16 June 2017

AUDIT AND ETHICS COMMITTEE - 29 JUNE 2017

A meeting of the Audit and Ethics Committee will be held at 5.30pm on Tuesday 29 June
2017 in Committee Room 1 at the Town Hall, Rugby.

Adam Norburn
Executive Director

AGENDA
PART 1 - PUBLIC BUSINESS

1. Minutes

To confirm the minutes of the meeting held on 4 April 2017.
2. Apologies

To receive apologies for absence from the meeting.
3. Declarations of Interest

To receive declarations of:

(a) non-pecuniary interests as defined by the Council’s Code of Conduct for
Councillors;

(b) pecuniary interests as defined by the Council’s Code of Conduct for Councillors;
and

(c) notice under Section 106 Local Government Finance Act 1992 — non-payment
of Community Charge or Council Tax.

Note: Members are reminded that they should declare the existence and
nature of their non-pecuniary interests at the commencement of the meeting
(or as soon as the interest becomes apparent). If that interest is a pecuniary
interest the Member must withdraw from the room unless one of the
exceptions applies.
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1.

2.

Membership of Warwickshire County Council or any Parish Council is classed
as a non-pecuniary interest under the Code of Conduct. A Member does not
need to declare this interest unless the Member chooses to speak on a matter
relating to their membership. If the Member does not wish to speak on the
matter, the Member may still vote on the matter without making a declaration.

Draft Statement of Accounts 2016/17

Risk Management Strategy

Updated Public Sector Internal Audit Standards and Self-Assessment
Annual Report of the Corporate Assurance and Improvement Manager
Annual Governance Statement 2016/17

Motion to Exclude the Public under Section 100(A)(4) of the Local Government Act
1972

To consider passing the following resolution:

“Under Section 100(A)(4) of the Local Government Act 1972 the public be excluded
from the meeting for the following items on the ground that they involve the likely
disclosure of information defined in paragraphs 1, 2 and 3 of Schedule 12A of the
Act.”

PART 2 — EXEMPT INFORMATION
Whistle Blowing Incidents - Standing Item - to receive any updates

Fraud and Corruption Issues - Standing Item - to receive any updates

Any additional papers or relevant documents for this meeting can be accessed here
via the website.

Membership of the Committee:
Mr P Dudfield (Chairman), Mr J Eves (Vice-Chairman), Councillors Miss Lawrence,
Mistry, Pacey-Day and Roodhouse

If you have any general queries with regard to this agenda please contact Veronika
Beckova, Democratic Services Officer (01788 533591 or e-mail
veronika.beckova@rugby.gov.uk). Any specific queries concerning reports should be
directed to the listed contact officer.

If you wish to attend the meeting and have any special requirements for access please
contact the Democratic Services Officer named above.
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AGENDA MANAGEMENT SHEET

Report Title:
Name of Committee:
Date:

Report Director:

Portfolio:
Ward Relevance:
Prior Consultation:

Contact Officer:

Public or Private:

Report subject to Call-In:
Report En-Bloc:

Forward Plan:

Corporate Priorities:

Statutory / Policy Background:

Summary:

Financial Implications:

Risk Management Implications:

Draft Statement of Accounts 2016/17
Audit and Ethics Committee
27th June 2017

Head of Corporate Resources and Chief
Financial Officer

ALL
N/A

Mannie Ketley, Head of Corporate
Resources and Chief Financial Officer

Public
No
No

No

The Local Audit and Accountability Act 2014
and, Accounts and Audit Regulations 2015
and The Code of Audit Practice.

The purpose of this report is to present the
draft Statement of Accounts for
consideration by Audit and Ethics Committee
prior to the audit.

There are no financial implications for this
report.

There are no risk management implications
for this report.



Environmental Implications:

Legal Implications:

Equality and Diversity:

Options:

Recommendation:

Reasons for Recommendation:

There are no environmental implications for
this report.

The Accounts and Audit Regulations 2015
require that the Council must consider and
approve the statement of accounts no later
than 30" September.

There are no equality and diversity
implications for this report.

That the Committee notes the Draft
Statement of Accounts 2016/17, as set out in
Appendix 1 and makes any comments it
feels necessary to Officers in advance of the
audit.

The Accounts and Audit Regulations 2015
require the approval of the statutory
Statement of Accounts by 30" September.
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Draft Statement of Accounts 2016/17

Report of the Head of Corporate Resources and Chief Financial Officer

Recommendation

That the Committee notes the Draft Statement of Accounts 2016/17, as set out in
Appendix 1 and makes any comments it feels necessary to Officers in advance of the

audit.
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2.1

2.2

2.3

2.4

3.1

Purpose of Report

This report presents the draft statutory Statement of Accounts 2016/17 for review by
the Committee.

Background

The Accounts and Audit (England) Regulations 2015, require authorities to prepare
Statement of Accounts in accordance with proper practices. These require that the
Accounts are prepared by 30" June and approved and published by 30™
September after the end of the financial year.

The draft 2016/17 statement of accounts were signed by the Head of Corporate
Resources and Chief Financial Officers on 31%' May 2017 and published on the
Council’s website.

They will be available for public inspection by appointment from Monday 3™ July
2017, in line with the Accounts and Audit Regulations 2015. The inspection period
will conclude on 14™ August 2017, during which, and up to the conclusion of the
audit, any local government elector within the Rugby Borough is able to question or
make objections to the Council’s external auditor, Grant Thornton UK LLP.

The external audit by Grant Thornton will take place during July, after which the
Statement of Accounts will be formally published and a final report brought to Full
Council. Any material changes as a result of the audit will be reported to the Audit
and Ethics Committee and Council at the earliest opportunity once the Accounts
have been signed off by the External Auditor.

Faster Closedown

For 2017/18 local authorities will be required to approve and publish the accounts
by 315 May and 31°% July respectively (currently 30" June and 30™ September).
This represents a significant change to the Council’s financial operations and a
substantial challenge for the Financial Services team.
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3.3

ii)

Vi)

Through sound project management and a raft of system and process
improvements, the Accounts this year have also been produced earlier than in
previous years and the Council has successfully published the draft 2016/17
Accounts in-line with next year’s 2017/18 reduced statutory deadlines.

The Council will continue to explore ways to further enhance and expedite the
closedown process to ensure the revised statutory deadlines continue to be met in
future years.

The Statement Accounts 2016/17

The statement of accounts, which has been circulated separately, comprises of the
following financial statements;

The Narrative Report - includes financial summaries which detail the actual spend
and income for the year compared with the original budget; financial and non-
financial performance; risks and a financial outlook

Expenditure Funding Analysis — this is a new statement for 2016/17 which shows
how annual expenditure is used and funded from resources (government grants,
rents, council tax and business rates) by local authorities in comparison with those
resources consumed or earned by authorities in accordance with generally
accepted accounting practices.

Comprehensive Income and Expenditure Statement — records all of the
Council’'s income and expenditure for the year, in accordance with generally
accepted accounting standards. The top half of the statement provides an analysis
by service area, in-line with the Council’s structure. The bottom half of the statement
deals with corporate transactions and funding

The account is prepared in accordance with International Financial Reporting
Standards (IFRS), however, regulations allow local authorities to reverse or replace
certain items of income and expenditure. These items are summarised in the MIRS.

Movement in Reserves Statement — This shows the amounts transferred to/from
the various reserves held by the Council in order to provide services throughout the
year, having taken account of statutory adjustments for financing.

The statement shows that useable reserves reduced by approximately £2.1 million,
which was partially due to the planned transfer of £1.0 million of HRA balances for
capital investment.

Balance Sheet statement is a “snapshot” of the Council’s assets, liabilities, cash
balances and reserves at the year-end date.

The Council’s net worth increased from £109.4m to £161.7m mostly due to an £53
million increase in the valuation of the Council’s housing stock, following the
completion of the 5 yearly revaluation of this asset class during 2016/17.

Cash Flow Statement — details the main revenue, capital, investment and financing
cash movements during the year. Additional information is included within the notes
to the accounts.



Vi)

viii)

4.2

Housing Revenue Account (HRA) Statements — In accordance with the statutory
ring-fence, these show the income and expenditure relating to the provision of
Council housing and also the overall amount taken from/contributed to HRA
balances for the year.

Collection Fund Statement — shows the transactions relating to business rates
and council tax and illustrates the way in which they have been distributed between
the Council, Central Government, Warwickshire County Council, Warwickshire
Police and Parish Councils.

The notes of the main financial statements provide additional information to the
readers on the figures included within the statements.



Name of Meeting: Audit and Ethics Committee
Date of Meeting: 27th June 2017
Subject Matter: Draft Statement of Accounts 2016/17

Originating Department:  Corporate Resources



List of Background Papers

Document No. |Date| Description of Document | Officer's Reference | File Reference

1.

* The background papers relating to reports on planning applications and which are open
to public inspection under Section 100D of the Local Government Act 1972, consist of the
planning applications, referred to in the reports, and all written responses to consultations
made by the Local Planning Authority, in connection with those applications.

* Exempt information is contained in the following documents:

Document No. Relevant Paragraph of Schedule 12A

* There are no background papers relating to this item.

(*Delete if not applicable)
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NARRATIVE REPORT

Narrative Report of the Head of Corporate Resources and Chief Financial Officer
Financial Year ended 31st March 2016

Introduction
Dear Reader,

| am pleased to present the Rugby Borough Council Statement of Accounts (the Accounts) for the financial
year 2016/17 and | hope you will find them of interest.

The purpose of the Accounts is to summarise the financial performance for the year 2016/17 and the overall
financial position of the Council. Itisintended that these Accounts will provide a useful and important source
of financial information for the community, stakeholders, council members and other interested parties.

The style and format of the Accounts, complies with Chartered Institute of Public Finance & Accountancy
(CIPFA) standards and have been updated this year to be presented in a more user-friendly and accessible
fashion. The Accounts this year have also been produced earlier than in previous years and the Council has
successfully published the draft 2016/17 Accounts in-line with next year’s 2017/18 reduced statutory deadlines.

The Narrative Report provides information about Rugby, including the key issues affecting the Council and its
Accounts. It also provides a summary of the financial position at 31st March 2017 and is structured as below:

. About Rugby

. About Rugby Borough Council

. Our Priorities

. World Rugby Hall of Fame

. How your Council is performing

. Financial Overview of 2016/17

. Financial Performance in 2016/17

. Future Financial Outlook

© 00 N o g b~ W N P

. Risks
10. Explanation of the Financial Statements

11. Further Information

Mannie Ketley
Head of Corporate Resources and Chief Financial Officer
31st May 2017




1. About Rugby

Lying near the centre of England and stretching
from Coventry to the west and to the county
borders of Northamptonshire and Leicestershire in
the east, the borough of Rugby covers the town of
Rugby and 40 rural parishes, with a total
population of just over one hundred thousand and
covering an area of 88,000 acres. The borough is
one of the fastest growing in England, with further
growth expected with the delivery of Houlton, a
new community development on the site of the
old Rugby Radio Station.

Population

o

Office for National Statistics Mid-year estimates for 2014 reported that Rugby’s estimated population was

102,500 with the age profile as presented below.

Composition of Rugby Population

21.50%
(22,038)

M 0-15 Years

M 16-64 Years

M 65 Years & Older

19.70%
(20,193)

58.80%
(60,270)
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2. About Rugby Borough Council

Rugby is the primary local authority for the borough, providing popular services such as waste collection,
housing, leisure and culture, and development control. The Council is an active partner in the Coventry and
Warwickshire Local Enterprise Partnership (LEP) and the Coventry, Warwickshire and Hinckley and Bosworth
joint committee for economic growth and prosperity, and is a non-constituent member of the West Midlands
Combined Authority. The Council uses its influence within these organisations to facilitate benefits for the
borough including investment in jobs and infrastructure.

Political Structure in the 2016/17 Municipal Year
Rugby has 16 wards and the Council consists of 42 Councillors and following the local election on 50 May
2016 the political make-up of the Council was:

| Lberal DemocratGrowp | 0o 00000000000 |
| LabouwrGrowp | 000000 0000 |

The result of the local election did not change the overall membership of the Council, with representatives
from the Conservative, Liberal Democrat, Labour and the Independent Groups alongside an Independent
Councillor holding seats.

Management Structure
Supporting the work of Councillors is the organisational structure of the Council headed by the Senior
Management Team, led by Executive Director Adam Norburn.

Executive Director

Head of Corporate Head of Head of
Resources & Chief Enivroment & Communities &
Financial Officer Public Realm Homes

Head of Growth &
Investment
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Council Employees

At the start of April 2016 the Council employed 500 people. By
March 2017 this had increased by 15 (3.0%) to 515. The Council has
recently been developing its Corporate Values which recognises
(BT el st dad B0yl 1t 8 | the value and importance of Council staff in every aspect of the
Council’s work, sets out processes and procedures for staff
engagement and development.

DRIVE EXCELLENCE

3. Our Priorities

On the 25t April 2017 the Council approved the Corporate Strategy 2017-20, setting out our priorities for the
next three years. Our new strapline, “proud of our past, fit for the future,” will help us to focus on providing
facilities and growth that give us a strong and prosperous future while preserving and celebrating the best of
our past.

Under our new strapline we have set three overarching corporate priorities that reflect the need for public
services to change and reform.

These are:

e Provide excellent, value for money services and sustainable growth
e Achieve financial self-sufficiency by 2020
o Enable our residents to live healthy, independent lives

We have also created four new portfolios, each with their own priorities. These portfolios, allied with the “can
do” approach of our workforce, will allow us to deliver services that will help us be proud of our past, and fit
for the future.

More information on our Corporate Strategy can be found at:
https://www.rugby.gov.uk/info/20082/performance_and_strateqy/339/corporate_strateqgy 2017-2020



https://www.rugby.gov.uk/info/20082/performance_and_strategy/339/corporate_strategy_2017-2020

However, the previous Corporate Strategy covered the period 2012-16 with a view to ending its useful life at
the end of the 2016/17 financial year. Therefore, it is the previous Corporate Strategy 2012-16 that covers the
period relevant to these Accounts. The Corporate Strategy 2012-16 set out the Council’s priorities to achieve
outcomes for people, for business, for the environment, and for how the Council operates. All this pointing to
our overall objective: a borough that is Clean, Green and Safe. Our priorities for 2016/17 were to:

PEOPLE
e Support wider participation in decision making and help communities to deliver services.
o Facilitate the provision and upkeep of good quality housing to meet local needs and to cater for the
growth of Rugby.
e Provide leisure facilities and support independent and healthy living.
o Work with partners to reduce crime and antisocial behaviour.
o Provide safe and attractive streets.

BUSINESS
e Actively encourage parish councils and community bodies in neighbourhood development planning.
e Establish an environment that will attract new businesses into the borough and enable existing
businesses to flourish.
e Support training in new technologies and promote apprenticeship opportunities.
o Work with developers to provide new housing and infrastructure.
o Facilitate the expansion of Rugby town by identifying and removing barriers to growth.

ENVIRONMENT

Promote the highest standards of sustainability.

Actively progress energy-saving initiatives within the Council and by residents and businesses.
Provide new burial and cremation facilities.

Increase biodiversity across the borough.

Promote and maintain high levels of waste recycling.

Minimise the impact of litter and fly tipping.

COUNCIL

Increase the availability of information that will help residents and businesses.

Improve service delivery via customer-focused reviews and the development of our staff.
Engage in partnerships to meet local needs, reduce costs and increase efficiency.

Actively seek revenue-generating opportunities and apply charges in order to meet our costs.




RucsY

4. World Rugby Hall of Fame

The undoubted highlight of 2016/17 for Council came in
November 2016 when the inspiring, interactive, immersive World
Rugby Hall of Fame opened in the existing Rugby Art Gallery &
Museum.

The World Rugby Hall of Fame opened on 17 November, with an
induction ceremony for some of the top talent of the sport
including Jonny Wilkinson, Shane Wiliams and Heather Moyse.
The new, state-of-the art visitor attraction gives people the
opportunity to experience rugby's greats and the moments that
defined the sport in physical location for the first time.

The cost of the works to install the World Rugby Hall of Fame and reconfigure the entrance foyer and atrium
was £1.2m (million), which has been underwritten by Rugby Borough Council.

In the first sixth months of opening, approximately 12,000 people visited the World Rugby Hall of Fame. The
partnership with World Rugby, the sport’s governing body, is enabling a number of marketing activities to take
place at local, regional, national and international levels, promoting the town’s unique selling point as the
birthplace of the game to a greater extent than previously possible.

A new pricing strategy has been implemented and came into effect at the start of April 2017. This includes
admission charges for adults, children, concessions and families. Group packages have also been
developed, incorporating the wider rugby town centre offer, including Rugby School, the Webb Ellis Museum,
Art Gallery and Museum and guided tours. These were launched at a number of travel and trade exhibitions
in early 2017.

A series of events will take place during the year to increase footfall and raise awareness of the attraction,
including an annual induction ceremony. It has recently been announced that the World Rugby Hall of Fame
will be the future starting location for all future Men’s, Women’s and Sevens Rugby World Cup Trophy Tours. A
number of free admission days will be promoted during the year, open to all visitors but also specially targeted
at local residents.

An education programme is being delivered for Key stages 1, 2 & 3, including additional activities within the
Rugby Art Gallery & Museum, whilst there is a plan to engage with local rugby clubs for the new season
starting in August 2017.
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5. How your Council is performing

Aside from the achievements associated with the Hall of Fame, the Council’s other key performance
information of note for 2016/17 include:

PEOPLE

Housing
The Council continues to invest in its Housing stock, including:

e In the second year of the three-year window and door replacement programme the Council has
completed over 1,350 properties, investing £4.3m.

e 126 gas central heating installations were completed during the year costing £350,000.

e 123 new kitchens were installed during 2016/2017, costing £412,000.

The roll out of Universal Credit has contributed to an increase in the number of our tenants in arrears, due to
the time it is taking for DWP to process the claims. There were approximately 400 tenants in receipt of universal
credit at the end of March 2017 and the rent arrears exceeded total £330,000.

The Council leased its first Private Sector Leasing scheme property via a private landlord in June 2016. Since
then 23 units of private sector accommodation have been secured, which will house local people in housing
need. Itis anticipated that as a result, the Bed & Breakfast spend will reduce in 2017/18 by over £125,000.

Rugby Borough Council led a partnership bid from the Warwickshire Together Homelessness Early Intervention
Project to secure a £855,000 grant from the Department for Communities and Local Government's
Homelessness Prevention Trailblazers fund.

Crime and Disorder
Through our on-going Crime and Disorder initiatives, the following was evidenced:

e Serious Violent crime was reduced by 7.5 per cent
o Domestic burglary was reduced by 9 per cent
e Personal Anti-Social Behaviour - every victim that we supported saw a reduction in their vulnerability

Overall the social and economic costs of those priority crime types were reduced by £1,686,700 having spent
£57,000 in crime reduction initiatives. Representing a borough wide saving of £29.59 for every £1 spent.

Leisure and Independent and Healthy Living
The Council’s commitment to providing leisure facilities and supporting healthy and independent living is
demonstrated by:

e Averaging 36,000 contacts per quarter with children and young people aged 5-19

e Retention of 2000+ Swim School members accessing swimming lessons at The Queen’s Diamond
Jubilee Centre

¢ In partnership with Hill Street Youth Centre, securing 3 years’ youth funding for On Track & Play Services
totalling £90,000

e Securing additional £145,000 for Year 3 of Public Health Warwickshire funding for ‘Change Makers’
Family Lifestyle Programme across the County
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In January 2017 work to improve a flood-prone stretch of the Great Central Way started, thanks to a grant
from the Veolia Environmental Trust. Rugby Borough Council secured the £52,000 grant, awarded through
the Landfill Communities Fund, to tackle flooding on the footpath and cycle way between the Clifton Road
bridge and Hillmorton's Pytchley Road.

