number

0.1 13/08/2010

0.2 16/09/2010 | Amendments based on feedback from Amanda Attfield

1 28/09/2010 | Final version based on feedback from SLT: Extra threshold
criterion added regarding escalating project costs;
Alternative threshold values added for high value, low
complexity property development projects; documentation
requirements updated; corporate resource planning detail
added to project formality definitions.

1.1 04/10/2010 | Added discretionary powers for Assistant Directors

following feedback from Mike Redman.

This document requires the following approvals:

SLT

This document has been distributed to:

SLT, Ken Dale, lan Watkins

Page 1 of 8 05/10/2010 v1.1
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Introduction

The KPMG public interest report which included recommendation R20, was produced
following the council’s unsuccessful high court action against its former Managing
Director. R20 states that “The council should review its scheme of delegation to
consider at what level formal project management techniques should be employed.
This does not necessarily apply only to capital programmes, IT development or major
change projects — but could apply (as in this legal case) to revenue activities.”

This document sets out guidance for project management, starting with an explanation
of the sort of activity that constitutes a project, and then presenting a formula for
determining whether a project is large, complex, or risky enough to warrant ‘more
rigorous project management techniques’. The document concludes with
recommended project management approaches for the handling of large and small
projects.

Is it a project?
It is helpful to review the definition of a project. Prince2 offers two definitions. A
project is..:
e amanagement environment that is created for the purpose of delivering one or
more business products according to a specified business case
e atemporary organisation that is needed to produce a unique and predefined
outcome or result at a pre-specified time using predetermined resources

Put simply, a project

has a start and an end

e s often completed by a multi-disciplinary team

e has constraints of cost, time and quality

e has a scope of work that is unique and involves uncertainty

Understanding whether or not a piece of work constitutes a project is the first step.
For those activities that do qualify as projects, the next task is to ascertain the level of
project management rigour that should be applied.

Threshold calculation formula

The ‘threshold calculation formula’ to identify the required level of project
management rigour is as follows. If any of the conditions apply, then a more robust
project management approach should be adopted:

Criteria Threshold value

High All
expenditure, other
low projects
complexity
property
development
projects

Capital or revenue budgets exceed £200,000 £100,000

Page 2 of 8 05/10/2010 v1.1
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Anticipated cashable benefits exceed £200,000 £100,000
Project has three or more red risks (scores of 16 — 24) £140,000 £70,000
AND capital / revenue budgets, or cashable benefits in

excess of

Due to unforeseen circumstances, cumulative project £200,000 £100,000
costs escalate beyond

These criteria should be applied to all projects (including complex business as usual
activity such as legal casework, as explained above) during the start-up phase, and at
end of stage reviews to ensure that the appropriate level of project management rigour
is applied for each phase of the project. A significant change to the risk profile of a
smaller, less complex project must also trigger a review of the project against these

criteria.

Project management formality

Now that we can distinguish projects requiring a more rigorous project management
approach from those requiring less formality, it is helpful to define what more and

less ‘formality’ means.

Prince? is a scalable project management methodology. It is therefore recommended
that CBC’s Prince2 based approach (as defined in the project management guide) is
used for all projects, large and small, complex and simple. Specific differences
between the recommended governance arrangements for larger, riskier, more complex
projects versus smaller projects are listed below.

Assistant Directors are empowered to authorise deviations from the recommended
approach for projects within their remit, where there is a compelling reason to do so.
AD’s will however be accountable for such decisions and may be required to provide
a justification, especially where projects are under-performing. There is no element
of discretion however regarding the production of the Project Initiation Document
incorporating the business case (evidence of how the benefits outweigh the costs) and
a high level project plan (who will do what, by when) - this is compulsory for all

projects.

Project attribute

Large , complex, high risk
projects

Smaller, less complex, low
risk projects

Experience and
qualifications of the
project manager

The project manager must
have good knowledge and
understanding of CBC’s
Prince2 based project
management approach.