BUSINESS

Public Realm and Town Centre

A number of improvements were made to enhance
the public realm of the town centre, including the
following:

e The replacement and refurbishing of timber
benches is ongoing and the programme is now
working towards the periphery of the town
centre

e Town centre car park lighting has been
upgraded to energy efficient LED lamp heads

e Town centre car park pay & display machines
have either been totally replaced or had new
tops fitted on them

Growth and Investment
The Council’s pro-growth agenda continued to facilitate investment and growth in Rugby, as evidenced by:

e Commencement of development at the Houlton site, a new community development on the site of
the old Rugby Radio Station.

e Phase 2 Elliot Fields is situated immediately west of the recent Elliott’s Field regeneration, totaling
150,000sgft retailing. Due to open October 2017.

e Rugby Borough Council was awarded the Best ‘Small Business Friendly’ campaign award as part of
the Federation of Small Business’ annual Local Authority Awards. The award was for the Council's work
on generating wealth for the economy before, during and after the Rugby World Cup

e In 2016 the Council launched “The Rugby Town” promotional branding and website for the town
centre, to assist with destination marketing. See www.therugbytown.co.uk.

Encourage parish councils and community bodies in neighbourhood development planning
Wolvey, Wolston, Ryton on Dunsmore and Brandon and Bretford Parish Council have all commenced the
neighbourhood plan process and now all have Neighbourhood Area Designation status.

Apprenticeships

The Council introduced a Corporate Apprenticeship scheme in 2012, to date there have been twenty-four
apprentices since the scheme started. Our apprentices provide a range of valuable support to a number of
different services across the Council and have, at times, filed essential gaps that can appear at times when

this is no contingency.
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ENVIRONMENT

Parks and Open Spaces
2016/17 was also a successful year for the Council’s parks and open spaces, with recognition for:

e Rugby gaining a Gold award in both the regional Heart of
England in Bloom and the National Britain in Bloom
campaigns.

e Gained a Green Flag award for both Caldecott Park and
Centenary Park.

¢ |n addition, Centenary Park has been recognised officially
as the most improved park in the country, by the Fields in
Trust

e Successfully gained funding via the Woodland Trust to plant
over 28,000 trees on our parks and open spaces.

e Successfully worked with our communities to transform
Millennium Green and Gladstone Green as part of the
Government’s Pocket Parks programme

e Successfully secured £182,000 from the Landfill tax scheme
to improve our parks and open spaces

e Supported over 8,000hrs of volunteering on our green
spaces.

e Supported the creation of the second National Hedgehog
improvement area around Rugby

Minimise the impact of litter and fly tipping

A pile of rubbish was dumped in Caldecott Park on 21t
March 2017 to mark the launch of a new campaign to
crackdown on fly-tipping. The Council staged the fly-
tipping stunt to promote the launch of
#CrimeNotToCare, a nationwide campaign
coordinated by Keep Britain Tidy. In 2016, the Council
dealt with more than 1,400 fly-tipping incidents, leaving
the taxpayer to foot a clean-up bill of nearly £57,000
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Increased Availability of Information

The Visitor Centre has made the shortlist of three for the Visitor Information Provider of the Year Award, which
honours quality customer service and satisfaction at the country's leading tourist destinations. Based at Rugby
Art Gallery and Museum - home of the World Rugby Hall of Fame - the Visitor Centre was judged on a range
of criteria, including the quality of information on offer, the staff's knowledge and enthusiasm, use of social
media, and the products sold in the centre's shop.

2016 also saw the launch of the Rugby Multilink project, offering free advice and support to the borough's
Polish-speaking community. The project links established Polish-speaking residents with new residents in need
of help and support through a Polish Facebook page and Polish language online form.
https://www.rugby.gov.uk/info/20053/community development/334/rugby multi-link

Partnership working

e During 2016/17 Rugby Borough Council became a non-constituent member of the West Midlands
Combined Authority.

e Renewal of the Warwickshire Direct Partnership, resulting in service improvement and cost savings.

o Member of the Warwickshire Counter-Fraud Partnership, working with other authorities in Warwickshire
to reduce the incidence and cost of fraud.

e The Council also continues to work in partnership with the community and voluntary sector to great
effect across a wide and varied range of services.

Further details of the Council’s partnership working can be found within Note 36 Related Party Transactions.

Improved Service Deliveries via Customer Focused Reviews

An end-to-end review of void HRA properties was completed, leading to a reduced void levels which now
stand at 28 days for 2016-17, a significant reduction from 39 days in 2015-16. This reduction equates to an
increased rental income for the Council of approximately £50,000 per annum.
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RucsY

6. Financial Overview

Local authorities have taken the biggest hit in terms of central government cuts since 2010. The Council has
seen significant reductions in some of its core funding streams since 2010, for example our Revenue Support
Grant has reduced from £3.2m in 2013/14 to £1.1m in 2016/17.

Even with these cash funding reductions, the Council was able to set a balanced budget for 2016/17. The
2016/17 balanced budget position was underpinned by the Council’s strong track-record of delivering
organisational transformation and efficiency savings, to meet the challenges of the national deficit reduction
programme. Through sound financial management and an embedded culture of organisational efficiency,
as demonstrated through our service reviews and systems thinking methodology, the Council has protected
front-line services whilst also keeping council tax low for residents.

The Council has also benefited from additional income from retained business rates and New Homes Bonus
(NHB). It has been well publicised that Rugby is one of the fastest growing towns in the country and the fastest
in the West Midlands and this was reflected in the level of income the Council budgeted to receive from
these schemes. The Medium Term Financial Plan (MTFP) forecast that the Council would retain an extra
£329,000 of business rates in 2016/17 and a further £426,000 in 2017/18. In terms of NHB, the Council’s “going
for growth” agenda has led to further increase in income with an additional £782,000 budgeted in 2016/17.

Partially offsetting the strong business rates growth, was the need to significantly increase the provision for
losses against appeals, relating to potential reductions in the rateable value of a number of key sites, including
supermarkets, warehouses and distributions depots, in addition to losses from the national claim on GP
surgeries. The Council’s 40% share of this loss equates to around £1.4m which under regulatory provisions had
to be budgeted for in 2016/17 as a collection fund deficit. This loss was met in the 2016/17 budget by a
contribution from the Business Rates Equalisation reserve.

Throughout the budget setting process, the intention was to raise council tax by 1.99%, however following the
Final Settlement announcement, Members made the decision to increase council tax by £5 on the average
Band D. This was the first time that a council tax rate increase had been seen in Rugby since 2010.

However, despite the balanced budget position for 2016/17, the budget setting process concluded with the
Council standing in a mixed and uncertain medium term financial position. This uncertainty centred around
the future of local government finance system, most notably the reform of NHB and 100% Retained Business
Rates. Due to the aforementioned uncertainty, the future years’ projections produced in the 2016-20 Medium
Term Financial Plan (MTFP) were identified as to be treated as indicative figures only, with potential shortfalls
of approximately £1.9m in 2018/19 and £2.1m in 2019/20.

For the Housing Revenue Account (HRA) a number of policy and other changes emerged following the 2015
election. The most significant for the budget was the requirement reduce rents by 1% each year from 2016/17
until 2019/20.

The substantial loss of rental income under the new regulations meant the HRA would fall into an illegal deficit
within 2 years. To mitigate this, a detailed review of balances was undertaken and recommended reducing
HRA balances by £1.350m and a HRA savings target of £800,000 was also incorporated into the 2016/17
budget and the HRA medium term financial plan.
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7. Financial Performance in 2016/17

General Fund

In 2016/17 the Council had total Portfolio expenditure of £15.167m against a revised budget, of £15.433m
resulting in an underspend of £266,000. Net revenue expenditure budgets include service specific income,
such as fees and charges and specific grants.

The year-end position on portfolio net expenditure is set out in the table below.

Portfolio Revised Actual Variance
Budget

£°000 £’000 £’000
Growth & Investment 3,107 3,224 117
Corporate Resources 2,126 2,156 30
Environmental & Public Realm 7,467 7,083 (384)
Communities and Homes 1,083 1,066 av)
Executive Director 1,650 1,638 (12)
Corporate items (154)

Total Net Revenue Expenditure 15 693 15 273 (420)

Some of the key variances included:

e £200,000 of budgeted sponsorship income for the Hall of Fame will be recognised in future years

e A £55,000 saving following the contract revision for Town Centre & CCTV Management.

e £40,000 of additional burial and licence income for the Cemeteries service.

e A reduction in budgeted costs for the Recycling Gate fee of £110,000, due to reduced unit costs
charged by the contractor.

e Increased costs for the provision of temporary accommodation of £50,000 following an increase in
demand locally. New Universal Credit procedures also means the level of income we have been
able to recover is now reduced.

The sources of income from which the Council’s net revenue expenditure was financed, together with the
final expenditure position against the revised budget is set out in the table below.

Revised Actual Variance
Budget
£°000 £°000 £°000

Revenue Support Grant (1,098) (1,098) -
Retained Business Rates (4,226) (4,175) 51
Council Tax (6,746) (6,746) -
New Homes Bonus Grant (3,221) (3,221) -
Other Grants (427) (446) (29)
Collection Fund Deficit 1,365 1,365 -
Other (1,243) (1,243)

Total Funding (15,596) (15,564) —
NET POSITION (291) (388)
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The table above shows that the final position was an underspend of £388,000 and after accounting for carry
forward requests and other in-year budget adjustments the net position of £291,000 was added to General
Fund balances.

General Fund Balances
After accounting for all in-year budget adjustments and reserve transfers, £291,000 will be added to General
Fund revenue balances to leave a total in balances of £2.159m at the end of 2016/17.

Corporate Savings

Included within this year-end position is £488,000 of savings achieved against the Council’s revised annual
corporate savings target of £405,000, as a result of greater efficiencies realised throughout the year.

Key savings contributing to the achievement of this target include:

e Afurther £120,000 saving from Refuse and Recycling, in relation to savings achieved through reduced
gate fee charges

e Arestructure of the Council’s Democratic Services function, which realised on-going annual savings
of approximately £40,000 per year.

e Software savings from better procurement in the region of £20,000

e £12,000 saving from the re-negotiation of the Warwickshire Direct Partnership

e Salary savings from vacant posts exceeding £80,000

Budget Stability Reserve

£269,000 was taken from the reserve in 2016/17 to fund the Local Plan & CIL programme (£49,000) and also
items included in the 2016/17 budget resolution (£210,000). This contribution was offset by a transfer to the
reserve of £192,000 from the overachievement of Planning income, leaving the balance in the budget stability
reserve will be £75,000 at year-end. There are no immediate plans in 2017/18 to use this reserve but the
balance is to be set aside to mitigate future budget volatility.

Business Rates Equalisation Reserve
The opening balance on the reserve was £1.353m, however £914,000 was budgeted to be used in 2016/17 to
meet the actual 2015/16 Collection Fund deficit. The closing balance on this reserve in 2016/17 is £439,000.

Other Reserves
In addition to the transfers set out above, a further £637,000 has been added to other General Fund
earmarked reserves in 2016/17, giving a net transfer of £348,000 to be taken reserves.

At 31st March 2017 the Council had total earmarked General Fund reserves of £3.409m.

Note 13 details the movements in these earmarked reserves for 2016/17.
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Collection Fund

Council Tax

The amount credited to the General Fund in 2016/17 for council tax income is fixed to the budgeted amount
of Council Tax billed during the year, not the cash actual collected. Any difference between the actual
amount collected and the forecast will feed through into a surplus or deficit on the Collection Fund, to be
met from or credited to future year’s budgets.

For 2016/17 the actual cash position for council tax was an overall surplus of £837,000 on council tax. This will
be distributed between Rugby Borough Council, Warwickshire County Council and The Office of the Police
and Crime Commissioner for Warwickshire in the relevant shares. The Council’s share of the surplus is £99,000
and this will be credited to the General Fund budget in 2018/19.

Business Rates

The impact on the General Fund for business rates partially follows the council tax collection fund model, in
that only some of the transactions go through the Collection Fund, whereas others are a direct charge for the
General Fund.

The actual business rates income collected, does go through the Collection Fund and in 2016/17 we have
achieved in year surplus of £209,000. This will be distributed between Rugby Borough Council, Warwickshire
County Council and Central Government in the relevant shares. The Council’s share of the surplus is £84,000
and this will be credited to the General Fund budget in 2018/19.

The Council has to make a levy payment to Government each year, which is equivalent to 50% of its share in
the growth of local business rates. However, this levy payment is based on actual cash performance each
year, bi-passing the Collection Fund, and is therefore a direct charge to the General Fund in-year.

As a result of improved performance and additional growth in business rates in 2016/17, as set out above, the
Council will have to make a larger levy payment to Government than budgeted. A net levy of £1.8m has
been charged to the General Fund and this has resulted in a shortfall of £50,000 compared to the original
business rates budget in year.

In summary, as a result of this partial Collection Fund model for business rates, there is an adverse variance
against budget even though the actual 2016/17 cash performance was positive. The benefit of this
favourable performance will be credited to the 2018/19 budget.
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Housing Revenue Account

The original budget approved in March 2016 recommended reducing HRA balances by £1.350m, maintaining
a prudent overall balance, whilst mitigating the impact of the 1% rent reduction instigated by Government
for the period 2016/17 to 2019/20. During the year further net budget changes of £65,000 were approved to
be taken from balances. The following table shows how the actual net surplus compared to the revised
budget:

Revised Actual Variance
Budget
Expenditure 18,280 17,060 (1 220)
Income (18,325) (18,217)

Net cost of HRA Services (45) (1,157) (1 112)

Corporate items 110 1,204 1,094

Surplus () / Deficit for year 15)

In overall terms £1.397m was taken HRA revenue balances to leave a total of £1.431m at 31st March 2017.

The HRA also held £16.693m in earmarked reserves at 31st March 2017, in addition to £2.463m in the Major
Repairs Reserve.

Capital

Capital expenditure is defined as expenditure on the purchase, improvement or enhancement of assets, the
benefit of which impacts for longer than the year in which the expenditure is incurred. Capital expenditure
for the year was £10.465m. The expenditure analysed by portfolio was:

Portfolio Revised Actual Variance
Budget
£°000 pa0]0]0] £°000
Corporate Resources 7,576 6,916 (660)
Growth & Investment 1,336 1,355 19
Environmental & Public Realm 1,744 1 299 (445)
Communities & Homes 1,436 (541)

T how Lo (1627)

Some of the main reasons for the budget underspend of £1.6m were:
e Ongoing contract roll-out for CSW superfast broadband (£160,000)
Energy Efficiency external cladding at Long Lawford (completed April 2017) (£294,000);
Delayed implementation of Route Optimiser system (£127,000);
Ongoing commitment of Carbon Management Plan - Phase 4 Solar Panel installation (£265,000)

At 31st March 2017 the Council held £7.9m of capital receipts and £0.7m capital grants that had not yet been ,.../-"'/
applied for financing expenditure. ,/

The graphs below show how the money was spent and how it was financed. g—
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The capital expenditure was funded from a variety of sources including the following:

Capital Financing 2016/17

Capital Reserves
(£5.3m)
Capital Receipts 51%
(£0.2m)
2%

Borrowing (£2.7m)
26%
Grants &
Contributions (£0.9m)
9%

Sums set aside from
revenue (£1.3m)
12%
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Pension Fund

The Accounts shows that the Pension Fund now has a deficit of £40.2m, this is an increase in the deficit of
£6.8m since last year. The main reason for the decrease in the deficit was due to £5.1m of actuarial losses
from changes in financial assumptions. Actuarial losses are recognised in Other Comprehensive Income and
Expenditure; however, they have no impact on General Fund Balances in 2016/17. Statutory arrangements
for funding the deficit mean that the financial position of the Council remains healthy. The deficit on the
Local Government Pension Scheme will be made good over 19 years by increased contributions over the
remaining working life of employees, as assessed by the scheme actuary.

Current Borrowing and Capital Resources

All of the borrowing disclosed in the balance sheet relates to the financing of capital expenditure incurred in
2016/17, earlier years, and for future years. The balance currently stands at £101.8m (both short and long term
borrowing) as shown on the balance sheet. Future capital expenditure will be financed from borrowing,
revenue contributions, sale of surplus fixed assets, capital grants and contributions, and relevant funds within
earmarked reserves.

Investments in Iceland

Early in October 2008, the Icelandic banks Landsbanki and Glitnir collapsed. The Council had £3m deposited
across these institutions. During 2013/14 the Council sold its remaining claim in Landsbanki via auction in
conjunction with the majority of other local authorities affected by this matter. The Glitnir claims were paid in
full in 2011/12, although a proportion of the disbursement remains held in Icelandic Krona until such time as
currency controls are lifted. Details of the remaining funds held in escrow are included at Note 9.
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8. Future Financial Outlook

The Council is committed to achieving financial self-sufficiency and recognises that whilst the Council has
responded successfully to the challenge so far, the Council will have to continue to adapt and alter its
operations over the medium term in order to meet its objective of becoming financially self-sufficient by 2020.
With this objective in mind the Council has taken a pro-active approach and took early and decisive action
to address the gaps in the MTFP that was presented to Cabinet in February 2016.

In May 2016 the Council completed its restructure of the senior management team, moving from two
Executive Directors and six Heads of Service to one Executive Director and four Heads of Service, resulting in
savings of approximately £200,000 per year for the General Fund.

Following a series of employee briefings over the spring and summer of 2016, where Senior Management set
out the financial position to the wider workforce, staff were invited to express an interest in taking voluntary
redundancy. Proposals from nine officers were accepted, at a cost of £205,000, but providing annual year-
on-year savings of £222,000 and therefore paying back the initial costs within twelve months.

Senior Management also continued to apply recruitment restrictions to vacant posts and as a result identified
a number of them for disestablishment, providing savings of £100,000 in the 2017/18 budgets.

Our Digitalisation transformation project is underway, which will harness improved use of IT for delivering
services to our customers and improving efficiency. Examples of initiatives underway include the introduction
of “route optimisation” software, for the waste service and the use of electronic forms for Benefit claims.
Across the medium term itis expected that digitalisation will produce annual efficiency savings for the Council
in the region of £250,000.

The Council is also continuing to explore opportunities for income generation and alternative service delivery
models including commercial opportunities, social enterprises and trusts. Within the 2017-20 MTFP a prudent
£200,000 is programmed in for achievement from such sources from 2019/20.

However, despite the savings realised from these transformation programmes, the Council still had to consider
and implement a number of key policy changes in order to set a balanced budget for 2017/18 and reduce
the budget deficits in the later years of the MTFP.

Firstly, on 7th February 2017 Council approved the introduction of a charged for garden waste collection
service from the 1st April 2017/18. The budget forecast for 2017/18 was based on 10,000 subscriptions
providing an income of £400,000 for the Council. However, by the end of May 2017 more than 19,500 residents
had subscribed to the garden waste collection service, generating an income of more than £700,000. This
outstanding take-up puts the Council in a stronger position to close the budget gaps in our MTFP.

At the same Council meeting the introduction of a charge for entry to the Hall of Fame was also approved.
An annual income of £165,000 has been included in the budget from this charge. Finally, later in February,
Council approved a £5 increase in the council tax for 2017/18 providing an additional £50,000 for the financial
year.