The project manager should
hold the Prince2
practitioner qualification
and have experience of
delivering projects of a
similar scale and
complexity to the new
project being undertaken.

The project manager must
have good knowledge and
understanding of CBC’s
Prince2 based project
management approach.

The project manager should
possess the Prince2
foundation qualification, or
equivalent knowledge and
experience (i.e. knowledge
of project management
fundamentals and some
experience of their practical

Page 3 of 8
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Project attribute

Large , complex, high risk
projects

Smaller, less complex, low
risk projects

application).

Seniority of the project
sponsor

The project sponsor should
be at Assistant Director
level (or equivalent), or
above.

The project sponsor should
be at service manager level
or equivalent.

Project documentation

For large, complex, high
risk and high value projects,
the justification for the
commitment of resources to
the attainment of the stated
objectives must be
evidenced. Progress must
be carefully monitored, and
effective risk management
and issue resolution
processes must be in place.

The following documents
should therefore be
produced and maintained:

e Project initiation
document
(incorporating the
business case)

e Risk and issue logs

e Project plans

e Highlight reports
(submitted to project
board on a monthly
basis)

e End of project
report including
lessons learned

e Project board
meeting minutes.

e Project board
decision log.

Less documentation is
required for smaller, less
complex and lower risk
projects. The format of
optional items is at the
discretion of the project
sponsor (i.e. could just be
verbal updates). ‘Required
items’ should still be
documented.

Required

e Project initiation
document
(incorporating the
business case)

e Risk and issue logs

e Project plans (could
just be a high level
list of deadlines for
the completion of
key deliverables)

e End of project
report including
lessons learned

Optional

e Highlight reports
(could just be a
verbal update to the
project sponsor)

e Log of meetings
held and key
decisions taken.

Project board

A full project board must be
in place. Named
individuals must be
provided for the following
roles:

e Project sponsor

A project board must be in
place. Named individuals
must be specified for the
following roles:

e Project sponsor

e Senior user

Page 4 of 8
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Project attribute

Large , complex, high risk
projects

Smaller, less complex, low
risk projects

e Senior user
Senior supplier
Project assurance
Project manager
Business change
manager

These roles will usually be
fulfilled by different people.

The project board must
meet on a regular basis to
review project progress,
resolve issues, monitor risks
and stakeholder
engagement and confirm
plans for next steps.

e Senior supplier
e Project assurance
e Project manager

One person may fulfil more
than one role (e.g. project
manager and project
sponsor).

The project board may just
meet at key stages during
the project lifecycle (e.g.
start-up, at stage
boundaries, and to confirm
project closure). Issues
may be resolved outside of
project board meetings
through face to face, phone,
or email communication
between team members.

Project team

An individual or individuals
should be identified to fulfil
the project support role.

Expert leads (who may or

may not form part of the

project board) must be

defined for all relevant

specialist fields including:
e Finance

HR

Legal

ICT

Communications

Procurement

The project support role
will usually be fulfilled by
the project manager.

Dedicated expert leads are
optional, however relevant
departments (such as those
listed below) must be
notified about the project’s
existence during the start-
up phase.

Finance

HR

Legal

ICT
Communications

e Procurement

Gateway reviews

Formal gateway review
meetings must be held at
project stage boundaries
e.g. to confirm that the
business case is valid; to
approve the transition from
procurement to
implementation; to approve
project closure.

The gateway review must

Formal gateway reviews are
optional on smaller, less
complex projects.
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Project attribute

Large , complex, high risk
projects

Smaller, less complex, low
risk projects

be scrutinised by a project
assurance officer who is not
involved in the day to day
running of the project.
Independent external gate
reviewers may be appointed
for the largest, most
complex and highest risk
projects.

Corporate resource
planning

All corporate projects and
programmes must submit
project plans adhering to
the planning standards, for
the quarterly resource
planning exercise.

All corporate projects and
programmes must submit
project plans adhering to
the planning standards, for
the quarterly resource
planning exercise.