Despite this positive progress in transforming the organisation and its finances, from a funding perspective the
landscape for the local government sector remains challenging. Although some of the uncertainty
surrounding the future of NHB has been resolved, crucially there continues to be substantial uncertainty
surrounding the shape of the 100% retained business rates.
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Fundamental changes to the NHB scheme were announced within the 2017/18 Local Government Finance
Settlement. Including a reduction in the number of years that NHB is allocated for, reducing from 6 years to
4 years, and the introduction of a “deadweight” factor that means that NHB will not be received for
approximately the first 150 homes that are delivered each year in Rugby. Consequently, Rugby stands to
lose approximately £3.8m over the remaining three years of the settlement period, compared to the initial
scheme design. Furthermore, when coupled with a similar reduction in Revenue Support Grant (RSG) and
further reductions in other government grants, Rugby has seen a £1.2m cash reduction in grant funding in
2016/17, equivalent to a 7.5% reduction in the net revenue budget.

Prior to the announcement of the General Election, the Government had set out to implement 100% Business
Rates scheme by 2020/21, however this timetable may now shift under a newly formed government. The
move to 100% business rate retention will build on the current rate-retention system, introduced in 2013/14,
where local government retains 50% of business rates. The Government is consulting on how the new system
will work and the Council responded to a number of consultations, most recently in May 2017. The main risk
the Council faces from the move to 100%, is a potential full reset of the system at the point of implementation,
resulting in a redistribution of the growth generated since 2013/14 across authorities nationally. This approach
could mean that Rugby Borough Council would not be able to retain the £2m growth generated since
2013/14. The loss of £2m in our base budget would be extremely challenging for the Council.

The Council has provided a strong response to the consultations so far and will continue to argue in further
consultations that authorities that have taken a proactive approach to generate growth in their local
economies should be sufficiently rewarded by the system.

In summary, the Council has taken a pro-active approach and made sound progress in addressing the
budget gaps in its MTFP. This action has seen the deficits fall to £350,000 in 2018/19 and £500,000 in 2019/20.
However, the reform to business rates poses a significant risk to the Council’s finances in the medium terms
and there is still work to be done to achieve our objective of becoming financially self-sufficient by 2020.
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9. Risks

The Risk Management Strategy is a foundation for embedding effective risk management within the day-to-
day work of the Council. The Strategy is formally reviewed, endorsed and approved by Cabinet on an annual
basis to ensure it remains fit for purpose.

The Council monitors and manages its corporate risks through the Strategic Risk Register. The Strategic Risk
Register is focussed to reflect the risks associated with delivery of the Corporate Strategy and the corporate
priorities that it identifies. The Strategic Risk Management Group review the register on a quarterly basis,
ensuring that it remains valid and up to date, as part of a broader review of Risk Management within Rugby
Borough Council.

The Strategic Risk Register is subsequently endorsed by Cabinet on an annual basis, and is subject to scrutiny
and review by the Audit & Ethics Committee. The current risk register will be issued for endorsement by
Cabinet in June 2017.

The rolling programme of operational risk register reviews is continuing, and following approval of the
Council’s new Corporate Strategy a full formal review will be completed by September 2017. All managers
and service heads are aware that operational risk registers are subject to ongoing review.

10. Financial Statements

The Accounts sets out the Council’s income and expenditure for the year, and its financial position at 31st
March 2017. It comprises core and supplementary statements, together with disclosure notes. The format and
content of the financial statements is prescribed by the CIPFA Code of Practice on Local Authority
Accounting in the United Kingdom 2016/17, which in turn is underpinned by International Financial Reporting
Standards; A Glossary of key terms can be found at the end of this publication.

The Expenditure and Funding Analysis shows how annual expenditure is used and funded from resources
(government grants, rents, council tax and business rates) by local authorities in comparison with those
resources consumed or earned by authorities in accordance with generally accepted accounting
practices. It also shows how this expenditure is allocated for decision making purposes between the
Council’s portfolios. Income and expenditure accounted for under generally accepted accounting
practices is presented more fully in the Comprehensive Income and Expenditure Statement.

The Comprehensive Income and Expenditure Statement records all of the Council’s income and expenditure
for the year, in accordance with generally accepted accounting standards. The top half of the statement
provides an analysis by service area, in-line with the Council’s structure. The bottom half of the statement
deals with corporate transactions and funding. Expenditure represents a combination of:

e services and activities that the Council is required to carry out by law (statutory duties) such as street
cleaning, planning and waste collection; and,
e discretionary expenditure focussed on local priorities and needs.

A Movement in Reserves Statement is a summary of the changes to the Council’s reserves over the course of
the year. Reserves are divided into “useable”, which can be invested in capital projects or service
improvements, and “unusable” which must be set aside for specific purposes.
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The Balance Sheet statement is a “snapshot” of the Council’s assets, liabilities, cash balances and reserves at
the year-end date.

The Cash Flow Statement shows the reason for changes in the Council’s cash balances during the year, and
whether that change is due to operating activities, new investment, or financing activities (such as repayment
of borrowing and other long term liabilities).

Notes to support the primary statements provide more detail about the Council’s accounting policies and
individual transactions.

The Housing Revenue Account reflects the statutory obligation to maintain a revenue account for local
authority housing provision. It includes the debit and credit items required to be taken into account in
determining the surplus or deficit on the HRA for the year. The HRA is incorporated into the Comprehensive
Income and Expenditure Statement

The Collection Fund Statement includes transactions relating to council tax and business rates income. Rugby
Borough Council is responsible for collecting local taxes on behalf of Warwickshire County Council, Office of
the Police and Crime Commissioner for Warwickshire, Parish Councils and the Borough Council itself, these
are all accounted for within the Collection Fund.

The Annual Governance Statement sets out the governance structures of the Council and its key internal
controls.

Main Changes to the Accounts

Following the completion of the ‘Telling the Story’ review by CIPFA on improving the presentation of local
authority financial statements, the 2016/17 Code changed the segmental reporting arrangements for the
Comprehensive Income and Expenditure Statement and introduced the Expenditure and Funding Analysis.

The new Expenditure and Funding Analysis brings together local authority performance reported on the basis
of expenditure measured under proper accounting practices with statutorily defined charges to the General
Fund and HRA. Both the Comprehensive Income and Expenditure Statement and the Expenditure and
Funding Analysis include a segmental analysis which requires local authorities to report performance on the
basis of how they are structured and how they operate, monitor and manage financial performance.

Therefore, local authorities are no longer required to report the cost of individual services in their
Comprehensive Income and Expenditure Statement in accordance with the format specified in Section 3 of
SeRCOP and its formal definition of Total Cost in Section.

The 2016/17 Code also introduces a new streamlined MiIRS which:

e presents the Total Comprehensive Income and Expenditure from the Comprehensive Income and
Expenditure Statement as one line - on the basis that the columnar analysis of the usable and
unusable reserves automatically separates the movements between the Surplus and Deficit on the
Provision of Services and Other Comprehensive Income and Expenditure, and

e excludes the transfers between earmarked reserves and the columnar analysis of earmarked reserves
as these are not a formal part of financial reporting and are not required by statutory prescription
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11. Further Information

If you would like to receive further information about the Accounts please contact the Financial Services
Team at Town Hall, Evreux Way, Rugby, CV21 2RR.
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Statement of Responsibilities for the Statement of Accounts

The Council's Responsibilities

The Council is required:
¢ to make arrangements for the proper administration of its financial affairs and to secure that one of
its officers has the responsibility of those affairs. In Rugby Borough Council, this is the Head of Corporate
Resources and Chief Financial Officer;
e to manage its affairs to secure economic, efficient and effective use of resources and safeguard its
assets; and
e to approve the Statement of Accounts.

The Head of Corporate Resources and Chief Financial Officer’s Responsibilities

The Head of Corporate Resources and Chief Financial Officer is responsible for the preparation of the
Council’s Statement of Accounts in accordance with proper practices as set out in the Chartered Institute of
Public Finance and Accountancy 2016/17 Code of Practice on Local Authority Accounting in the United
Kingdom (the Code).

In preparing this Statement of Accounts, the Head of Corporate Resources and Chief Financial Officer has:
e selected suitable accounting policies and applied them consistently;
¢ made judgements and estimates that were reasonable and prudent;
e complied with the Code of Practice;

The Head of Corporate Resources and Chief Financial Officer has also:
e kept proper accounting records which were up to date; and
¢ taken reasonable steps for the prevention and detection of fraud and other irregularities.

Head of Corporate Resources and Chief Financial Officer’s certificate

| certify that this Statement of Accounts has been prepared in accordance with proper practices, and
presents a true and fair view of the financial position of the Council at 31st March 2017 and its expenditure
and income for the year then ended.

Mannie Ketley
Head of Corporate Resources and Chief Financial Officer
Date:

Approval of Statement of Accounts
In accordance with the Accounts and Audit Regulations 2015, | certify that the Statement of Accounts was
approved by the Council.

Michael Stokes
Leader of the Council
Date:
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The Expenditure and Funding Analysis shows how annual expenditure is used and funded from resources
(government grants, rents, council tax and business rates) by local authorities in comparison with those
resources consumed or earned by authorities in accordance with generally accepted accounting practices.
It also shows how this expenditure is allocated for decision making purposes between the council’s portfolios.
Income and expenditure accounted for under generally accepted accounting practices is presented more
fully in the Comprehensive Income and Expenditure Statement.

Net
Expenditure
Chargeable to

the General
Fund and HRA
Balances

£’000

2,341

5,685

603

(10,972)

1,589

2,235

952

2,433

(7,751)

(5,318)

(20,466)

(5,318)

(25,784)

2015/16

Adjustments
Between the
Funding and
Accounting
Basis

909

1,882

950

(2,486)

(46)

50

1,259

(2,527)

(1,268)

Net Expenditure
in the
Comprehensive
Income and
Expenditure
Statement

£000

3,250

7,567

1,553

(13,458)

1,543

2,285

952

3,692

(10,278)

(6,586)

Growth and Investment

Environmental and
Public Realm

Communities and Homes
General Fund

Communities and Homes
HRA

Corporate Resources

Executive Directors Office

Rugby World Cup

Net Cost of Services

Other Income and
Expenditure

Surplus or Deficit

Opening General Fund and
HRA Balance

Plus / Less Surplus (-) or
Deficit on General Fund
and HRA Balance in Year

Closing General Fund and
HRA Balance at 31st March

Net Expenditure
Chargeable to
the General
Fund and HRA
Balances

2,003

5,714

410

(10,375)

1,928

1,626

1,306

786

2,092

(25,784)

2,092

(23,692)

2016/17

Adjustments
Between the
Funding and
Accounting
Basis

1,057

1,640

443

(40,782)

51

32

(37,559)

(11,024)

(48,583)

Net Expenditure
in the
Comprehensive
Income and
Expenditure
Statement

£000
3,060

7,354

853

(51,157)

1,979

1,658

(36,253)

(10,238)

(46,491)




Comprehensive Income and Expenditure Statement
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This statement shows the accounting cost in the year of providing services in accordance with generally
accepted accounting practices, rather than the amount to be funded from taxation or rents. Authorities raise
taxation and rents to cover expenditure in accordance with regulations; this may be different from the
accounting cost. The taxation position is shown in both the Expenditure and Funding Analysis and the
Movement in Reserves Statement.

3]st March 2016

31st March 2017

Exp Inc Net
20[0]0) £ 210[0]0) 20[0]0)

5,381
18,483
2,686
5,138
26,019
2,466
1,066
61,239

(2,131)
(10,916)
(1,133)
(18,596)
(24,476)
(181)
(114)
(57,547)

3,250
7,567
1,553
(13,458)
1,543
2,285
952
3,692

2,716
2,996

(15,990)
(6,586)
(42)

(18,180)
(155)
(11,772)
(30,149)

(36,735)

Growth and Investment
Environmental and Public Realm
Communities and Homes - General Fund
Communities and Homes - HRA
Corporate Resources
Executive Directors Office
Rugby World Cup
Cost of services

Other operating expenditure (Note 14)

Financing and investment income and
expenditure (Note 15)
Taxation and non-specific grant income
(Note 16)

Surplus (-) / Deficit on provision of services
Gains (-) / Losses on hedging instruments
(Note 40)

Surplus (-) / Deficit on revaluation of
property, plant & equipment (Note 22)
Downward valuation of financial
instruments (Note 42)
Re-measurements of the net defined
benefit liability (Note 37)

Other comprehensive income (-) and
expenditure
Total comprehensive income (-) and
expenditure

Exp Inc Net
£000 £000 20[0]0)

5,332
16,583
2,578

(32,939)
22,816
1,944

16,314

(2,272)
(9,229)
(1,725)

(18,218)

(20,837)

(286)

(52,-567)

3,060
7,354
853
(51,157)
1,979
1,658

(36,253)
3,197

2,746

(16,181)
(46,491)
(268)

(10,605)
(58)
5,091
(5,840)

(52,331)

The 2015/16 gross income and expenditure figures within Cost of Services and also Other Operating
Expenditure have been restated to reflect a change in accounting policy following the introduction of the
Expenditure and Financing Analysis (EFA). There is no impact upon the Surplus or Deficit on Provision of
Services and further details are provided within Note 6 Prior Period Adjustment, Changes in Accounting
Policies and Estimates and Errors.
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Movement in Reserves Statement

This statement shows the movement in the year on the different reserves held by the Council, analysed into
‘usable reserves’ (i.e. those that can be applied to fund expenditure or reduce local taxation) and other
‘unusable reserves’.

The statement shows how the movements in year of the Council’s reserves are broken down between gains
and losses incurred in accordance with generally accepted accounting practices and the statutory
adjustments required to return to the amounts chargeable to council tax or rents for the year. The Net
Increase/Decrease line shows the statutory General Fund Balance and Housing Revenue Account Balance
movements in the year following the adjustments.

The graph below shows how the Council’s usable reserves have changed during 2016/17.

2016/17 Usable Reserves

25,000
20,000
3
3 15,000
[€A]
10,000
h l I I I
General Fund Housing Revenue  Capital Receipts Major Repairs Capital Grants
Balance Account Reserves Reserve Unapplied

W As at 31st March 2017 M As at 31st March 2016

The reasons for the movement on some of the reserves is as follows:

General Fund Balance

The General Fund Balance at 31st March 2017 consists of £2.159m within the general balance and £3.409m
within earmarked reserves, totalling £5.568m at year-end. In 2016/17 a total of £291,000 was added to general
balances at year-end, however this includes a net transfer of £348,000 from earmarked reserves in 2016/17 to
support General Fund services and mitigate budget volatility, resulting in an aggregated reduction of £52,000
on total General Fund balances compared to 2015/16. Details of the £348,000 earmarked reserve transfers
can be seen in Note 13.
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HRA Reserves

The HRA Balance at 31st March 2017 consists of £1.431m within the revenue balance, £954,000 within the
Housing Repairs Account, and balances held for capital investment of £15.687m. In 2016/17 a total of £2.037m
was taken from balances at year-end. Within this figure, £1.397m was taken from the revenue balance to
mitigate the impact of the 1% rent reduction; £323,000 was added to the Housing Repairs Account to ensure
resilience for responsive and planned repairs in future years; and £1.014m was taken from capital investment
balances. The latter provides resources to fund new build properties, strategic land acquisition, and suitable
properties from the open market. Up to 30% of the cost of such acquisitions can be met from Right-to-Buy
receipts (see Capital Receipts Reserve)

Capital Receipts Reserves

The Council sold 26 properties under the Right-to -Buy scheme in 2016/17 generating net receipts (after
pooling) of £1.6m which will be utilised to fund replacement properties (up to 30% of cost) in future years. The
level of acquisitions is forecast to rise in future years to provide one-for-one replacement subject to market
conditions.

Major Repairs Reserve

The Council is currently mid-way through a total door and window replacement programme of £12m for its
housing stock. It is anticipated that the level of the reserve will fall from 2015/16 until 2017/18 when this
programme of works is completed.
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2016/17

Account (HRA)
Capital Receipts

Reserve
Total Unusable

Reserves
Total Councill

Capital Grants
RENEIWES

General Fund
Unapplied

(GF) Balance
Major Repairs
Reserve

Total Usable

RENEIEY

| £000 | _£000 | _£000 | _£000 | _£000 | £000 | _£000 | £000 _

Balance at 31 March 2016 (5,624)  (20,160)  (6,539)  (3,839) (709)  (36,871) (72,533) (109,404)
Movement in reserves

during 2016/17

UCTEEN SR I(E MEE 1,397  (47,888) (46,491)  (5,840)  (52,331)

Income & Expenditure

Adjustments between
accounting basis & funding (1,341) 49,924 (1,382) 1,376 20 48,597 (48,597) -
basis under regulations

ngé?f? ®) orbecrease n 56 2,036 (1,382) 1,376 20 2,106 (54,437)  (52,331)

Balance at 31st March 2017

carmiod forward (5568)  (18,124)  (7.921)  (2,463) (689) (34,765)  (126,970) (161,735)

2015/16

Housing Revenue
Account (HRA)
Capital Receipts
Capital Grants
Total Unusable
Reserves

Total Councill
PENEIYES

General Fund
Unapplied

(GF) Balance
Total Usable

RENEIVES

th
(@]
o
o
th
o
(=]
o
th
(=]
(=]
(@]
th
o
(=]
o
th
(=]
(=]
(@]
th
(@]
o
o

Balance at 31t March 2015 (5,365)  (15,101)  (5,299)  (5,109) (574) (31,448)  (41,221)  (72,669)

Movement in reserves
during 2015/16

Total Comprehensive
Income & Expenditure 4,100 (10,686) - - - (6,586) (30,149)  (36,735)

Adjustments between
accounting basis & funding (4,359) 5,627 (1,240) 1,270 (135) 1,163 (1,163) -
basis under regulations

ggfé‘/*fge) or Decrease in (259) (5,059)  (1,240) 1,270 (135) (5423) (31,312) (36,735)
Balance at 315t March 2016

caried forward (5,624) (20,160) (6,539) (3,839) (709) (36,871)  (72,533) (109,404)
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Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised by
the Council. The net assets of the Council (assets less liabilities) are matched by the reserves held by the
Council.

Reserves are reported in two categories. The first category are usable reserves, i.e. those reserves that may
be used to provide services, subject to the need to maintain a prudent level of reserves and any statutory
limitations on their use. The second category of reserves cannot be used to provide services, such as reserves
that hold unrecognised gains and losses (for example the Revaluation Reserve), where amounts only become
available if assets are sold, and reserves that hold timing differences shown in the Movement in Reserves
Statement line ‘Adjustments between accounting basis and funding basis under regulations’.

31st March 31st March
2016 Notes 2017
£000 £000
175,979 Property, Plant & Equipment 18 229,490
20,857 Heritage Assets 25 21,753
695 Investment Property 19 695
427 Intangible Assets 370
9,499 Long Term Investments 39 9,834
1,067 Long Term Advances 27 1,066
202 Long Term Debtors 28 208
208,726 Long Term Assets 263,416
15,619 Short term Investments 39 35,560
23 Assets Held for Sale less than 1 year 20 76
234 Inventories 171
5,024 Short Term Debtors 28 5,195
17,009 Cash and Cash Equivalents 30 12,315
37,909 Current Assets 53,317
(7,329) Short Term Borrowings 39 (19,668)
(3,828) Short Term Creditors 29 (9,462)
(436) Short Term Provisions 43 (1,058)
(11,593) Current Liabilities (30,188)
(89,585) Long Term Borrowing 39 (82,109)
(33,394) Pension Liability Account 37 (40,174)
(1,487) Capital / Revenue Grants Receipts in Advance 17 (1,521)
(1,172) Long Term Provisions 43 (1,006)
(125,638) Long Term Liabilities (124,810)
109404 |  NetAsets .| | 161735 |
(36,871) Usable reserves MIRS (34,765)
(72,533) Unusable reserves MIRS (126,970)

(109404 | JotalReserves | | (161735

Signed Date Dd/mm/yy

M Ketley, CPFA, Head of Corporate Resources and Chief Financial Officer




Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the Council during the reporting
period. The statement shows how the Council generates and uses cash and cash equivalents by classifying
cash flows as operating, investing and financing activities. The amount of net cash flows arising from operating
activities is a key indicator of the extent to which the operations of the Council are funded by way of taxation
and grantincome or from the recipients of the services provided by the Council. Investing activities represent
the extent to which cash outflows have been made for resources which are intended to contribute to the
Council’s future service delivery. Cash flows arising from financing activities are useful in predicting claims on
future cash flows by providers of capital (i.e. borrowing) to the Council.