Appendix A) Risk scorecards

Each identified risk should be scored using the impact and likelihood scorecards
presented below. These figures should then be multiplied to arrive at the overall
‘severity score’ for each risk. A figure of 16 or above equates to a red risk. Projects
with three or more red risks may be eligible for a more rigorous project management
approach.

Impact scorecard :I
Risk Category [Impacts Impact Score
Resources <10% financial cost impact due to legal issues, 1 1
Resources <10% of objective's budget, 1 1
Resources <10% resource cost, 1 1
Resources Low morale is contained within team and managed. 1 1
Resources Minimal negative impact on value for money, 1 1
Resources Risk to personal health & safety is no more serious than a sticking plaster, 1 1
Quality Brief interruption of non-core service provision, 1 1
Quality Minor breakdown of joint services or contracts. 1 1
Quality Negative assessments that do not impact on overall outcome, 1 1
Outcomes Minimal impact on delivering customer needs. 1 1
Outcomes No media coverage/minor complaints, 1 1
Outcomes Poor governance but zero impact on outcomes, 1 1
Outcomes Ta'rget's are missed but only marginally with no impact on other targets or 1 1

objectives.
Time 10% or less reduction in capacity with minimal impact on overall outcomes, 1 1
Time <10% delay in schedule with no impact on other targets, 1 1
Time <10% staff time with minimal impact on service delivery, 1 1
Risk Category [Impacts Impact Score
Resources 11-30% financial cost impact due to legal issues, 2 2
Resources 11-30% of objective's budget, 2 2
Resources 11-30% resource cost, 2 2
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Resources Risk to personal health & safety may result in broken bones/illness, 2 2

Resources Some hostility from staff and minor non-cooperation. 2 2

Resources Some negative impact on value for money, 2 2

Quality Poor assessments with marginal impact on overall outcome, 2 2

Quality Slightly reduced service provision with marginal disruption, 2 2

Quality Some breakdown of joint services or contracts with disruption to progress, 2 2

Outcomes Adverse local media/negative local opinion/formal complaints, 2 2
Governance has been missed/misunderstood/not up-to-date with marginal impact on

Outcomes . 2 2
improvement,

Outcomes Some customer needs or expectations may not be met either in time or quality. 2 2

Outcomes Targets are missed with marginal impact on other targets or objectives and 5 5
resources,

Time 11-30% delay in schedule with marginal impact on other targets,

Time 11-30% reduction in capacity with some disruption to overall outcomes,

Time 11-30% staff time with marginal impact on service delivery,

Risk Category [Impacts Impact Score

Resources 31-60% financial cost impact due to legal issues, 3 3

Resources 31-60% of budget, 3 3

Resources 31-60% resource cost, 3 3

Resources Industrial action in the short term/staff leaving. 3 3
Risk to personal health & safety includes sustained or major illness of 1 or more

Resources 3 3
people,

Resources _Severe nc?gatlve impact on value for money inc. risk to reputation & external 3 3
intervention,

. Collapse of at least one aspect of joint service or contract with significant disruption

Quality : 3 3

or temporary suspended service.
. Negative assessment require temporary intervention into service service/qualified

Quality U 3 3
audit opinions,

Quality Service suspended in short term with noticeable disruption, 3 3

Outcomes Adverse local & national media/member's/senior staff position threatened, 3 3
Governance arrangements have failed with some reputation/legal implication and

Outcomes 3 3
cost to recover

Outcomes Key _customer needs or expectations may not be significantly met either in time or 3 3
quality.

Outcomes Targets are missed with significant reputation/legal implication and cost to recover, |3 3

Time 31-60% delay in schedule with significant impact on other targets, 3 3

Time 31-60% reduction in capacity with temporary suspension of services or questionable 3 3
to proceed,

Time 31-60% staff time with significant impact on service delivery. 3 3

Risk Category

Impacts

Page 7 of 8
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Likelihood scorecard

How likely is it that the risk will occur? The likelihood of a risk is given a rating depending on how

possible it is. This is 1-6 (6 being most likely). Use the second table below to identify the risks
likelihood.