2015/16 Notes 2016/17
£°000 £°000

(7,877) Operating Activities (13,869)

4,949 Investing Activities 32 26,825

492 Flnancmg Activities (8,262)
_

14 573 Cash and cash equivalents at the beginning of the period 30 17 009

17,009 Cash and cash equivalents at the end of the reporting period 30 12,315

£17.009m
Within the above figure includes:
Cash held by the Council
Money Market Funds

Opening Cash and Cash Equivalents

£12.315m

Within the above figure includes:

Cash held by the Council

Money Market Funds
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Note 1. Basis for Preparation

The notes to the financial statements on the following pages are in order of significance, primarily based on
aiding an understanding of the key drivers of the financial position of the Council, whilst maintaining the
grouping of notes between the income and expenditure statement and the balance sheet where
appropriate. The notes relating to specific financial statement lines include the corresponding accounting
policy. As a result, there is not a separate principal accounting policies note. However, Note 2 details general
accounting policies where there are not any accompanying notes.

Details of the order of the notes can be found in the index.

Note 2. General Accounting Policies (where there is no accompanying note)

General

The Statement of Accounts (the Accounts) summarises the Council’s transactions for the 2016/17 financial
year and its position at the year-end of 31st March 2017. The Council is required to prepare annual Accounts
by the Accounts and Audit Regulations 2015, which require the Accounts to be prepared in accordance with
proper accounting practices. These practices primarily comprise the Code of Practice on Local Authority
Accounting in the United Kingdom 2016/17 (the Code), supported by International Financial Reporting
Standards (IFRS).

The accounting convention adopted in the Accounts is principally historical cost, modified by the revaluation
of certain categories of non-current assets and financial instruments.

Accruals of Income and Expenditure
The Council's revenue and capital activity is accounted for in the year that it takes place, by including sums
due to or from the Council in the year, not simply when cash payments are made or received.

Where material income and expenditure amounts 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 (bad debts).

This concept is not applied to electricity and gas supplies and other routine on-going business expenses.
However, the Accounts do reflect twelve months' supply in each year and this does not have a material
effect on the Accounts.

Fair Value Measurement

The Council measures some of its assets and liabilities at fair value at the end of the reporting period. Fair
value is the price that would be received to sell an asset or paid to transfer a liability at the measurement
date. The fair value measurement assumes that the transaction to sell the asset or transfer the liability takes
place either:

a) in the principal market for the asset or liability, or
b) in the absence of a principal market, in the most advantageous market for the asset or liability.
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The Council uses external Valuers to provide a valuation of its assets and liabilities in line with the highest and
best use definition within the accounting standard. The highest and best use of the asset or liability being
valued is considered from the perspective of a market participant.

Inputs to the valuation techniques in respect of the Council’s fair value measurement of its assets and
liabilities are categorised within the fair value hierarchy as follows:

Level 1 — quoted prices (unadjusted) in active markets for identical assets or liabilities that the Council can
access at the measurement date.

Level 2 —inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly.

Level 3 — unobservable inputs for the asset or liability.

Intangible Assets

Expenditure on non-monetary assets that do not have physical substance are identifiable and controlled by
the Council is capitalised when it is expected that future economic benefits or service potential will flow from
the intangible asset to the Council. Normal examples are those of software or software licences, which have
a value, but over a fairly short life of 3 -10 years and are therefore written down over that useful life.

Joint Operations

Joint operations are arrangements where the parties that have joint control of the arrangement have rights
to the assets and obligations for the liabilities relating to the arrangement. The activities undertaken by the
Council in conjunction with other joint operators involve the use of the assets and resources of those joint
operators. In relation to its interest in a joint operation, the Council as a joint operator recognises:

e Its assets, including any held jointly

e lIts liabilities, including any share of any liabilities incurred jointly

¢ Itsrevenue from the sale of its share of the output arising from the joint operation
e Its expenses, including its share of any expenses incurred jointly

The Council has a 50% interest in the Rainsbrook Crematorium Joint Committee with the other 50% relating to
Daventry District Council. The decision making and operational arrangements of the Joint Committee fulfil
the features associated with a jointly controlled operation in that:

e Each operatorincurs its own expenses and liabilities and raises its own finance, which represent its own
obligations; and

e The joint operation agreement provides a means by which the revenue from the service and any
expenses incurred in common are shared among the operators.

Therefore, in line with the contractual arrangements set out in the joint agreement, the Council recognises its
share of the operational assets and liabilities of the Joint Committee on its Balance Sheet and also debits and
credits the Comprehensive Income and Expenditure Statement with 50% of the expenditure and income of
the Joint Committee. This is also recognised in the Movement in Reserves Statement and the Cash Flow
Statement as appropriate. Further detail on this Joint Operation is also provided in Note 36 Related Party .«
Transactions. o
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Overheads and Support Services
The cost of overheads and support services are charged to the Council’s Portfolios in accordance with the
Council’s arrangements for accountability and financial performance.

Inventories and Long-term Contracts
Inventories are included in the Balance Sheet at the lower of cost and net realisable value.

Long-term contracts are accounted for on the basis of charging the Surplus or Deficit on the Provision of
Services with the value of works and services received under the contract during the financial year.

Value Added Tax (VAT)
VAT is included in service revenue or capital income and expenditure accounts only when it is not

recoverable.
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Note 3. Accounting Standards that have been Issued but have not yet been Adopted

The Code of Practice on Local Authority Accounting in the United Kingdom (the Code) requires the disclosure
of information relating to the expected impact of an accounting change that will be required by a new
standard that has been issued but not yet adopted.

The 2017/18 Code consultation includes two standards that will apply from 1st April 2018, i.e. in the 2018/19
Code: IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts with Customers.

IFRS 9 Financial Instruments
IFRS 9 replaces IAS 39 Financial Instruments: Recognition and Measurement. It includes:
e asingle classification approach for financial assets driven by cash flow characteristics and how an
instrument is managed
o a forward looking ‘expected loss’ model for impairment rather than the ‘incurred loss’” model under
IAS 39, and
e new provisions on hedge accounting.

There is a possibility that the changes introduced by the standard will have a timing and budgetary impact
on local authorities, depending on the individual circumstances of each authority.

Early adoption will not be permitted and there is therefore no impact on the 2016/17 Accounts.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 replaces IAS 18 Revenue and IAS 11 Construction Contracts and their associated interpretations. The
core principle in IFRS 15 for local authorities is that they should recognise revenue to depict the transfer of

promised goods or services to the service recipient or customer in an amount that reflects the consideration
to which the Council expects to be entitled in exchange for those goods or services.

Early adoption will not be permitted and there is therefore no impact on the 2016/17 Accounts.

Note 4. Critical Judgements in Applying Accounting Policies

There is a high degree of uncertainty about future funding for Local Government. However, the Council has
determined that this uncertainty is not sufficient to provide an indication that the assets of the Council might
be impaired as a result of a need to close facilities and reduce levels of service provision.
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Note 5. Assumptions made about the Future and other Major Sources of Estimation Uncertainty

The Accounts contains estimated figures that are based on assumptions made by the Council about the
future or that are otherwise uncertain. Estimates are made taking into account historical experience, current
trends and other relevant factors. However, because balances cannot be determined with certainty, actual
results could be materially different from the assumptions and estimates.

The items in the Council’s Balance Sheet at 31st March 2017 for which there is a significant risk of material
adjustment in the forthcoming financial year are as follows:

Effect if Actual Results Differ from Assumptions

Provision for The possible refund from a Following a comprehensive assessment of the

Business Rate  business rate appeal can vary outstanding business rates appeals at 31st March 2017,

Appeals depending on factors such as; a total provision of £4.9m was made for potential
the type of appeal and type of future appeal refunds. Rugby Borough Council's 40%
property, together with its share of this provision is £1.9m. The effect of a change
geographical location and the in the provision is as follows:

probability of appeal success.
25% higher/lower: £494,250
50% higher/lower: £988,500

Pensions Estimation of the net liability to The effect on the pension net liability of changes in

Liability pay pensions depends on a individual assumptions can be measured. For
number of complex judgements instance, a 0.5% increase in the discount rate would
relating to the discount rate used, resultin a decrease in the pension liability of

the rate at which salaries are £13.079m. However, the assumptions interact in
expected to increase, change in complex ways and actuaries model thousands of
retirement ages, mortality rates possible outcomes in order to establish what the

and expected returns on pension world might look like over the long term.
fund assets. Warwickshire County

Council utilise consulting

actuaries to provide all

Warwickshire authorities with

expert advice about the

assumptions to be applied.

As per our accounting policy, other estimation techniques are used for the purposes of producing the
Accounts.
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Note 6. Prior Period Adjustments, Changes in Accounting Policies and Estimates and Errors

Prior period adjustments may arise as a result of a change in accounting policies or to correct a material error.
Changes in accounting estimates are accounted for prospectively, i.e. in the current and future years
affected by the change and do not give rise to a prior period adjustment.

Changesin accounting policies are only made when required by proper accounting practices or the change
provides more reliable or relevant information about the effect of transactions, other events and conditions
on the Council’s financial position or financial performance. Where a change is made, it is applied
retrospectively (unless stated otherwise) by adjusting opening balances and comparative amounts for the
prior period as if the new policy had always been applied.

Material errors discovered in prior period figures are corrected retrospectively by amending opening
balances and comparative amounts for the prior period.

Trading Operations

As part of the adoption of the changes to the presentation of the Comprehensive Income and Expenditure
Statement for this year’s Accounts, a detailed review of the content of each line was undertaken. In
accordance with the Code’s requirements gross income and expenditure from the Council’s trading
operations for 2016/17 have been included within the relevant line within Cost of Services.

However, previously the net surplus from the operation of the Council’s Works Services Unit has been
presented within the Financing and Investment Income and Expenditure line. Therefore, the 2015/16 gross
income and expenditure figures within Cost of Services and also the Financing and Investment Income and
Expenditure line have been restated in the Comprehensive Income and Expenditure Statement to reflect this
change in accounting policy. There is no impact upon the Surplus or Deficit on Provision of Services, or any
other of the Core Statements. Note 15 for Financing and Investment Income and Expenditure has also been
updated accordingly.

Furthermore, the content and presentation of Note 34 Trading Operations has been updated to reflect the
requirements of the Code to disclose all material activities that are subject to commercial or trading risks.
Previously, this note included the surplus generated from the Works Services Unit, but has now been revised to
include income and expenditure from Trade Waste, the Crematorium, Car Parking and the Benn Hall. The
2015/16 surplus or deficits for these services have been included for comparative purposes.
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Note 7. Officers Remuneration

Benefits payable during employment

Short term employee benefits are those due to be settled within 12 months of the year-end. They include
salaries, wages and other employment related payments and are recognised as an expense in the year in
which the service is rendered by the employees. An accrual is made for the cost of holiday entitlements
earned by employees but not taken before the year-end which employees can carry forward into the
following financial year.

The remuneration of the Council’s senior employees is as follows:

Post Holder Fees Benefits | Remuneration Pension Remuneration | Notes
Expense in Kind excluding Contributions including
Allowances pension pension

contributions contributions
£

35,970

2016/17

D CEANNYE]

SETE 2016/17 88,440 690 = 89,130 13,270 102,400

Director (B) 2015/16 78,990 270 - 79,260 11,220 90,480

Head of 2016/17 63,320 - - 63,320 9,500 72,820
Communities
& Homes 2015/16 61,650 - - 61,650 8,750 70,400

Head of 2016/17 64,120 190 - 64,310 9,480 73,790
Corporate
Resources 2015/16 40,260 - - 40,260 8,260 48,520

Head of 2016/17 63,320 110 1,940 65,370 9,500 74,870
Environment &
Public Realm 2015/16 61,650 - 2,600 64,250 8,750 73,000

Head of 2016/17 63,320 - - 63,320 9,500 72,820
Growth &
Investment 2015/16 61,650 - - 61,650 8,750 70,400

Head of
Business
Transformation

2016/17 14,350 = = 14,350 = 14,350 2
2015/16 61,650 80 = 61,730 8,750 70,480
Head of 2016/17 22,430 10 = 22,440 780 23,220 3

Housing &
Property 2015/16 61,650 190 - 61,840 8,750 70,590
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1) As part of a Senior Management Restructure the Executive Director (A) took voluntary redundancy in
August 2016. The officer’s remuneration for 2016/17 is set out in the table above and the costs to the Council
associated with voluntary redundancy are included within the Termination Benefit note below.

2) The Head of Business Transformation took voluntary redundancy at the end of the financial year in 2015/16,
the salary in 2016/17 relates to pay in lieu of notice and leave adjustments.

3) Head of Housing & Property was made redundant in April 2016. The officer’s remuneration for 2016/17 is
set out in the table above and the costs to the Council associated with voluntary redundancy are included
within the Termination Benefit note below.

The Council’s other employees receiving more than £50,000 remuneration for the year (excluding employer’s
pension contributions) were paid the following amounts.

Remuneration Band 2015/16 2016/17
Number of employees Number of employees

£50,000 - £54,999 2 2

Termination Benefits

Termination benefits are amounts payable as a result of the Council’s decision to terminate an officer’s
employment before the normal retirement date or an officer’s decision to accept voluntary redundancy.
These are charged on an accruals basis to the relevant service line in the Comprehensive Income &
Expenditure Statement when the Council is demonstrably committed to the termination of the employment
of an officer or group of officers or making an offer to encourage voluntary redundancy.

Rugby Borough Council terminated the contracts of 25 employees in 2016/17, incurring liabilities of £505,000
(£66,000 in 2015/16). The number of exit packages with total cost per band and total cost of the compulsory
and other redundancies are set out in the table below:

Exit package cost Number of Number of Total number of Total cost of exit
bands (including compulsory agreed other exit packages by | packagesin each cost
special payments) redundancies departures cost band band

£0 - £20,000
£20,001 - £40,000
£40,001 - £60,000
£60,001 - £80,000 - - - -
£80,001 - £100,000

1

1
[ERN
~l
[ERN
~l

£16,480 £195,450
= £129,740
£49,820 £99,510

£80,470

1
1
(6]

IS 9T/ST0¢
LT/9T0¢Z
9T/ST0C
LT/9T0C
LT/9T0Z

a1

1
[N
[N
[N
N

--————




Note 8. Members Allowances

The total costs of Members’ allowances paid in the year were as follows:

2015/16 2016/17
£ £

342,440 Allowances 334,460
7,810 Employers’ National Insurance 5,940
13,390 Expenses 12,420
363,640 Total 352,820

Note 9. Deposits in Icelandic Banks

During 2008 the Icelandic banking system collapsed. At the time of the crisis, the Council had £3m invested
with Icelandic institutions in receivership as detailed below:

Bank Investment Start Planned Maturity Original Outstanding
Date Date Investment Amount #
£°000 £°000
Glitnir Bank 27/11/2006 27/11/2008 2,000 540
Landsbanki Islands 13/08/2007 13/07/2009 1,000 0
HF

# including amounts held in escrow

Glitnir
Following a decision by the Icelandic Supreme Court to grant UK Local Authorities priority status, the Winding
Up Board made a full distribution to creditors in a basket of currencies in March 2012.

An element of the distribution (£446,000) was made in Icelandic Kroner (£540,000 as at 31st March 2017) which
has been placed in an escrow account in Iceland. This element of the distribution has been retained in
Iceland due to currency controls and as a result is subject to exchange rate risk over which the Council has
no control.

Landsbanki
During 2013/14 the Council, in conjunction with other local authority creditors arranged for the sale of its
outstanding claim with the Landsbanki Winding Up Board (WUB).

The Landsbanki administration process was completed in 2013/14.
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Note 10. Note to the Expenditure and Funding Analysis

Adjustments between Funding and Accounting Basis 2016/17

Adjustments for | Net change for

Adjustments from General Fund to arrive Other

) Capital the Pensions . Total
at the Comprehensive Income and : Differences .
Expenditure Statement amounts ECEss LB (Note 3) A UEEE
(Note 1) (Note 2)
| £ £000 £000 £000
Growth and Investment 981 1,057
Environmental and Public Realm 1,441 199 - 1,640
Communities and Homes General Fund 356 87 - 443
Communities and Homes HRA (40,880) 98 - (40,782)
Corporate Resources 23 28 - 51
Executive Directors Office 7 25 - 32
Rugby World Cup - - - -
Net Cost of Services (38,072) 513 - (37,559)
Other income and expenditure from the
Expenditure and Funding Analysis Eohei) L Ef5=:3) (et
Difference between General Fund
surplus or deficit and Comprehensive
Income and Expenditure Statement (48,625) 1,690 (1,648) (48,583)
Surplus or Deficit on the Provision of
Services

Adjustments between Funding and Accounting Basis 2015/16

Adjustments for | Net change for
. : Other
Capital the Pensions . Total
: Differences .
Purposes Adjustments (Note 3) Adjustments
(Note 1) (Note 2)

Growth and Investment

Adjustments from General Fund to arrive
at the Comprehensive Income and

Expenditure Statement amounts

Environmental and Public Realm 1,448 443 9) 1,882
Communities and Homes General Fund 774 179 3) 950
Communities and Homes HRA (2,706) 212 8 (2,486)
Corporate Resources (87) 44 3) (46)
Executive Directors Office 3 54 ) 50
Rugby World Cup - - - -
Net Cost of Services 187 1,080 (8) 1,259

Other income and expenditure from the

Expenditure and Funding Analysis &) 1,384 1,151 o)
Difference between General Fund surplus
or deficit and Comprehensive Income (4.875) 2.464 1,143 (1,268)

and Expenditure Statement Surplus or
Deficit on the Provision of Services
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1) Adjustments for Capital Purposes
Adjustments for capital purposes — this column adds in depreciation and impairment and revaluation
gains and losses in the services line, and for:

Other operating expenditure — adjusts for capital disposals with a transfer of income on disposal of
assets and the amounts written off for those assets.

Financing and investment income and expenditure — the statutory charges for capital financing
(i.,e. Minimum Revenue Provision and other revenue contributions) are deducted from other
income and expenditure as these are not chargeable under generally accepted accounting
practices.

Taxation and non-specific grantincome and expenditure — capital grants are adjusted forincome
not chargeable under generally accepted accounting practices. The Taxation and Non Specific
Grant Income and Expenditure line is credited with capital grants receivable in the year without
conditions or for which conditions were satisfied in the year.

2) Net Change for the Pensions Adjustments
Net change for the removal of pension contributions and the addition of IAS19 Employee Benefits pension
related expenditure and income:

For services this represents the removal of the employer pension contributions made by the
Council as allowed by statute and the replacement with current service costs and past services
costs.

For Financing and investment income and expenditure the net interest on the defined benefit
liability is charged to the Comprehensive Income and Expenditure Statement.