Probability |Likelihood Description Likelihood|Score
0% -5% |Almost impossible
5% - 15% |Very low

15% - 30% [Low

30% - 60% [Significant

60% - 90% |High

> 90% Very high
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Cheltenham Borough Council
Audit Committee — 12 January 2011

Monitoring of Action Plans approved by the Council

Accountable officer

Accountable scrutiny
committee

Ward(s) affected

Andrew North, Chief Executive

Economy and business improvement

None directly

Executive summary

Recommendations

On 22" March 2010, the Council approved Action Plans in response to
recommendations made by the Council’s Auditors, KPMG in a report in the
Public Interest relating to the Council’'s decision making processes and to
recommendations made by a Member Working Group set up to review
employment and dispute resolution processes.

The Council delegated responsibility to the Audit Committee to monitor
implementation of the Action Plans.  Monitoring reports have been
considered by the Committee in June and September 2010. A table has
been produced at Appendix 1 indicating the progress which has been made
to date to implement the agreed actions.

The Committee considers the information set out in Appendix 1 and
reviews progress against the actions.

Financial implications

There are no financial implications arising directly from this report.

Contact officer: Mark Sheldon, mark.sheldon@cheltenham.gov.uk,
01242 264123

Legal implications

There are no legal implications arising directly from this report.

Contact officer: Sara Freckleton, sara.freckleton@tewkesbury.gov.uk,
01684 272011

HR implications
(including learning and
organisational
development)

There are no HR implications arising directly from this report.

Contact officer: Amanda Attfield,
amanda.attfield@cheltenham.gov.uk 01242 264186

Key risks

See attached report risk template.

Corporate and
community plan
Implications

Producing an action plan that is monitored by the Audit Committee meets
the Council’'s corporate commitment to comply with KPMG and Review
Working Group recommendations.

A corporate risk has been identified and placed on the Corporate Risk
Register (Appendix 2). The actions described within the action plan will
minimise the risk to the Council’s reputation and financial resources.

Draft_AC_V0.01
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Background

On 22" March 2010, the Council considered a report in the Public Interest (PIR) which was
issued by KPMG regarding the Council’s decision making processes arising from a review of the
Council’s decision making processes for the High Court litigation against its former Managing
Director. At the same meeting, the Council received a report from a Member Working Group
which was set up to review the KPMG report, recruitment and appointment processes and the
internal processes for dispute resolution.

The Council accepted the recommendations made by KPMG in the PIR and by the Working
Group and approved Action Plans in response to each.

Responsibility was delegated to the Audit Committee to monitor the implementation of the Action
Plans which were approved by the Council. This Committee has now reviewed progress against
the Action plans on two occasions, in June and September 2010.

Progress against Action Plans

The table attached as Appendix 1 sets out the action approved by the Council together with the
due date for completion. The table is divided into Part A (Action plan in response to KPMG
recommendations) and Part B (action plan in response to Review Working Group
recommendations) and indicates the progress made against each of the individual action points.
The text for those actions which have been completed / implemented is shown in grey.

It is clear from Appendix 1 that the majority of the actions have now been completed and that
progress has been made in respect of the remaining actions with the current position being set
out within the attached table. It is pleasing to be able to report that 23 of the 26 recommendations
from KPMG have been fully completed / implemented with the remaining three recommendations
(R8, 16 & 21) having been partially completed. As far as the Review Working Group
recommendations are concerned, 11 of the 13 proposed actions have been fully implemented /

completed and progress is being made on the remainder. The current progress against the
outstanding actions is shown in bold text within the progress report contained within Appendix 1.

Reasons for recommendations

To comply with the decision of the Council that the Audit Committee should monitor the approved
Action Plans

Alternative options considered

None

Consultation and feedback

None

Performance management —monitoring and review

A further monitoring report will be considered by the Committee at its meeting on the 23rd March
2011.
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Report author Contact officer: Sara Freckleton, sara.freckleton@tewkesbury.gov.uk,
01684 272011
Appendices 1. KPMG/Review Working Group Action Plans Progress Table

2. Risk Template

Background information 1. Reports to and Minutes of Extraordinary Council Meeting held on
the 22" March 2010
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Ward(s) affected
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Cheltenham Borough Council
Audit Committee — 12™ January 2011
Internal Audit Monitoring Report

Cabinet member corporate services - Councillor Colin Hay
Audit Partnership Manager — Robert Milford

Economy and business improvement

All

Executive summary

Recommendations

The council must ensure that it has sound systems of internal control that
facilitate the effective management of all the council’s functions. The work
delivered by Audit Cotswolds, the council’s internal audit service, is one of
the control assurance sources available to the Audit Committee, the Senior
Leadership Team and supports the work of the external auditor.

The Annual Internal Audit Opinion presented to Audit Committee provides
an overall assurance opinion at the end of the financial year. This Internal
Audit Monitoring Report however is designed to give the Audit Committee
the opportunity to comment on the work completed by the partnership and
provide ‘through the year comment and assurances on the control
environment.

The Audit Committee considers the report and makes comment on its
content as necessary

Financial implications

There are no financial implications arising from this report.
Contact officer: Mark Sheldon, Chief Finance Officer
mark.sheldon@cheltenham.gov.uk,

01242 264123

Legal implications

None specific arising from the report recommendation.

Contact officer: Peter Lewis, peter.lewis@tewkesbury.gov.uk, 01684
272012

HR implications
(including learning and
organisational
development)

No additional HR implications arising from this report.
Contact officer: Julie McCarthy, HR Operations Manager
julie.mccarthy@cheltenham.gov.uk,

01242 26 4355

Key risks

That weaknesses in the control framework, identified by the audit activity,
continue to threaten organisational objectives, if recommendations are not
implemented.
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Corporate and
community plan
Implications
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1.

1.1

1.2

1.3

2.1

2.2

2.3

2.4

3.1
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Background

The Annual Audit Plan was aligned with the corporate and service risks facing the Council as
identified in consultation with the Senior Leadership Team and supported by such systems as the
risk registers. At the time of preparing the 2010/11 plan, the Councils Corporate Strategy 2010-
2015 was being compiled and, as internal audit is there to help the organisation to achieve
objectives, part of the plan has been aligned to elements of this strategy. However, to inform the
audit plan we have also reviewed other key documents, such as the recently prepared Medium
Term Financial Strategy, change programme agendas and updates to the business plan, many of
which contain risk assessments.

There is also a requirement to support the work of the External Auditor (KPMG). This is in the
form of financial audits governed by the Joint Working Agreement, and the governance audits to
support such activities as Use of Resources.

The audit plan also considered risks that may evolve during the year. The consultation process
has sought to identify these areas considering where internal audit could support and add value to
the risk control process. This report identifies work we have completed in relation to the planned
audit work.

Reasons for recommendations

The environment in which Cheltenham BC and other Local Authorities now operates has
presented significant drivers for change. The continual effort to meet the organisational objectives
within a constrained budget has resulted in core systems coming under review for change e.g. the
GO Programme impacting on core financial systems, Shared Services impacting on core
governance arrangements, etc.

Therefore Internal Audit needs to be responding to the changing environment and the areas
where the organisation now requires assurances. This prompts the requirement to move to a
more flexible and risk based plan. It is anticipated that the 2011/12 plan will include a new risk
based element that allows for far more flexibility and responsiveness for the internal audit service
than previously considered.

It should also be recognised that the service is now a three-way partnership so coordinating
resources across multiple organisations is critical to the success of the partnership.

This report highlights the work completed by internal audit and provides comment on the
assurances provided by this work.