3) Other Differences
Other differences between amounts debited/credited to the Comprehensive Income and Expenditure
Statement and amounts payable/receivable to be recognised under statute:

For services an adjustment is made for the amount by which officer remuneration charged to the
Comprehensive Income and Expenditure Statement on an accruals basis is different from
remuneration chargeable in the year in accordance with statutory requirements.

For Financing and investment income and expenditure adjustments are made the for movement
in the fair value of the Council’s investment properties.

The charge under Taxation and non-specific grant income and expenditure represents the
difference between what is chargeable under statutory regulations for council tax and business
rates that was projected to be received at the start of the year and the income recognised under
generally accepted accounting practices in the Code. This is a timing difference as any
difference will be brought forward in the Surpluses or Deficits on the Collection Fund.
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Note 11. Expenditure and Income Analysed by Nature

The Council’s expenditure and income is analysed as follows:

2015/16 2016/17
£000 £000

Expenditure

Employee benefits expenses 17,557 17,290
Other service expenses 41,291 36,465
Depreciation, amortisation, impairment (16) (37,440)
Interest payments 3,631 3,512
Precepts and levies 696 715
Payments to Housing Capital Receipts Pool 662 497
Gain on the disposal of assets 1,374 1,983
Total expenditure 65,195 23,022
Income

Fees, charges and other service income (14,897) (15,383)
HRA dwelling rents (16,732) (16,322)
Interest and investment income (502) (766)
Income from council tax, non-domestic rates (9,289) (10,641)
Government grants and contributions (30,361) (26,402)
Total income (71,781) (69,514)

Surplus or Deficit on the Provision of Services (6,586) (46,492)

The downwards movement in both the Other services expenses and Government grants and contributions
lines is primarily due to a reduction in housing benefit payments and related subsidy income in 2016/17
compared to 2015/16. This reduction has occurred due to an increase in claimants being transferred from
Housing Benefit to Universal Credit.
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Note 12. Adjustments between Accounting Basis and Funding Basis Under Regulations

This note details the adjustments that are made to the total comprehensive income and expenditure
recognised by the Council in the year in accordance with proper accounting practice to arrive at the
resources that are specified by statutory provisions as being available to the Council to meet future capital
and revenue expenditure. The following sets out a description of the reserves that the adjustments are made
against.

General Fund Balance

The General Fund is the statutory fund into which all the receipts of the Council are required to be paid and
out of which all liabilities of the Council are to be met, except to the extent that statutory rules might provide
otherwise. These rules can also specify the financial year in which liabilities and payments should impact on
the General Fund Balance, which is not necessarily in accordance with proper accounting practice. The
General Fund Balance therefore summarises the resource that the Council is statutorily empowered to spend
on its services or on capital investment (or the deficit of resources that the Council is required to recover) at
the end of the financial years. The balance however, is not available to be applied to funding HRA activities.

Housing Revenue Account

The Housing Revenue Account Balance reflects the statutory obligation to maintain a revenue account for
local authority council housing provision in accordance with part VI of the Local Government and Housing
Act 1989. It contains the balance of income and expenditure as defined by the 1989 Act that is available to
fund future expenditure in connection with the Council’s landlord function or where in deficit is required to
be recovered from tenants in future years.

Major Repairs Reserve

The Council is required to maintain the Major Repairs Reserve, which controls an element of the capital
resources limited to being used on capital expenditure on HRA assets or the financing of historical capital
expenditure by the HRA. The balance shows the capital resources that have yet to be applied at the year-
end.

Capital Receipts Reserve

The Capital Receipts Reserve holds the proceeds from the disposal of land or other assets, which are restricted
by statue from being used other than to fund new capital expenditure or to be set aside to finance historical
capital expenditure. The balance on the reserve shows the resources that have yet to be applied for these
purposes at the year-end.

Capital Grants Unapplied

The Capital Grants Unapplied Account holds the grants and contributions received towards capital projects
for which the Council has met the conditions that would otherwise require repayment of the monies but
which have yet to be applied to meet the expenditure. The balance is restricted by grant terms as to the
capital expenditure against which it can be applied and/or the financial year in which this can take place.
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2016/17 Usable Reserves
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Amounts involving the Capital Adjustment Account

Depreciation and impairment of non-current assets (2,165) (2,703) - - -
Revaluation losses on property plant and equipment (457) 43,601 = = =
Movements in the fair value of investment properties 5 o o 5 o
Amortisation of intangible assets (136) (69) - - -
Capital grants and contributions applied 724 51 - - -
Revenue expenditure funded from capital under statute (606) - - - -
Amounts of non-current assets written off on disposal or sale as part of

the gain/loss on disposal to the Comprehensive Income and 9) (4,121) - - -

Expenditure Statement
Insertion of items not debited or credited to the CIES

Statutory provision for the financing of capital investment 1,215 6,453 - - -

Capital expenditure charged against revenue balances 266 1,014 - - -
Adjustments involving the Capital Grants Unapplied Account

Interest credited to Section 106°s 2 - - - 2)

Capital grants and contributions unapplied credited to the CIES 24 - - - (24)

Application of grants to capital financing transferred to the Capital
; - - - - 46
Adjustment Account
Adjustments involving the Capital Receipts Reserve

Transfer of cash sale proceeds credited as part of the gain/loss on

disposal/unattached receipts to the CIES & 2] (115 i )
Use of the Capital Receipts Reserve to finance new capital i ) 267 i )
expenditure

Contribution from the Capital Receipts Reserve to finance payments (497) ) 497 i )

to the government capital receipts pool
Transfer from the Deferred Capital Receipts Reserve upon receipt of

cash
Adjustments involving the Major Repairs Reserve (MRR)
Interest credited to MRR 31 - - (31) -
Reversal of Major Repairs Allowance credited to the HRA - 3,893 - (3,893) -
Use of the MRR to finance new capital expenditure - - - 5,301 -
Adjustments involving the Pension Reserve
Reversal of items relating to retirement benefits (3,500) (582) - - -

Employers pension contributions and direct payments to pensioners

: 2,109 284 - - -
payable in the year

Adjustments involving the Collection Fund Adjustments Account
Amount by which council tax and business rates income credited to
the CIES is different from income calculated in the year in 1,615 - - - =
accordance with statutory requirements
Adjustments involving Accumulated Absences Account

Amount by which officer remuneration charged to the CIES on an
accruals basis is different from remuneration chargeable in the year in - - - - -
accordance with statutory requirements
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2015/16 Usable Reserves
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Amounts involving the Capital Adjustment Account

Depreciation and impairment of non-current assets (2,180) (1,966) - - -
Revaluation losses on property plant and equipment (252) 4,687 = = =
Movements in the fair value of investment properties 97 - - - -
Amortisation of intangible assets (133) (24) - - -
Capital grants and contributions applied 1,310 9 - - -
Revenue expenditure funded from capital under statute (607) - - - -
Amounts of non-current assets written off on disposal or sale as part of

the gain/loss on disposal to the Comprehensive Income and (29) (3,606) - - -

Expenditure Statement
Insertion of items not debited or credited to the CIES

Statutory provision for the financing of capital investment 974 - - - -

Capital expenditure charged against revenue balances 124 988 - - =
Adjustments involving the Capital Grants Unapplied Account

Interest credited to Section 106°s 2 - - - 2)

Capital grants and contributions unapplied credited to the CIES 208 - - - (208)

Application of grants to capital financing transferred to the Capital
; - - - - 75
Adjustment Account
Adjustments involving the Capital Receipts Reserve

Transfer of cash sale proceeds credited as part of the gain/loss on

disposal/unattached receipts to the CIES =46 22 (2207 ) )
Use of the Capital Receipts Reserve to finance new capital i ) 383 i )
expenditure
Contribution from the Capital Receipts Reserve to finance payments

. i (662) - 662 - -
to the government capital receipts pool
Transfer from the Deferred Capital Receipts Reserve upon receipt of i ) ®) i )
cash

Adjustments involving the Major Repairs Reserve (MRR)
Interest credited to MRR 47 - - 47) -
Reversal of Major Repairs Allowance credited to the HRA - 3,759 - (3,759) -
Use of the MRR to finance new capital expenditure - - - 5,076 -
Adjustments involving the Pension Reserve

Reversal of items relating to retirement benefits (3,963) (737) - - -

Employers pension contributions and direct payments to pensioners

: 1,951 284 - - -
payable in the year

Adjustments involving the Collection Fund Adjustments Account
Amount by which council tax and business rates income credited to
the CIES is different from income calculated in the year in (1,297) - - - -
accordance with statutory requirements
Adjustments involving Accumulated Absences Account

Amount by which officer remuneration charged to the CIES on an
accruals basis is different from remuneration chargeable in the year in 15 (8) - - -
accordance with statutory requirements
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This note sets out the amounts set aside from the General Fund and HRA balances in earmarked reserves to
provide financing for future expenditure plans and the amounts posted back from earmarked reserves to
meet General Fund and HRA expenditure in 2016/17.

Business Rates
Equalisation Reserve
Budget Stability
Reserve

Section 106
(Developer
Contributions)

New Homes Bonus
Reserve

Revenue Grants &
Contributions from
3rd Parties

Hall of Fame Reserve
Works Services Unit
Operational Reserve
Other smaller
reserves

Balance
at 1st April

2015

£7000
(319)

(635)

(1,552)

(209)

(191)

(35)

(352)

Transfers
Out
2015/16

£°000

238

636

132

139

59

Transfers

in ()

2015/16

£7000
(1,272)

(142)

(88)

(70)

(72)

(83)

Balance

at 31st

March
2016

£°000

(1,353)

(141)

(1,508)

(70)

(202)

(107)

(376)

Transfers Transfers
Out in ()
2016/17 2016/17
£°000 £°000

914 -
259 (192)
111 (36)
70 -
46 (386)
- (300)
35 (55)
(201)

Balance

at 31st

March
2017

£°000

(439)

(74)

(1,433)

(542)

(300)
(127)

(494)

Total GF
T s (3,293) 1,263 1,727) (3,757) 1,518 (1,170) (3,409)

Housing Repairs
Account

Capital Investment
Balances
Sheltered
Accommodation

(842)

(11,534)

3,329

988

(3,118)

(6,155)

(631)

(16,701)

3,007

1,014 -

(52)

(3,330)

(954)

(15,687)

(52)

VG ln R FEWTENEE] | 0 ey 4,317 9.273) | (17,332 4,021 (3382) | (16,693)
Reserves
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Earmarked Reserves

Business Rates Equalisation Reserve

This reserve was established in 2013/14 in order to allow mitigation of fluctuations in the business rates base
and resultant income. £914,000 has been taken from this reserve in 2016/17 to part-fund the cost of the
budgeted collection fund deficit on business rates.

Budget Stability Reserve

This was also created in 2013/14 to allow short term contributions towards balancing the budget. There are
various items within the Council’s budget that are subject to significant degrees of volatility or variation from
one year to another, often due to factors that are outside the Council’s control or influence; this reserve assists
the mitigation of such volatility by allowing the Council to call upon it in years where budget overspends
occur and conversely replenish it in years where underspends arise.

£192,000 has been added to the reserve in 2016/17 from the overachievement of planning fee income,
whereas £259,000 has been taken from it to fund expenditure related to items included in the 2016/17 budget
resolution in addition to the production of the Local Plan.

Section 106 Developer Contributions

These represent amounts of money paid to the Council during development for specific projects and
agreements with developers for the provision of additional facilities as and when land or schemes become
available to provide those facilities.

Revenue Grants & Contributions from 3rd Parties
These are grant payments and contributions from 3rd parties where either the grant conditions have been
met or no conditions exist. The monies are held in this reserve until required to fund expenditure in future years.

Hall of Fame Reserve

The cost of the works to install the World Rugby Hall of Fame and reconfigure the entrance foyer and atrium
was £1.2m. The Council has a four-year licence for the operation of the Hall of Fame from 2016/17 to 2020/21.
However, this capital outlay will be financed from revenue budgets in the form of four £300,000 Minimum
Revenue Provision (MRP) payments from 2017/18 to 2021/22, resulting in a timing difference between the
operational budgets and financing requirements. To address this difference, £300,000 has been contributed
to an earmarked reserve in 2016/17 to give a more accurate reflection of the Hall of Fame’s financial
performance for the year within the service’s revenue budget. This £300,000 balance will be maintained until
2020/21 when it will be called upon to meet the final MRP instalment.

New Homes Bonus Reserve

The New Homes Bonus reserve was initially set up in the first year of receipt of New Homes Bonus funding in
2011/12 and has been used to finance one-off schemes and initiatives. The Council receives grant funding
each year based on additional new and affordable homes in the Borough. Since the first year however and
following the on-going reduction in core government funding, subsequent allocations have been used as
part of the Council’s mainstream income.
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Works Services Unit Operational Reserve

The primary purpose of this reserve is to mitigate any budget volatility from the Works Services Unit’s trading
activities from one year to the next, with annual surplus and deficits being transferred to and from the reserve
respectively. The secondary purpose is to utilise any accumulated balances for the funding of one-off
investment in the Works Services Unit, for example funding will be employed in 2017/18 for the implementation
of the Route Optimiser software for the Waste Collection Service.

Other Smaller Reserves E.g. Plant & Equipment Reserves

Plant and equipment reserves are typically set aside to either fund specific capital expenditure or for the
maintenance of existing assets.

Housing Repairs Account and HRA Capital Investment Balances

Annually transfers are made from these reserves towards the cost of in year council house repairs and
maintenance or capital projects. In addition, transfers are made to these reserves from income generated
within the Housing Revenue Account towards the cost of future repairs and maintenance or capital schemes.




RucsY

Note 14. Other Operating Expenditure

2015/16 2016/17
£°000 £°000

696 Parish council precepts 715

662 Payments to the Government Housing Capital Receipts Pool 497

(16) Other income - unattached receipts (43)
1,374 Gains (-) / Losses on the disposal of non-current assets 2,028

Note 15. Financing and Investment Income and Expenditure

2015/16 2016/17
£°000 £°000

2,247 Interest payable and similar charges 2,322
1,384 Net interest on the net defined benefit liability 1,177
(502) Interest receivable and similar income (718)
Income and expenditure in relation to investment properties and
(143) . o 47)
changes in their fair value
42 Loss on forward contract 12
(32) Gain(-) / Impairment of financial assets -

Note 16. Taxation and Non Specific Grant Income

2015/16 2016/17
£°000 £°000

(6,524) Council tax income (6,850)
(16,421) Retained business rates (17,561)
13,656 Business rates tariff payment 13,770
(5,454) Non-ring fenced government grants (5,296)
(1,247) Capital grants and contributions (244)




RucsY

Note 17. Grant Income

Whether paid on account, by instalments or in arrears, government grants and third party contributions and
donations are recognised as due to the Council and credited to the Comprehensive Income and Expenditure
Statement when there is reasonable assurance that:

e the Council will comply with the conditions attached to the payments; and
e the grants or contributions will be received.

Monies advanced as grants or contributions for which conditions have not been satisfied are carried in the
Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited to the relevant
service line or Taxation and Non Specific Grant line in the Comprehensive Income & Expenditure Statement.

Where capital grants are credited to the Comprehensive Income and Expenditure Statement, they are
reversed out of the General Fund Balance in the Movementin Reserves Statement. Where it has been applied
to finance capital expenditure, it is posted to the Capital Adjustment Account. Where the grant has yet to
be applied, it is posted to the Capital Grant Unapplied reserve. Amounts in the Capital Grant Unapplied
reserve are subsequently transferred to the Capital Adjustment Account once they have been used to fund
capital expenditure.

Rugby Borough Council credited the following grants, contributions and 2015/16 2016/17
donations to the Comprehensive Income and Expenditure Statement £°000 £°000

Credited to Taxation and Non Specific Grant Income

Revenue Support Grant 1,775 1,098
New Homes Bonus 2,446 3,221
Business Rates Section 31 Grants 769 531
Other Non-Specific Revenue Grants 484 446
Section 106 Capital Funding 272 1
Local Public Service Agreement Property Purchases Funding 43 55
Play Areas Contribution from SitaTrust 35 80
Play Areas Contribution from DCLG 20 -
Play Areas Contribution from Veolia Environmental Trust 100 52
Play Areas Contribution from WREN Community Action Fund 75 50
Homes & Communities Agency funding for Woodside Park 692 -
Other grants (Less than £25,000) 10 6

Capital grants and contributions 1,247 244
Total Grants Credited to Taxation and Non Specific Grant Income 6,701 5,540
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2015/16 2016/17
£’000 £°000

Credited to Services

DWP - Housing Benefits Rent Allowances Subsidy 13,214 10,691
DWP - Housing Benefits Rent Rebates Subsidy 9,592 8,677
DWP- Trailblazer Homelessness Early Intervention Prevention - 285
DWP - Discretionary Housing Allowance Subsidy 104 112
DWP - Local Authority Data Share - 26
DCLG - Preventing Homelessness 117 67
The Cabinet Office - Individual Electoral Registration 45 46
Warwickshire Police & Crime Commissioner - Safer and Stronger 35 35
Communities

Sport England ESC Lottery Grant - 29
Warwickshire County Council Partnership Grant for Green Waste - 25
Collection

The Arts Council - Museum Resilience 69 -
Section 106 Revenue Funding utilised for the Rugby World Cup 47 -
Other Revenue Grants (Less than £25,000) 116 182
Other Section 106 Revenue Funding 81 131
DCLG - Disabled Facilities Grant 275 493
Section 106 Capital Funding 6 63

281 556
Total Grants Credited to Services 23,701 20,862

The Council has received the following grants and contributions that have yet to be recognised as income
as there are conditions attached to them that require the monies to be returned to the awarding body if
unspent on relevant expenditure. The balances at the year-end are as follows:

2015/16 2016/17
000 000

Revenue Section 106 Funding 686 704
Amounts Held in Perpetuity / Specific Reasons 145 145
Dept. Energy & Climate Change - District Heating Network 33 33
DCLG - Preventing Homelessness 67 -
Other Revenue grants (Less than £25,000) 54 57
985 939
Capital Section 106 funding 434 582
Local Public Service Agreement Property Purchases Funding 55 -
Other Capital grants (Less than £25,000) 13 -

Capital Receipts Held in Advance 502 582
Total Receipts Held in Advance 1,487 1,521
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Note 18. Property Plant and Equipment

Assets that have physical substance and are held for use in the production or supply of goods or services, for
rental to others, or for administrative purposes and that are expected to be used during more than one
financial year are classified as Property, Plant and Equipment.

Recognition

Expenditure on the acquisition, creation or enhancement of Property, Plant and Equipment is capitalised on
an accruals basis provided that it is probable that the future economic benefits or service potential
associated with the item will flow to the Council and the cost of the item can be measured reliably.

Expenditure that maintains but does not add to an asset’s potential to deliver future economic benefits or
service potential (i.e. repairs and maintenance) is charged as a revenue expense when it is incurred. The
Council has established a de-minimis level of £10,000. Expenditure on assets under this level is not capitalised
within the Accounts and the assets are fully depreciated within the year.

Measurement
Assets are initially measured at cost, comprising:

¢ the purchase price
e any costs attributable to bringing the asset to the location and condition necessary for it to be
capable of operating in the manner intended by management

The cost of assets acquired other than by purchase is deemed to be its fair value, unless the acquisition does
not have any commercial substance (i.e. it will not lead to a variation in the cash flows of the Council). In the
latter case, where an asset is acquired via an exchange, the cost of the acquisition is the carrying amount of
the asset given up by the Council.

Assets are then carried in the Balance Sheet using the following measurement bases:

e Infrastructure assets, community assets and assets under construction are carried at historic cost, net
of depreciation where appropriate.

e surplus assets — the current value measurement base is fair value, estimated at highest and best use
from a market participant’s perspective;

o allother assets — current value, determined as the amount that would be paid for the asset in its existing
use (existing use value — EUV).