Internal Audit Output

The internal audit service commenced the quarter with full resources as operated under the
Cheltenham & Cotswold Audit Partnership. Moreover, the partnership expanded to include West
Oxfordshire with effect from the 1% November 2010. The partnership is now called Audit
Cotswolds.
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3.2 Internal Audit has concluded the following audits in the quarter:
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Audit Report status Assurance
Environmental and Final Satisfactory
Sustainability Management
Audit*

Performance Management Final Satisfactory
Procurement Final Satisfactory
Core Financial Audit — interim Final High
systems evaluation

Cemetery & Crematorium Final Satisfactory
KPMG Public Interest Report Final Satisfactory
follow-up recommendations

Depot Rationalisation Final N/A

3.3 Further detail specific to each audit finalised is shown in Appendix 1.

*The environmental audit is to be discussed with the Audit Committee in more detail following

this report.

3.4  Audit Cotswolds has also undertaken the following:

o Audit support for the GO-Programme (see section 4 below)

e Business Continuity Planning — Health Check

e Debtors/Creditors for West Oxfordshire

¢ Cheltenham Borough Homes — client (audit days delivered)

o Audit support for the Commissioning Programme

¢ Audit Support for the other key Change Programmes

Draft_AC_V0.01
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3.5 Internal Audit was required to conduct two investigations that were triggered in the latter part of
2009/10. These have used considerable audit resources and as such two areas of planned
activity have been deferred — Corporate/Service Delivery Planning and Governance Compliance.
Any details relating to the investigations will be provided to the Audit Committee when it is
appropriate to do so.

4. Possible changes to the Annual Audit Plan & Resources

4.1 There are no additional changes to report to the Audit Committee following the last meeting and
the agreement to continue to provide assurances for the GO Programme.

4.2 The partnership has now expanded to include West Oxfordshire, with effect from the 1%
November 2010. This has brought new skills into the team and improved resilience. This has
been demonstrated by the ability of the team to manage a maternity absence with no additional
staffing.

5. Conclusion

51 Audit Cotswolds has been established, with effect from 1% November 2010, as a three-way audit
partnership.

Report author: Robert Milford, Audit Partnership Manager, 01242 7264115,
Robert.milford@cheltenham.gov.uk

Appendices : 1. Internal Audit Monitoring Report

Background information
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Cheltenham Borough Council
Audit Committee — 12 January 2011
Draft budget 2011/12 — governance issues

Accountable member
Accountable officer

Accountable scrutiny
committee

Ward(s) affected

Cabinet member finance, Councillor John Webster
Assistant chief executive, Jane Griffiths

Economy and business improvement

All

Key Decision

Not applicable

Executive summary

Recommendations

At a meeting of cabinet on 21 December 2011, the draft budget for 2011/12
was agreed for consultation. Given the scale of the funding gap, £2.9m, the
budget contains a significant number of proposals to either reduce services
or cut expenditure.

The committee are asked to consider the budget proposals and determine
whether there are any areas of concern in respect of governance
arrangements for the council which need to be brought to the attention of
cabinet during the consultation process.

The committee are asked to consider what response if any they wish
to make to the cabinet in relation to the draft budget 2011/12

Financial implications

None arising from the report

Contact officer: Mark sheldon@cheltenham.gov.uk, 01242 264123

Legal implications

None arising from the report

Contact officer: , @tewkesbury.gov.uk, 01242

HR implications
(including learning and
organisational
development)

INone directly arising from this report, the report to Cabinet contained the
HR implications in terms of consultation on planned reductions/
redundancies and the processes that the council would need to follow.

Contact officer: amanda.attfield@cheltenham.gov.uk, 01242 264186

Key risks

Refer to Appendix 1 of the main budget report.

Corporate and
community plan
Implications

None arising from the report

Environmental and
climate change
implications

None arising from the report

$nnxwksen.doc
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1. Background

1.1 Each year the cabinet produce a draft budget for consultation. This gives the public, key
stakeholders and members an opportunity to comment on the proposals before they are finalised
and considered by council in February.

1.2  This year the council has had to find £2.9m worth of savings and increases in income in order to
balance its budget. This has resulted in a significant number of proposals which are set out in
appendix 4 of the budget papers.

2. Reasons for recommendations

21  The audit committee’s role is to flag up any governance issues arising from the proposals and to
bring these to the attention of the cabinet.

3.  Alternative options considered

3.1 None

4. Consultation and feedback

4.1 None

5. Performance management —-monitoring and review

5.1 If the committee identify any governance issues and these are subsequently not dealt with by
Cabinet or Council the committee may want to monitor the impact during the course of the year
and bring these to the attention of Council as part of the annual governance statement in June
2012. If the governance issues are very significant then the committee may wish to revist the final
budget at the meeting in March and if not satisfactorily resolved determine whether reference
needs to be made to the issues as part of the annual governance statement for 2011.

Report author Contact officer: Assistant chief executive, Jane Griffiths ,

jane.griffiths@cheltenham.gov.uk,
01242 264126

Appendices none

Background information 1. Interim budget proposals 2011/12 — Cabinet 21/12/10

$nnxwksen.doc Page 2 of 2 Last updated 21
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Committee name: Audit Committee

L4 | ]
Brleflng Date 12 January 2011
No tes Responsible officer: Bryan Parsons

Corporate Governance Group

This briefing paper contains information to keep Members informed of matters relating to the work
of the Committee, no decisions are required but members can make comments on the work of the
group or suggestions for additional action.

1.

1.1

2.

21

2.2

5.

5.1

Why has this come to Audit Committee?
To update the Committee on the work of the Corporate Governance Group (CGG).
Summary

The council has a statutory duty to prepare an annual governance statement (AGS) to be
approved as part of the annual statement of accounts. The AGS includes a Significant
Issues Action Plan (SIAP); this is approved by the Audit Committee and indicates how the
council is complying with the code of corporate governance including internal control
arrangements. The audit committee need to satisfy itself that the AGS fairly reflects the
arrangements within the council.

The CGG which is chaired by the Chief Executive and routinely meets to;

monitor and challenge the internal controls (Annual Certificates of Assurance checklist),
monitor progress against any recommendations that arise from external audit assessments,
consider progress against the SIAP; and

monitor the risk management procedures.

The minutes of the CGG since the last the last Audit Committee along with an updated
version of the SIAP are being provided to the Audit Committee so that they will have a more
informed view of the issues when the AGS is presented to it for approval.

Conclusion

The CGG have agreed terms of reference and considers information from a range of
internal control sources and assurance checks. These issues and the outcomes from the
checks are placed within appropriate action plans, discussed and monitored. The CGG
would welcome any comment or input from the audit committee on progress against the
action plan or items recorded within the CGG minutes.

Summary of supporting information

Appendix 1 minutes of the Corporate Governance Group meeting on the 22" October 2010
Appendix 2 minutes of the Corporate Governance Group meeting on the 9" December

2010
Appendix 3 significant Issues Action Plan as reviewed by CGG 9" December 2010.

Further information

If you require any further information on any of these issues please contact

Bryan Parsons - Policy officer - governance on 01242 4189 or bryan.parsons@cheltenham.gov.uk
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Corporate Governance Group