Where there is no market based evidence of fair value because of the specialist nature of an asset,
depreciated replacement cost (DRC) is used as an estimate of fair value. This includes assets such as the
Queen’s Diamond Jubilee Leisure Centre, Benn Hall and the John Barford Car Park.

Where non-property assets have short useful lives and/or low values, such vehicles and IT equipment, they are
measured at depreciated historical cost as a proxy for fair value.

Assets included in the Balance Sheet at fair value are revalued sufficiently regularly to ensure that their
carrying amount is not materially different from their fair value at the year-end, but as a minimum every five
years. Land and building assets under £10,000 are not revalued with the exception of investment properties.
Increases in valuation are matched by credits to the Revaluation Reserve to recognise unrealised gains, or
may be credited to the Comprehensive Income & Expenditure Statement to reverse a previous downward
revaluation.
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Where decreases in value are identified, they are accounted for:

e Where there is a balance of revaluation gains for the asset in the Revaluation reserve, the carrying
amount of the asset is written down against that balance (up to the amount of the accumulated
gains)

e Where there is no balance in the Revaluation reserve or an insufficient balance, the carrying amount
of the asset is written down against the relevant service line in the Comprehensive Income &
Expenditure Statement.

The Revaluation Reserve contains revaluation gains recoghnised since 1st April 2007 only, the date of its formal
implementation. Gains arising before that date have been consolidated into the Capital Adjustment
Account.

Impairment

Assets are assessed at each year-end as to whether there is any indication that an asset may be impaired.
Where indications exist and any possible differences are estimated to be material, the recoverable amount
of the asset is estimated and, where this is less than the carrying amount of the asset, an impairment loss is
recognised for the shortfall. Where impairment losses are identified, they are accounted for as per decreases
in value noted above.

Where an impairment loss is reversed subsequently, the reversal is credited to the relevant service line(s) in the
Comprehensive Income & Expenditure Statement, up to the amount of the original loss, adjusted for
depreciation that would have been charged if the loss had not been recognised.

Impairment Losses
No impairments were recognised in the year following a review of asset compliance with our
componentisation policy.

Depreciation
Depreciation is provided for on all Property, Plant and Equipment assets by the systematic allocation of their
depreciable amounts over their useful lives. An exception is made for assets without a determinable useful life
(i.e. freehold land and Community Assets) and assets that are not yet available for use (i.e. assets under
construction).

Where depreciation is provided for, assets are depreciated using the straight-line method over the following
periods:

o Dwellings and other buildings — 5-60 yrs.
e Vehicles, plant and equipment — 3-25 yrs.
e Infrastructure — 7-40 yrs.

Revaluation gains are also depreciated, with an amount equal to the difference between current value
depreciation charged on assets and the depreciation that would have been chargeable based on their
historical cost being transferred each year from the Revaluation Reserve to the Capital Adjustment Account.

Componentisation

Where an item of Property, Plant and Equipment has major components whose cost is significant in relation
to the total cost of the item, the components are depreciated separately. The Council has established a
threshold of £500,000 for determining whether an asset needs to be componentised and an individual asset .« .
cost of more than 25% to determine whether an asset is considered as a component. :
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Subsequent Expenditure on Property Plant and Equipment
Subsequent costs incurred on an asset previously recognised as Property, Plant and Equipment will only be
capitalised if they result in items with physical substance and meet the recognition principle that

e Itis probable that future economic benefits or service potential associated with the item will flow to
the Council; and
e The cost of the item can be measured reliably.

Exceptions to the general approach of comparing the outcome of expenditure compared to previously
assessed levels of performance:

e Where subsequent expenditure will actually increase the level of performance of an asset in
generating economic benefits or providing service potential but does not increase the level of
performance previously assessed by the Council for that asset, then the assessment can be updated
(through a revaluation adjustment) and the new expenditure capitalised

o Where subsequent expenditure represents the replacement of a component of an existing asset
provided that the old component can be written out of the Balance Sheet

Disposals

When an asset is disposed of or decommissioned, the carrying amount of the asset in the Balance Sheet is
written off to the Income and Expenditure Account as part of the gain or loss on disposal. Receipts from
disposal are credited to the Other Operating Expenditure line in the Comprehensive Income and Expenditure
Statement as part of the gain or loss on disposal (i.e. netted off against the carrying value of the asset at the
time of disposal). Any revaluation gains in the Revaluation Reserve are transferred to the Capital Adjustment
Account.

Amounts received for a disposal in excess of £10,000 are categorised as capital receipts, whereas amounts
below are classed as revenue income. A proportion of receipts relating to Right-to-Buy housing disposals are
payable to the Government. The balance of receipts is required to be credited to the Capital Receipts
Reserve, and can then only be used for new capital investment. Receipts are appropriated to the Reserve
from the General Fund or HRA Balance in the Movement in Reserves Statement.

The writing off of the remaining net book value of assets which are disposed of is not a charge against council
tax, as the cost of non-current assets is fully provided for under separate arrangements for capital financing.
Amounts are appropriated to the Capital Adjustment Account from the General Fund Balance in the
Movement in Reserves Statement.

Valuations

Council dwellings have been included on the basis of their valuation by an external professional valuer, Mr A
George (MRICS) of George & Company Chartered Surveyors, as at 1st April 2016. All valuations (formal and
desktop) are carried out on a 5 year roling programme basis in accordance with the Guidance on Stock
Valuation for Resource Accounting (the Valuation Guidance).

In addition, as per last year, a desktop review was carried out in 2016/17 using house price indexation for the
West Midlands to assess any general market changes in value. The result was an increase in value of
approximately £7.7m. This approach was reviewed by Mr A George (MRICS) of George & Company
Chartered Surveyors, whose own data suggests a similar result to the increase in values at a local level. Further
to the potential issue with the varying shifts in value between flats and houses highlighted in previous years,
Mr George notes that over the year the values between the different housing styles have again remained at
a comparative level. =
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Other land and buildings owned by both the General Fund and the Housing Revenue Account have also
been valued on the basis of a five year rolling programme by the Council’s contracted external valuer, Mr P
Mawson (FRICS) of Godfrey-Payton, Chartered Surveyors.

In January 2017 Mr Mawson valued a number of properties for 2016/17 totalling £8.2m giving a land and
buildings split, an estimated useful life and assuming a residual value for depreciation purposes. A further
programme of valuations will continue in 2017/18 to maintain the five-year rolling programme.

Where the revaluations resulted in a lower value for assets than previously held, they were assessed for
impairment. This results in a charge being made to the Comprehensive Income and Expenditure Statement
where there are insufficient balances in the Revaluation Reserve. However, it should be noted that this does
not impact on council tax as this charge is reversed out through the Movement in Reserves Statement.

In addition to land and buildings noted above, Mr Mawson was also asked to review and confirm that the
carrying value of all other land and buildings at the 31st March 2017 did not differ materially from the fair value
of those assets at the end of the reporting period.

Each year guidance is sought from the Valuer in order to identify the appropriate bases for valuation; these
are disclosed within the accounting policies in addition to the bases for depreciation calculations.
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2016/17
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£,000 £,000 £,000 £,000 £000 | £000 | £,000 £,000
At 15t April 2016 131,161 | 31,786 | 11,500 5,624 187,337
363 46 2 61

1,363 294

Additions 5,743 5 8,426
Derecognition — disposals (1,482) - (254) @) - - - (1,738)
Derecognition - componentisation (2,635) = = = = - = (2,635)
Reclassification (174) 647 - - - - (647) (174)

Revaluation increases / decreases (-)

recognised in the revaluation reserve el L ) i i ) ) 10,603

Revaluation increases / decreases (-)
recognised in the surplus / deficitonthe 41,946  (1,661)
provision of services

40,285

Other movements in cost or valuation > -

At 31st March 2017 185,018 - 12,609 6,053 5,626 242,104

At 1st April 2016 (1,868) (1,340) (6,815)  (1,312) (20) 3) (11,358)
Charge for 2016/17 (2,633)  (471) (1,068) (302) - 4) - (4,478)
Derecognition — disposals 21 = 243 1 = = = 265
Reclassification 3 - - - - - - 3

Depreciation written out to the surplus /
deficit on the provision of services due 1,854 1,100 - - - - - 2,954
to revaluation

Impairment losses / reversals (-)
recognised in the surplus / deficit on the - - - - - - - -
provision of services

At 31t March 2017

Balance Sheet at 31st March 2017
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2015/16
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At 1%t April 2015 126,203 | 31,388 | 10,600 5,000 3,283
671 - 41 702

Additions 5,337 1,104 1,522

Derecognition — disposals (1,105) - (754) - - _ -
Derecognition - componentisation (2,305) - - - - _ -
Reclassification 9 237 132 133 - 8) (499)

Revaluation increases / decreases (-)

recognised in the revaluation reserve e 2L ) i i el i

Revaluation increases / decreases (-)
recognised in the surplus / deficit on the 2,954 (1,146) - (43) - 139 =
provision of services

Other movements in cost or valuation

At 31st March 2016 131,161 31,786 11,500 5
Depreciation and impairments ---

= o (5) =

At 1st April 2015 (1,815)  (1,391)  (6,444)  (1,040) (20) (64) -
Charge for 2015/16 (1871)  (626)  (1,095) (275) - ®) -
Derecognition — disposals 32 - 724 - - - -
Reclassification = - - - - - =

Depreciation written out to the surplus /
deficit on the provision of services due 1,786 677 - 3 - 64 =
to revaluation

Impairment losses / reversals (-)
recognised in the surplus / deficit on the = = = = = = -
provision of services

At 315t March 2016 (1,868) | (1,340) | (6,815) | (1,312) | (20)
Balance Sheet at 31t March 2017 129,293 | 30,446 4,685 4,449 5,621

£,000

177,776

9,377
(1,859)
(2,305)

4

2,445

1,904

®)

(10,774)

(3,870)

756

2,530

(11,358)
175,979 -
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| £000 | £000 | £000 | £000 | £000 | £000 | £000 | £000 |

Valued at
historical cost

Valued at
current cost in:

2016/17 182,395 8,801 = = 76 191,272 = 191,272

= 15 = = = 15 10,570 10,585

2015/16 = 1,686 5,619 695 = 8,000 = 8,000

2014/15 . 5,165 . . . 89 5,254
2013/14 i 9,855 ' ' ' YO 10,104
2012/13 - 5,046 . . . . 5,046

The above statement shows the progress of the Council’s rolling programme for the revaluation of current
assets. The Council’s housing stock was revalued as at 1st April 2016 by George & Co. Surveyors, although a
desktop exercise has been undertaken in 2016/17 by George & Co. Surveyors to restate the asset values in
light of market conditions.
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Note 19. Investment Properties

Investment properties are those that are used solely to earn rentals and/or for capital appreciation. The
definition is not met if the property is used in any way to facilitate the delivery of services or production of
goods or is held for sale.

Investment properties are measured initially at cost and subsequently at fair value, based on the amount at
which the asset could be exchanged between knowledgeable parties at arm’s length. Properties are not
depreciated but are revalued annually according to market conditions at the year-end. Gains and losses on
revaluation are posted to the Financing and Investment Income and Expenditure line in the Comprehensive
Income & Expenditure Statement. The same treatment is applied to gains and losses on disposal.

Rentals received in relation to investment properties are credited to the Financing and Investment Income
line and result in a gain for the General Fund Balance. However, revaluation and disposal gains and losses
are not permitted by statutory arrangements to have an impact on the General Fund Balance. The gains and
losses are therefore reversed out of the General Fund Balance in the Movement in Reserves Statement and
posted to the Capital Adjustments Account and (for any sale proceeds greater than £10,000) the Capital
Receipts Reserve.

Fair Value Hierarchy

All the Council’s investment properties have been value assessed as Level 2 on the fair value hierarchy for
valuation purposes (see criteria in Note 2 General Accounting Policies)

Valuation Techniques Used to Determine Level 2 Fair Values for Investment Property

The fair value of investment property has been measured using a market approach, which takes into account
qguoted prices for similar assets in active markets, existing lease terms and rentals, research into market
evidence including market rentals and yields, the covenant strength for existing tenants, and data and
market knowledge gained in managing the Council’s Investment Asset portfolio. Market conditions are such
that similar properties are actively purchased and sold and the level of observable inputs are significant,
leading to the properties being categorised as level 2 on the fair value hierarchy.

There has been no change in the valuation techniques used during the year for investment properties.

The following table shows there has been no net movement in the fair value of investment properties over
the 2016/17.

2015/16 2016/17
£°000 £°000
598 695

97 -

Balance at start of the year

Net gains/(losses) from fair value
adjustments

Balance of end the year 695
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Note 20. Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be recovered principally through a sale
transaction rather than through its continuing use, it is reclassified as an Asset Held for Sale. The asset is
revalued immediately before reclassification and then carried at the lower of this amount and fair value less
costs to sell. Where there is a subsequent decrease to fair value less costs to sell, the loss is posted to the Other
Operating Expenditure line in the Comprehensive Income & Expenditure Statement. Gains in fair value are
recognised only up to the amount of any previous losses recognised in the Surplus or Deficit on Provision of
Services. Depreciation is not charged on Assets Held for Sale.

If assets no longer meet the criteria to be classified as Assets Held for Sale, they are reclassified back to non-
current assets and valued at the lower of their carrying amount before they were classified as held for sale,
adjusted for depreciation, amortisation or revaluations that would have been recognised had they not been
classified as held for sale, and their recoverable amount at the date of the decision to sell.

2015/16 2016/17
2 0[0]0) 2 0[0]0)
272 23

Balance outstanding at star of

year
Revaluation losses (13) (95)
Assets sold (227) (23)
Reclassification 9) 171
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Note 21. Capital Expenditure and Financing

The total amount of capital expenditure incurred in the year is shown in the next table, together with the
resources that have been used to finance it. Where capital expenditure is to be financed in future years by
charges to revenue as assets are used by the Council, the expenditure results in an increase in the Capital
Financing Requirement (CFR), a measure of the capital expenditure incurred historically by the Council that
has yet to be financed. The CFR is analysed in the second part of this note.

Government Grants and Contributions

Where capital grants are credited to the Comprehensive Income and Expenditure Statement, they are
reversed out of the General Fund or HRA Balance in the Movement in Reserves Statement. Where it has been
used to finance capital expenditure it is posted to the Capital Adjustment Account. Where the grant has yet
to be used to finance capital expenditure, it is posted to the Capital Grants Unapplied reserve. Amounts in
the Capital Grant Unapplied reserve are subsequently transferred to the Capital Adjustment Account once
they have been applied to fund capital expenditure.

Revenue Expenditure funded from Capital under Statute

Expenditure incurred during the year that may be funded from capital financing sources under statutory
provisions, but does not result in the creation of non-current assets for the Council is charged to the relevant
service in the Comprehensive Income and Expenditure Statement in the year. In the main this relates to
expenditure on Disabled Facilities Grants and other Home Improvement Loans. Where the cost of this
expenditure is met from existing capital resources a transfer in the Movement in Reserves Statement from the
General Fund or HRA Balance to the Capital Adjustment Account reverses out the amounts charged so that
there is no impact on the level of council tax.

Minimum Revenue Provision (MRP)

The Council is not required to raise council tax to fund depreciation, revaluation and impairment losses or
amortisations. However, it is required to make an annual contribution from revenue towards the reduction in
its overall borrowing requirement, equal to either an amount calculated on a prudent basis or as determined
by the Council in accordance with statutory guidance.

Depreciation, revaluation and impairment losses and amortisations are therefore replaced by the
contribution in the General Fund Balance (MRP or loans fund principal), by way of an adjusting transaction
within the Capital Adjustment Account in the Movement in Reserves Statement for the difference between
the two. This ensures that depreciation, revaluation and impairment losses and amortisations have no overall
effect on council tax or housing rent levels.

The Local Authorities (Capital Finance and Accounting) (England) (Amendment) Regulations 2008, require
local authorities to approve an MRP policy at the beginning of each financial year on setting aside a sum of
money from revenue for the repayment of principal on outstanding debt. During 2015/16 the Council
approved a policy such that, for capital expenditure incurred before 1st April 2008, the MRP is based on 2%
straight-line method of the Council’s Capital Financing Requirement for the General Fund. For General Fund
capital expenditure incurred after 1st April 2008, the MRP is based upon the estimated life of those assets where
the financing was provided by borrowing.

There is no equivalent requirement for the Housing Revenue Account but voluntary contributions may be
made for debt repayment.
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2015/16 2016/17
£°000 £°000

Capital Financing
Capital Investment:
Property, Plant, and Equipment 9,377 8,427
Heritage Assets 27 1,285
Intangible Assets 406 147
Revenue Expenditure Funded from Capital under Statute 607 606
Long Term Debtors - -
Capital Investment Total 10,417 10,465
Sources of Financing:
Capital Receipts (383) (267)
Government Grants & Other Contributions (1,394) (822)
Sums Set Aside from Revenue (1,112) (1,280)
Earmarked Reserves (5,076) (5,301)
Minimum Revenue Provision / Voluntary Revenue Provision (974) (7,668)
Financing Total (8,939) (15,338)

Closing Capital Financing Requirement (CFR 91,503 86,630

Explanation of movements in year:
Increa_se in qnderlylng need to borrow (unsupported by government 1,478 (4.873)
financial assistance)

Increase / decrease () in Capital Financing Requirement 1,478 (4,873)

Capital commitments

Capital commitments as at 31t March 2017 amounted to £4.0m. This amounts to the contractual
arrangements to deliver doors and windows replacement. Capital commitments as at 31t March 2016
amounted to £8.1m.
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Note 22. Revaluation Reserve

This reserve represents mainly the balance of the gains and losses arising on the periodic revaluation of current
assets.

2015/16 Total General Fund HRA 2016/17 Total
£°000 £°000 £°000 £°000
(11,427) Balance as at 1st April (28,373) (915) (29,288)

(18,464) Upward revaluation of assets (194) (10,476) (10,670)
Downward revaluation of assets &
impairment losses not charged to
the surplus / deficit on the
provision of services
Surplus on revaluation of non-
current assets not posted to the

284 50 17 67

(et surplus or deficit on the provision (23] () ekl fEhy)
of services
Difference between fair value
319 depreciation and historical cost 299 114 413
depreciation

Accumulated gains on assets sold

. 142 142
or scrapped

(29,288) Balance as at 31st March (28,218) (11,118) (39,336)
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Note 23. Capital Adjustment Account

This account represents the amounts set aside from revenue resources or capital receipts to finance
expenditure on non-current assets or for the repayment of loans as well as other capital financing transactions
as required by the Accounting Code of Practice.

2015/16 2016/17
’000 £°000 £°000

72,966 Balance as at 1st April 78,211

Reversal of items relating to capital expenditure
debited or credited to the Comprehensive Income
and Expenditure Statement:

General Fund charges for depreciation of non-
current assets
1,966 HRA charges for depreciation of non-current assets 2,703
Revaluation and impairment loss: Property, Plant
Eisict) and Equipment Ge7as)
157 Amortisation of intangible assets reversal 205
Revenue Expenditure Funded from Capital Under

2,180 2,165

50 Statute written down =
Amounts of non-current assets written off on
3,635 disposal or sale as part of the gain/loss on disposal 4130

to the Comprehensive Income & Expenditure
Statement

4,110 | | (3333

(319) Adjusting amounts written out of the Revaluation (555)
Reserve

(69,175) Net written out amount of thg cost of non-current (112,101)
assets consumed in the year

Capital financing applied in the year: ]

Use of the Capital Receipts Reserve to finance new

(€t:8) capital expenditure ()
Capital expenditure charged against the General

(1,112) Fund & HRA balances EA5Y)

(5.076) Use of the Major Repairs Reserve to finance new (5.301)

capital expenditure
Capital grants & contributions credited to the
(1,394) Comprehensive Income & Expenditure Statement (822)
that have been applied to capital financing
Statutory provision for the financing of capital
(974) investment charged against the General Fund and (7,668)
HRA balances
@y | [ (15338)
Movements in the market value of Investment
o7 Properties debited or credited to the i
Comprehensive Income and Expenditure
Statement

78,211 Balance at 31st March I 127,439
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Note 24. Deferred Capital Receipts Reserve

The Deferred Capital Receipts Reserve holds the gains recognised on the disposal of non-current assets but
for which cash settlement has yet to take place. Under statutory arrangements, the Council does not treat
these gains as usable for financing new capital expenditure until they are backed by cash receipts. These
arise from mortgages on sales of council houses which are included under Long Term Advances — Loans
Outstanding. When the deferred cash settlement takes place, amounts are transferred to the Capital
Receipts Reserve.

2015/16 2016/17
£°000 £°000

(40) Balance at 1st April (32)
8 Transfer to the Capital Receipts Reserve upon receipt of cash -
(32) Balance at 31st March (32)

Note 25. Heritage Assets

Heritage assets are assets that are held by the Council principally for their contribution to knowledge and
culture. They are a distinct class of asset which is reported separately from property, plant, and equipment.
Previously the majority of these assets had been held as Community Assets with the exception of one or two
which were held in Infrastructure Assets or Other Land and Buildings. The heritage assets held by the Council
have been categorised as follows:

Art & Social History Collections
Monuments & Statues

Historic sites / buildings

Civic Regalia

The Code requires councils to recognise heritage assets where the Council has information on the cost or
value of the asset. However, the unique nature of many heritage assets makes reliable valuation complex.
Where it is not practical to obtain a valuation for an asset (at a cost which is commensurate with the benefits
to users of the financial statements) and cost information is available, the asset will be carried at historical cost
(less any accumulated depreciation, amortisation and impairment losses) as permitted by the Code.

Valuations may be made by any method that is appropriate and relevant to the heritage asset: this includes
insurance valuations for museum collections, monuments & statues, historic sites, and civic regalia. It is not a
requirement of the Code for valuations to be carried out or verified by external valuers. Although there is no
prescribed minimum period between full valuations, the Council considers it appropriate to seek a full
valuation every five years.

Impairment reviews will only take place where there is physical deterioration or new doubts as to the
authenticity of the heritage asset. Any impairment recognised will be treated in accordance with the
Council’s policy on impairments.
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Reconciliation of the carrying value of Heritage assets held by the Council:

Intangibles Art & Social | Monuments & | Historic Sites Civic Total
History Statues / Buildings Regalia Assets

£°000 Collections £°000
£’000 £’000 £’000 £’000

Cost or valuation

1+t April 2015 _ 4.123 ___ P

Additions
Revaluations - - (18) 15,772 - 15,754
Reclassifications - - 5 - - 5
Depreciation (275) (275)

31t March 2016 _ RVE) — 15,954 _ 20,857

Cost or valuation

15t April 2016 | 4123 — 15954 _ 20,857

Additions 1,216 1,285
Revaluations - = o - - R
Reclassifications - = - - -
Depreciation (114) (275) (389)

31st March 2017 1,102 4,123 _ 15,748 _ 21,753

Revaluations of Heritage Assets

In accordance with the Council’s accounting policy on Heritage Assets, valuations may be made by any
method that is appropriate and relevant to the heritage asset. During 2015/16 historic sites, principally the
Great Central Walk bridges, were assessed for insurance purposes by council engineers on the basis of re-

instatement costs, leading to a revaluation of £15.754m. These assets had previously been reported in the
balance sheet at historic cost.

Additions and Disposals of Heritage Assets

Additions in the year of £1.285m relate to purchases for the World Rugby Hall of Fame Exhibition of £1.200m,
£69,000 infrastructure work on the Great Central Walk and £16,000 for a film work purchase.

Art Collections

The Council’s collections of art work are reported in the Balance Sheet at insurance valuation which is based

on market values. The Rugby Art Collection was revalued by Sotheby’s in 2012/13. The collections include the
following items:

The Rugby Art Collection — 20t century and contemporary British art
The Local Art Collection

Andrew Varah Furniture

Social History Collection — mainly donated artefacts

Redding Collection - glass plate negatives
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The Rugby Art Collection

The Rugby Collection of 20th century and contemporary British art was established in 1946, and now holds
more than 170 important paintings, drawings, prints and film works. The collection includes work by Eduardo
Paolozzi, Stanley Spencer, Walter Sickert, Barbara Hepworth, Bridget Riley and L.S. Lowry. It is not on
permanent display, but parts of it are shown every year in the Rugby Collection show, usually around March
—June. At other times, visitors and researchers can view individual works in store by appointment. From time
to time, pieces from the collection are loaned to other regional, national or international institutions.

The Social History Collection

Rugby Museum’s Social History Collection has been built up since 2000, almost entirely from artefacts donated
by local people. It reflects Rugby’s rich engineering heritage, as well as the social and domestic lives of the
people of the borough. It contains around 6,000 items, mostly of low value. Part of the collection is on display
in the Rugby Museum, the remainder is in store.

The Redding Collection
The Redding Collection of glass plate negatives came to Rugby Museum following the closure of a local
photographic business. It contains around 20,000 glass plate negatives, mostly from the 1950s and 1960s,
many of them portraits and a significant number representing the immigrant communities in the borough. The
collection is not on display as it is vulnerable; the content will be made accessible to the public following a
digitisation programme.

Monuments & Statues

Echo sculpture (Caldecott Park)
Water feature (Caldecott Park)
Stone carved benches

Frank Whittle Arch

William Webb Ellis statue

Rupert Brooke statue

Historic Sites / Buildings
e Great Central Walk
¢ Newbold Quarry
e Regent Place / Jubilee Gardens (site of Rugby Motte & Bailey Castle)

Civic Regalia
e Mayoral Badges of Office
e Mayoral & Councillor Robes
e Borough Mace / Various Silverware and Ceramic Items

Intangibles
This is for the purchase of the rights to the Rugby World Cup Collection used in the Hall of Fame exhibition
which is exclusively licensed by the Council for 4 years.
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Note 26. Leases

Leases are classified as finance leases where the terms of the lease transfer substantially all the risks and
rewards incidental to ownership of the property, plant or equipment from the lessor to the lessee. All other
leases are classified as operating leases.

Where a lease covers both land and buildings, the land and building elements are considered separately for
classification. Arrangements that do not have the legal status of a lease but convey a right to use an asset
in return for payment are accounted for under this policy where fulfiment of the arrangement is dependent
on the use of specific assets. This definition includes rental agreements, contract hire and licences.

The Council as a Lessee

Finance leases
The Council has acquired the Land at Brownsover for use as a public park under a finance lease for 999 years.
The asset is carried as a Community Asset in the Balance Sheet at a net value of £1 at 31st March 2017. At
inception, no upfront premium was payable and the minimum lease payment of “one peppercorn” has not
been charged.

Operating Leases

Rentals paid under operating leases are charged to the Comprehensive Income & Expenditure Statement as
a cost to the services benefiting from the use of the leased property, plant or equipment. Charges are made
on a straight line basis over the life of the lease.

The Council holds a limited number of operating leases, mainly relating to the lease of 36 photocopiers with
an annual rental of £17,000 and also lease land at Hillmorton Road for the purpose of a public recreation
ground with a rental of “one peppercorn” per annum.

The Council as Lessor

Finance leases
The Council as lessor did not hold any finance leases in 2016/17.

Operating leases

The Council has leased out properties under operating leases for the provision of community services (such
as sport facilities or community centres) or economic development purposes to provide local businesses with
affordable accommodation.

Future minimum lease payments receivable under non-cancellable leases in future years are:

31st March 31st March
2016 2017
£’000 £°000
Not later than one year 82 84
Later than 1 year and not later than 5 years 147 182
Later than 5 years 1,664 1,639

| 1,893 1,905

The minimum lease payments receivable do not include rents that are contingent on events taking place
after the lease was entered into, such as adjustments following rent reviews. In 2016/17 no contingent rents
were receivable by the Council.
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Note 27. Long Term Advances — Loans Outstanding

Balance at 31st Advances Amounts Repaid | Balance at 31st
March 2016 March 2017
£°000 £°000 £°000 £°000

Local Authority Mortgage

1,011 - - 1,011
Scheme
Loans for the Purchase and
Improvement of Private 32 - - 32
Dwellings
Repossession Fund 4 - (D) 3

Local Capital Finance Company

20 = = 20
1,067 | O | 1066

Note 28. Debtors (amounts due to the Council)

Net Bad Debt Net
1st April 2016 Provision 31st March
2017
£°000 £°000 : £°000
Amounts due within one year
978 Government Departments 434 - 434
900 Other Local Authorities (inc. Police) 1,114 - 1,114
15 Homelessness 41 27) 14
510 Rent-payers 658 (195) 463
246 Council tax payers 312 (26) 286
284 Non Domestic Rate payers 293 (88) 205
3 Car Parking 2 Q) 1
1,174 Housing Benefit Overpayments 2,214 (852) 1,362
914 Other Entities and Individuals 1,345 (29) 1,316

sp24 | | 6413 1,218 5,195

Amounts due in more than one year
124 Employee Vehicle Loans 130 - 130
78 Work in Default
5 226 6 621 1,218 5 403




Note 29. Creditors (amounts owed to others by the Council)

As at 31st As at 31st
March 2016 March 2017
£°000 £°000
256 HM Revenue and Customs (HMRC) 285
930 Government Departments 3,909
1,115 Other Local Authorities (Inc. Police) 2,566
148 Rent payers 195
85 Council tax payers 93
- Non Domestic Rate payers -
1,294 Other entities and individuals 2,414

3,828 9.462

The increase in the creditors balances for amounts owed to Government Departments and Other Local
Authorities at the end of 2016/17, compared to 2015/16, is largely due to the surplus arising during the year
recorded in the Collection Fund for business rates.

Note 30. Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not more than 24 hours. Cash equivalents are investments that mature in no more than one month
from the date of acquisition and that are readily convertible to known amounts of cash with insignificant risk
of change in value.

In the Cash Flow Statement, cash and cash equivalents are shown net of bank overdrafts that are repayable
on demand and form an integral part of the Council’s cash management.

The balance of Cash & Cash Equivalents is made up of the following elements:
I
£’000 £’000
1,740 Cash held / overdrawn (-) by the Council (547)

- Bank current accounts -
15,269 Money Market Funds 12,862

17,009 12,315
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Note 31. Cash Flow Statement — Operating Activities

2015/16 2016/17
£°000 £°000

(23,921) Taxation (25,952)
(28,106) Grants (27,011)
(8,567) Housing Rents (9,249)
(6,026) Sales of Goods and Rendering Services (7,486)
(442) Interest received (642)
12,670 Cash paid to and on behalf of employees 13,028
13,739 Housing Benefit paid out 11,181
13,656 Business Rates Tariff Payment 13,770
348 Precepts paid 715
573 Payments to the Capital Receipts Pool 556
13,627 Cash paid to suppliers of goods and services (Inc. net VAT outflow) 12,532
2,789 Interest paid 1,583
1,782 Other payments for operating activities 3,106

Note 32. Cash Flow Statement - Investing Activities

2015/16 2016/17
£’000 £’000
Purchase of property, plant and equipment, investment property and
9,189 : : 9,504
intangible assets

50,496 Purchase of short-term and long-term investments 64,129
Proceeds from the sale of property, plant, and equipment, investment

(2.277) property and intangible assets 00
(51,315) Proceeds from short-term and long-term investments (43,572)
(1,144) Other receipts from investing activities (1,096)

Note 33. Cash Flow Statement — Financing Activities

2015/16 2016/17
£°000 £°000

: ash receipts of short and long-term borrowing :
15,000 Cash [ f sh dl b i 15,100
1,460 Other receipts from financing activities (3,156)
14,300 Repayments of short and long-term borrowing 10,000
ther payments for financing activities
(268) Oth for fi [ iviti (6)

Net cash flows from financing activities 8,262 e




m

h:ouucn

Note 34. Trading Operations

Rugby Borough Council has a number of services that operate in a commercial environment and the service
manager is required to balance their budget by generating income. Details of those units with a turnover
greater than £100,000 or a deficit greater than £100,000 in 2016/17 are as follows:

AElle Service Expenditure Income AR
Surplus () / Deficit P Surplus () / Deficit

[ £o00s |
(115) Trade Waste 769 (885) (116)
(89) Crematorium 654 (806) (152)
(216) Car Parking 297 (549) (252)
Benn Hall (232)

Y N R Y T T

Trading Operations are incorporated into the Comprehensive Income and Expenditure Statement, including
some integral parts of the Council's services to the public (e.g. Refuse Collection and Street Cleansing). The

expenditure of these operations is allocated or recharged to the relevant service headings within Cost of
Services.

Note 35. Audit Fees
In 2016/17 Rugby Borough Council incurred the following fees relating to external audit and inspection:

2015/16 2016/17
£°000 £°000

Fees payable to the appointed auditor, Grant Thornton, regarding

. : 55 55
external audit services

Fees payable to the appointed auditor, Grant Thornton for the 9 17
certification of grant claims and returns

Other non-external audit fees paid to Grant Thornton 16 5

lotal ____|_s8___| 77
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Note 36. Related Party Transactions

The Council is required to disclose material transactions with related parties, bodies or individuals that have
the potential to control or influence the Council or to be controlled or influenced by the Council. Disclosure
of these transactions allows readers to assess the extent to which the Council might have been constrained
in its ability to operate independently or might have secured the ability to limit another party’s ability to
bargain freely with the Council.

Central Government

Central Government has effective control over the general operations of the Council - it is responsible for
providing the statutory framework, within which the Council operates, provides the majority of its funding in
the form of grants and prescribes the terms of many of the transactions that the Council has with other parties
(e.g. council tax bills, housing benefits). Grants received from government departments are set out in Notes
16 and 17. Amounts outstanding at the end of the financial year are included in Notes 28 and 29.

Council Members and Chief Officers

Based on existing key data sources, no material related party transactions have been identified amongst
either the members or chief officers. Declarations are made under section 81 of the Local Government Act
2000 and the Local Authorities (Model Code of Conduct) (England) Order 2001. The below sources make up
the Council’s core elements for managing the risk of Fraud, Bribery and Corruption and are:

e The Register of Members’ Interests — maintained in accordance with the Local Authorities (Members’
Interests) Regulations 1992 (Statutory Instrument 1992/618);

e Disclosure of direct or indirect pecuniary interests - as defined by the Council’s Code of Conduct for
Councillors; and

e The Staff Register of Interests — maintained in accordance with the Council’s Constitution and Anti-
Fraud, Bribery & Corruption Strategy.

Senior Council Officers remuneration paid during 2016/17 is set out in Note 7; Councillors Allowances are
stated in Note 8.

During 2016/17, 6 Borough Councillors were also Warwickshire County Councillors (Clir Peter Butlin; Clir Heather
Timms; ClIr Richard Dodd; ClIr Jerry Roodhouse; Clir O’Rourke and ClIr H Roberts).

In addition to their normal involvement on various Council Committees, most members and some Senior
Officers and staff also act as the Council’s representative on a wide range of Outside and Voluntary Bodies -
some such representation follows from their Committee membership(s).

A list of representatives relevant to 2016/17 was approved at the Annual Meeting of the Council on 19t May
2016.

A total of £238,000 grants were awarded to voluntary organisations in 2016/17, of which £97,00 was paid to
voluntary organisations in which 12 members had an interest. All payments were made with proper
consideration of declarations of interest. The relevant Members did not take part in any discussion or decision
relating to the payments.

A full list of all Borough Councillors and their various interests of this type can be made available upon request
at the Town Hall, Rugby.
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Other Public Bodies (subject to control by Central Government)

Warwickshire County Council (WCC) and the Office of the Warwickshire Police & Crime Commissioner

These authorities issue precepts on the Council and these are shown in the Collection Fund Statement. WCC
is the administering authority for the Pension Fund and employer’s contributions paid by this council total
£2,393,000 for 2016/17.

A £25,000 partnership grant was received from WCC to assist with the continued the delivery of the Green
Waste collection service for the last quarter of 2016/17.

£35,000 of grant was received from the Office of the Police and Crime Commissioner for Warwickshire to fund
various Community Safety Projects across the Rugby Borough.

Parish Precepts
For 2016/17 the precepts issued to parish councils totalled £715,000.

West Midlands Combined Authority

The Council is also a non-constituent member of the West Midlands Combined Authority (WCMA). The WMCA
is a group of councils across the region that is working together to seek greater decision-making powers from
the government in a process known as devolution.

In the Scheme sent to Government only constituent members have voting rights. However, once the WMCA
is established constituent members can give voting rights to non-constituent members, for example, allowing
them to vote on matters to do with economic development. Constituent members may only be signed up
to one combined authority, whilst non-constituent members can be signed up to one or more combined
authorities.

In 2016/17 Rugby Borough Council paid the WMCA a £25,000 contribution to help fund its programmes and
initiatives.

Read more about the WMCA at: https://www.wmca.org.uk/

Shared Procurement & Training Agreements

The Council is part of a shared Procurement Service with Nuneaton & Bedworth Borough Council. Nuneaton
& Bedworth Borough Council is the lead authority in this shared service and in 2016/17 £36,000 was contributed
by Rugby Borough Council to the scheme.

Further shared service agreements are in place with Nuneaton & Bedworth Borough Council where the
Council contributes to the shared salary costs to provide IT and Human Resources training. In 2016/17 £23,000
was contributed by Rugby Borough Council to these schemes.

Shared Building Control Service

The Council is part of a shared Building Control Service with Warwick District Council and Daventry District
Council. Warwick District Council are the lead authority who host and provide the Building Control Service
for the partnership. In 2016/17 Rugby Borough Council contributed £59,000 into the scheme.
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Entities Controlled or Significantly Influenced by the Authority

The Council provided financial assistance to certain voluntary and outside bodies during 2016/17; these are
mainly local government associations or local groups that the Council supports with grant aid and advice.
Examples include the Local Government Association, West Midlands Local Government Association, Rugby
First, Rugby Citizens Advice Bureau, Rugby Age Concern and Rugby Business Improvement District (BID)
Company. The majority of individual transactions may be material for the recipient organisations but are
relatively immaterial in financial terms for this organisation.

Rugby First Ltd - BID Division

As Growth & Investment Portfolio Holder, Clir Mrs Timms and as Environment & Public Realm Portfolio Holder,
CliIr Lisa Parker, are on the Board of Rugby First Limited. An amount of £1.024m was paid to the BID Company
in 2016/17 of which £582,000 related to the collection of BID Levy income, the remaining £443,000 is used to
provide a CCTV Monitoring and Town Centre Management Service.

Rainsbrook Crematorium

Rainsbrook Crematorium Rainsbrook Crematorium is a joint project between Rugby Borough Council and
Daventry District Council. The Crematorium is operated by Rugby Borough Council’s bereavement services
team on behalf of a joint committee which represents both authorities. Each council has an equal share in
the entity. Rugby Borough Council paid £140,000 to Daventry District Council in 2016/17 in relation to their
share of the annual operating surplus.

Queen’s Diamond Jubilee Centre

The Queen’s Diamond Jubilee Centre is owned by Rugby Borough Council and is operated by Greenwich
Leisure Ltd (GLL). Rugby Borough Council received £277,000 from GLL for the annual contract fee and profit
share as per the contract agreement in 2016/17.