Minutes
22" October 2010

2.00pm Sherbourne Room

Item Subject notes
1 Apologies; received from | Duncan Edwards attended for Rob Millford
Mark Sheldon and
Rob Millford
2 Minutes of the last meeting | The minutes were agreed
12" August 2010
Risk
3 - CIPFARisk The group were informed that a great deal had been
Maturity Matrix. Self | improved in respect of identifying and managing risk
assessment both at divisional and corporate level. A follow up
update. survey would be undertaken by Audit in the new year
to determine the amount of improvement.
4 Significant Issues Action The group were informed that monitoring of the SIAP
Plan indicated that many of the issues had been addressed
and all of the others should be cleared by year end.
SF informed the group that progress had been made
in respect of improving resilience by providing
additional resource for pay roll
The issue relating to awareness of the policies listed
within appendix A of the Code of Corporate
Governance was discussed. JG will write to ADs
reminding them of the requirement to raise awareness
of these policies. The reminder will also include
reference to policies where they have an impact
corporately+ or in other divisions for example the new
Debt management policy or the Asset management
plan, staff should be made aware of them and be
setting and managing any targets they include.
5 PIR action plan update are | The Borough Solicitor informed the group that a report

we on target to complete
all recommendations?

had been presented to Audit Committee and It was
pleasing to be able to report that those actions
required to have been completed so far have been, so
that 18 of the 26 recommendations from KPMG and 6
of the 13 recommendations from the Review Working
Group have already been addressed. The remainder
are proceeding on target

\\mudata\mgdataroot\AgendaltemDocs\8\9\4\Al00001498\$cm0ddc4m.doc
Corporate Governance Group
Version 1
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RIPA
- Cabinet
approval
- Training
- Letter to
OSC

The group were brought up to date in respect of
progress in respect of implementing the
recommendations in the OSC report. These include
the additional training for staff and the approval by
cabinet of the guidance procedures. A letter to the
OSC would be sent immediately following Cabinet on
the 26" October.

Review of Annual
assurance certification —
action plan

A wide ranging discussion took place regarding the
pros and cons of revising the assurance process
particularly in respect of capacity (Service Manager
level).

DE said that the 3 new checklists addressed the
issues raised within the internal audit assurance
check.

It was decided that the new assurance process should
be put to SLT in November so that they could decide
on the process for 2010/11. AF asked if consideration
could be given to identifying a simple on-line method
for completing the checklists.

AOB

There was no other business.

Date of next meeting 9"
December 2010

\\mudata\mgdataroot\AgendaltemDocs\8\9\4\Al00001498\$cm0ddc4m.doc
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Corporate Governance Group

Minutes

9" December 2010
2.30pm Sherbourne Room

Item Subject
1 Apologies;
Minutes accepted
2 Minutes of the last meeting
22" October 2010
The new proposed assurance certificates were
3 Assurance process for 2010- | discussed along with comments made by SLT on the
11 Annual Governance 7" December. The assurance checklists for service
Statement managers are being tested by a number of service
managers and feedback will be provided to SLT on
the 4™ January
The significant issues action plan was considered
4 Significant Issues Action and updated there were no additional issues and all
Plan were being managed in line with the proposed
actions.
The KPMG action plan was discussed and SF
5 PIR action plan — deadline considered that the recommendations were all being
review? addressed. The review of the constitution had been
reported to committee and would be going to full
council in June 2011
JG updated the group on the discussions at SLT
6 Corporate Risk regarding the comments made by E&BI and SLT on
- New the reporting of exceptions or where it was felt that
corporate deadlines would not be met. BP updated the group
register on the new excel version of the register. A discussion
- Divisional was held regarding the management of programme
registers risk and how they fed into the corporate risk register
- programme (if necessary) it was felt that current reporting system
risks - through SLT programme boards were sufficient.
monitoring
7 KPMG Interim Audit report - MS updated the group on progress against KPMG
Action plan update interim audit reports. It was felt that the action plan
- Standards com - Code of required more detail on the actions that had taken
Conduct for employees place and MS would discus the issues with ICT
before they are reported to Audit.
JG said that MS was now the councils rep on the
8 AOB Audit Partnership board and that she had been asked
how the portfolio member could become more
engaged in what was taking place. MS said that he
would discus that matter with the councillor Hay to
see how he could become more involved.
9 Date of next meeting 3"
February 2011

\\mudata\mgdataroot\AgendaltemDocs\8\9\4\Al00001498\$bxziouy4.doc
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