The Hall of Fame - World Rugby

The Hall of Fame is a joint venture between World Rugby Ltd and Rugby Borough Council £1.2m was spent by
Rugby Borough Council in capital expenditure to fund the construction and implementation of the Hall of
Fame project in 2016/17. A further £6,000 Operational Expenditure was also spent in 2016/17.
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Note 37. Pension Costs

Pension Benefits

As part of the terms and conditions of employment of its officers, the Council makes contributions towards the
cost of post-employment benefits. Although these benefits will not actually be payable until employees retire,
the Council has a commitment to make the payments for those benefits and to disclose them at the time
that the employees earn their future entitlement.

Participation in pension schemes
Rugby Borough Council participates in two post-employment schemes:

e The Local Government Pension Scheme (LGPS), which is administered locally by Warwickshire County
Council - this is a funded defined benefit career average salary scheme, meaning the Council and its
employees pay contributions into a fund, calculated at a level intended to balance the pensions
liabilities with investment assets. In 2016/17 the Council paid an employer's contribution total of
£2.263m, which represented 20.38% of employees' pensionable pay of £11.102m into the Pension Fund.
The contribution rate is determined by the Fund's Actuary based on triennial actuarial valuations and
the current rate was determined by the latest valuation undertaken up to 31st March 2016.

e discretionary post-retrement benefits upon early retirement — this is an unfunded defined benefit
arrangement, under which liabilities are recognised when awards are made. However, there are no
investment assets built up to meet these pension liabilities, and cash has to be generated to meet
actual pension payments as they eventually fall due. In 2016/17 the cost of the added years benefit
awarded in the past amounted to £130,000, representing 1.17% of pensionable pay.

The pension scheme is operated under the framework of the Local Government Pension Scheme and the
governance of the scheme is the responsibility of the pensions investment sub-committee of Warwickshire
County Council. Policy is determined in accordance with the Pensions Fund Regulations.

The principal risks to the Council of the scheme are the longevity assumptions, statutory changes to the
scheme, structural changes to the scheme (e.g. large-scale withdrawals), changes to inflation, bond yields
and the performance of the equity investments held by the scheme. However, these are mitigated to a
certain extent by the statutory provisions as set out below.

Statutory provisions require the General Fund balance to be charged with the amount payable by the
Council to the pension fund in the year, not the amount calculated according to the relevant accounting
standards. In the Movement in Reserves Statement this means that there are appropriations to and from the
Pension Reserve to remove the notional debits and credits for retirement benefits and replace them with
debits for cash paid to the pension fund and any amounts payable to the fund but unpaid at the year-end.
The negative balance that arise on the Pensions Reserve thereby measures the beneficial impact to the
General Fund of being required to account for retirement benefits on the basis of cash flows rather than as
benefits are earned by employees.
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Recognition and Measurement
The LGPS is accounted for as a defined benefit scheme:

¢ The liabilities of the pension fund attributable to the Council are included in the Balance Sheet on an
actuarial basis using the projected unit method; which is an assessment of the future payments that
will be made in relation to retirement benefits earned to date by employees, based on assumptions
about mortality rates, employee turnover rates and projections of future earnings for current
employees.

o Liabilities are discounted to their value at current prices, using a discount rate of 2.6% (broadly
equivalent to the yield available on high quality corporate bonds with duration, consistent with the
term of the liabilities).

e The fair value of the assets of the pension fund attributable to the Council are included in the
Balance Sheet at their fair value:

o Market quoted investments — current bid price on the final day of the accounting period
e Fixed interest securities — net market value based on their current yields
e Unquoted investments — professional estimate

The change in net pensions liability is analysed into the following components:
e Service Cost - comprising:

= Current year service cost — the increase in the liabilities as a result of years of service earned
this year — allocated in the Comprehensive Income and Expenditure Statement to the
services for which the employees worked.

= Past service cost - the increases in liabilities as a result of a scheme amendment or
curtailment whose effect relates to years of service earned in earlier years — debited to the
Surplus or Deficit on the Provision of Services in the Comprehensive Income and Expenditure
Statement.

= Netinterest on the net defined liability - the change during the period in the net defined
benefit liability that arises from the passage of time charged to the Financing and Investment
Income and Expenditure line of the Comprehensive Income and Expenditure Statement — this
is calculated by applying the discount rate used to measure the defined benefit obligation
at the beginning of the period to the net defined benefit liability at the beginning of the
period - taking into account any changes in the net defined benefit liability during the
period as a result of contribution and benefit payments.

e Remeasurements - comprising:

= The return on plan assets — excluding amounts including in net interest on the net defined
benefit liability — charged to the Pensions Reserve as Other Comprehensive Income and
Expenditure

= Actuarial gains and losses — change in the net pensions liability that arise because event
have not coincided with assumptions made at the last actuarial valuation or because the
actuaries have updated their assumptions — charged to the Pensions Reserve as Other
Comprehensive Income and Expenditure

e Contributions paid to the pension fund — cash paid as employer’s contributions to the pension fund in
settlement of liabilities; not accounted for as an expense.
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Transactions relating to Post-Employment Benefits

The Council recognises the cost of retrement benefits in the reported cost of services when they are earned
by employees, rather than when the benefits are eventually paid as pensions. However, the charge required
against council tax and HRA rents is based on the cash payable in the year, so the real cost of post-
employment/retirement benefits is reversed out of the General Fund and HRA via the Movement in Reserves
Statement. The following transactions have been made in the Comprehensive Income and Expenditure
Statement and the General Fund and HRA balances via the Movement in Reserves Statement during the

year.
Local Government Discretionary Benefit
Pension Scheme Arrangements

2015/16 2016/17 2015/16 2016/17
£°000 £°000 £°000 £°000

Comprehensive Income and Expenditure Statement
Cost of Services

e Current Service Costs 3,315 2,831 - -
e Past Service Costs 1 74 - -
Financing and Investment Income and Expenditure

e Net Interest Expense 1,323 1,118 61 59

Surplus or Deficit on the Provision of Services

Other Post-employment benefits charged to the
Comprehensive Income and Expenditure
Statement

Re-measurement of the net defined benefit liability
comprising:

e Return on Plan Assets (excluding the amount

included in the net interest expense) 993 (2 i i
e Actuarial gains and Ios_ses arising on changes in i (1,355) i 22)
demographic assumptions
o Actuarlal gains arl1d losses arising on changes in (11,078) 19,638 (33) 60
financial assumptions
Other experience (1,554) (750) (103) 43

Total Post Employment Benefit Charged to the
Comprehensive Income and Expenditure Statement (7,000)

Movement in Reserves Statement

¢ Reversal of net charges made to the Surplus or
Deficit on the Provision of Services for Post-
Employment Benefits in accordance with the (4,639) (4,023) (61) (59)
Code
Actual amount charged against the General Fund
and HRA Balances for Pensions in the year:
e Employer's contributions payable to the
scheme
¢ Retirement benefits payable to pensioners - - 134 130

2,101 2,263 = =
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Pension Assets and Liabilities Recognised in the Balance Sheet

The amountincluded in the Balance Sheet arising from the Council's obligation in respect of its defined benefit
plan is as follows:

Local Government Discretionary Benefit
Pension Scheme Arrangements
2015/16 2016/17 2015/16 2016/17
£°000 £°000 £’000 £°000

Present Value of the Defined Benefit Obligation (115,505) (136,585) (1,759) (1,769)
Fair Value of Plan Assets

83,870 98,180 -

Net Liability Arising from the Defined Benefit
Ol e (31,635) (38,405) (1,759) (1,769)

Pension Assets and Liabilities
150,000

130,000

110,000

£'000

90,000 -

70,000 -

50,000 - T T T | |
2011/12 2012/13 2013/14 2014/15 2015/16 2016/17

el jabilities e===Assets

The liabilities show the underlying commitments that the Council has in the long term to pay post-employment
(retirement) benefits. The total net liability of £40.174m has a substantial impact on the net worth of the Council
as recorded in the Balance Sheet.

However, statutory arrangements for funding the deficit mean that the financial position of the Council

remains healthy. The deficit on the Local Government Pension Scheme will be made good by increased

contributions over the remaining working life of employees, as assessed by the scheme actuary.
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Reconciliation of the Movements in the Fair Value of the Scheme (Plan) Assets:

2015/16 2016/17
£°000 £°000

Opening Balance at 1st April 83,099 83,870

Interest Income on Plan Assets 2,645 2,914
Return on Plan Assets, excluding the amount included in the net interest (993) 12,523
expense

Contributions from Employer 2,235 2,393
Contributions from Scheme Participants 716 708
Benefits Paid (3,832) (4,228)

Closing Balance at 31st March 83,870 98,180

Reconciliation of Present Value of the Scheme Liabilities (Defined Benefit Obligation):

Local Government Discretionary Benefit
Pension Scheme Arrangements
2015/16 2016/17 2015/16 2016/17
£°000 £°000 2 00]0) 2 00]0)

Opening Balance at 1st April 123,835 115,505 1,968 1,759

Current Service Cost 3,315 2,831
Interest cost 3,968 4,032 61 59
Contributions by Scheme Participants 716 708 - -

Re-measurement Gain/(Loss):
e Actuarial gains/losses arising from changes in

demographic assumptions i (0555) i &)
. Actua_rlal gams/lo_sses arising from changes in (11,078) 19,638 (33) 60
financial assumptions
e Other experience (1,554) (750) (103) 43
Benefits Paid (3, 698) 4, 098) (134) (130)

Past Service Costs

Closing Balance at 31st March 115, 505 136 585 1,759 1,769

Basis for Estimating Assets and Liabilities

Liabilities have been assessed on an actuarial basis using the projected unit credit method valuation, an
estimate of the pensions that will be payable in future years’ dependent on assumptions about mortality rate,
salary levels, etc. Both the Local Government Pension Scheme and Discretionary Benefits liabilities have been
assessed by Hymans Robertson LLP, an independent firm of actuaries, estimates for the scheme fund being
based on the latest full valuation of the scheme as at 31t March 2016.
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The significant assumptions used by the actuary have been:

o000) £°000
Mortality assumptions:
Longevity at 65 for current pensioners (years):

e Men 22.4 225

e Women 244 24.7
Longevity at 65 for future pensioners (years):

e Men 24.3 24.3

e Women 26.6 26.7
Rate of Inflation (CPI) 2.20% 2.4%
Rate of increase in salaries 4.20% 3.0%
Rate of increase in pensions 2.40% 2.4%
Rate of discounting of scheme liabilities 3.50% 2.6%
Take-up option to convert annual pension into retirement lump sum 50% 50%

The estimation of the defined benefit obligations is sensitive to the actuarial assumptions set out in the table
above. The sensitivity analyses shown in the next table have been determined based on reasonably possible
changes on the assumptions occurring at the end of the reporting period and assumes for each change that
the assumption analysed changes while all other assumptions remain constant.

The assumption in longevity, for example, assume that life expectancy increases or decreases for men and
women. In practice, this in unlikely to occur and changes in some of the assumption may be interrelated.
The estimations in the sensitivity analysis have followed the accounting policies for the scheme, i.e. on an
actuarial basis using the projected unit credit method. The methods and types of assumptions used in
preparing the sensitivity analysis below did not change from those used in the previous period.

Local Government Pension Scheme Assets Comprised:

Fair Value of Scheme Assets

30,000
25,000
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IAS19 Employee Benefits requires the disclosure of the sensitivity of the results to the methods and assumptions
used. The sensitivities regarding the principal assumptions used to measure the scheme liabilities are set out
below.

Impact on the Defined Benefit Obligation in the Scheme
Approximate Approximate %

Monetary increase to
Amount £'000 Employer
Liability
Rate of increase in salaries (increase by 0.5%) 2,028 1%
Rate of increase in pensions (increase by 0.5%) 10,858 8%
Rate for discounting scheme liabilities (decrease by 0.5%) 13,079 9%

Impact on the Council's Cash Flows

The contributions paid by Rugby Borough Council are set by the Fund Actuary at each triennial actuarial
valuation (the most recent being at 31t March 2016). The objectives of the scheme are to keep employers'
contributions at as constant a rate as possible; the contributions payable over the period to 31st March 2017
are set out in the Rates and Adjustments Certificate. Warwickshire County Council has agreed a strategy with
the scheme's actuary to achieve a funding level of 100% over the next 19 years. The next triennial valuation
is due to be completed as at 31st March 2019. Employer contributions for the period to 31st March 2018 are
estimated to be approximately £2.344m.

Note 38. Pensions Reserve

The Pensions Reserve absorbs the timing differences arising from the different arrangements for accounting
for post-employment benefits and for funding benefits in accordance with statutory provisions. The Council
accounts for post-employment benefits in the Comprehensive Income and Expenditure Statement as the
benefits are earned by employees accruing years of service, updating the liabilities recognised to reflect
inflation, changing assumptions and investment returns on any resources set aside to meet the costs. However,
statutory arrangements require benefits earned to be financed as the Council makes employer’s contributions
to pension funds or eventually pays any pensions for which it is directly responsible. The debit balance on the
Pensions Reserve therefore shows a substantial shortfall in the benefits earned by past and current employees
and the resources the Council has set aside to meet them. The statutory arrangements will ensure that funding
will have been set aside by the time the benefits become payable.

2015/16 2016/17
£°000 £7000
42,703 Balance at 1st April 33,394

(11,774) Re-measurement of the net defined liability 5,091

Reversal of items relating to retirement benefits credited to the Surplus of
4,700 - : - 4,082
Provision of Services in the CIES
(2,235) Employer’s pension contributions gnd direct payments to pensioners (2,393)
payable in the year

33,394 Balance at 31st March 40,174 _
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Note 39. Financial Instruments

Financial Liabilities (e.g. Borrowing)

Financial liabilities are initially measured at fair value and carried on the Balance Sheet at that value plus any
interest due. Annual charges to the Comprehensive Income & Expenditure Statement for interest payable are
based on the carrying amount of the liability multiplied by the effective rate of interest for that particular
financial instrument. For most borrowings that the Council has this means that the amount presented in the
Balance Sheet is the outstanding principal repayable, and interest charged to the Comprehensive Income &
Expenditure Statement is the amount payable for the year in the loan agreement.

Financial Assets (e.g. Investments)
Financial Assets are classified into two types:

e Loans and receivables — Investments that have fixed determinable payments but are not quoted in
an active market

¢ Available-for-sale-assets — assets that have a quoted market price and/or do not have fixed or
determinable payments

Loans and Receivables are initially measured at fair value and carried at their amortised cost. Annual credits
to the Comprehensive Income and Expenditure Statement for interest receivable are based on the carrying
amount of the asset multiplied by the effective rate of interest for the instrument. For most loans that the
Council has made, this means that the amount presented in the balance sheet is the outstanding principal
receivable, and interest credited to the Comprehensive Income and Expenditure Statement is the amount
receivable for the year in the loan agreement.

Where assets are identified as impaired because of a likelihood arising from a past event that payments due
under the contract will not be made, the asset is written down and a charge made to the Comprehensive
Income and Expenditure Statement.

The following categories of financial instrument are carried in the Balance Sheet:

Current (Short Term

31st March 31st March 31st March 31st March
2016 2017 2016 2017
o 0[0]0) £°000 £°000 £°000
Investments:
Loans & receivables - 6,015 3,544 4,544
Available-for-sale financial assets 9,499 3,819 12,075 31,016
Debtors:
Loans & receivables 1,315 1,827
——
Borrowings:
Financial liabilities at amortised cost (89,585) (82,109) (7,329) (19,668)
7,329 19,668
Creditors:
Financial liabilities at amortised cost — trade (1,294) (2.414)
creditors

__ (L294) (2,414)




Income, Expense, Gains and Losses
The gains and losses recognised in the Comprehensive Income and Expenditure Statement in relation to
financial instruments are made up as follows:

2016/17 Financial Loans & Available for Total
Liabilities Receivables Sale
Amortised Cost
£°000 £°000 £°000 £°000

Interest expense 2, 322 - - 2, 322
Change in fair value

Interest payable & similar charges 2, 334 _— 2, 334

Interest and investment income (486) (232) (718)
2015/16 Financial Loans & Available for Total
Liabilities Receivables Sale
Amortised Cost

£°000 £°000 £°000 £°000
Interest expense 2, 247 - - 2, 247
Change in fair value (32)

_

Interest income (165) (337) (502)
Interest and investment income (165) (337) (502)

Net Gain () / Loss for the year 2,289 | @7 | @) | 1,755

Hedge Accounting
In accordance with the Code, the Council will apply Hedge Accounting on a transaction by transaction
basis.

The Council will carry out hedging activities, from time to time, to limit its exposure to different financial risks,
such as interest rate risk. These activities commonly consist of entering into a forward dated contract with a
counterparty to eliminate or limit risk. These instruments are initially recognised at fair value on the trade date
and are subsequently remeasured at their fair value at the balance sheet date. The method of recognising
the resulting gain or loss is dependent on whether the derivative is designated as a hedging instrument and
the nature of the item being hedged.

A hedging relationship that qualifies for hedge accounting will be recognised when the following conditions
are met:

e At the inception of the hedge there is formal designation and documentation of the hedging
relationship and the Council’s risk management objective and strategy for undertaking the hedge.
The documentation will include identification of the hedging instrument, the hedged item or
transaction, the nature of the risk being hedged and how the entity wil assess the hedging
instrument’s effectiveness in offsetting the exposure to changes in the hedged item’s fair value or cash
flows attributable to the hedged risk;
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e The hedge is expected to be highly effective in achieving offsetting changes in fair value or cash
flows attributable to the hedged risk, consistent with the originally documented risk management
strategy for that particular hedging relationship;

e Fora cash flow hedge, a forecast transaction that is the subject of the hedge must be highly probable;
o The effectiveness of the hedge can be reliably measured; and

e The hedge is assessed on an on-going basis and determined actually to have been effective
throughout its life.

Cash Flow Hedges

Changes in the fair value of derivative financial instruments that are designated and effective as hedges of
future cash flows are recognised directly in the Comprehensive Income and Expenditure Statement and any
ineffective portion is recognised immediately in Other Comprehensive Income and Expenditure. If the firm
commitment or forecast transaction that is the subject of a cash flow hedge results in the recognition of a
non-financial asset or liability, then, at the time the asset or liability is recognised, the associated gains or losses
on the derivative that had previously been recognised in the Comprehensive Income and Expenditure
Statement are included in the initial measurement of the asset or liability. For hedges that do not result in the
recognition of an asset or a liability, amounts deferred in the Comprehensive Income and Expenditure
Statement are recognised in Financing and Investment Income and Expenditure.

Hedging

On 5t August 2011, the Council entered into a forward dated contract with BAE Systems Pension Fund to
borrow £10m on 30t December 2011 to fund the Queen’s Diamond Jubilee Leisure Centre project. The
forward contract was settled on 30t December 2011 by delivery of the underlying loan and its fair value of
£437,000 was transferred to the hedging reserve and recognised as a loss in Other Comprehensive Income
and Expenditure within the Comprehensive Income and Expenditure Statement. This sum was scheduled be
released to the income and expenditure account over ten years to 30th December 2021 to match the interest
payable on the loan.

On 30t June 2016 the Council and Bae Systems Pension Fund entered into a revised agreement, terminating
the previous contract. Consequently, the underlying loan and the fair value of the forward contract have
been written out of the balance sheet and hedge reserve. The sum released in the 2016/17 financial year was
£13,000 (2015/16: £42,000) recognising the period 1st April 2016 to 30t June 2016.

No financial assets or liabilities were designated as hedging instruments at 31st March 2017 (2016: £nil).
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Fair Values of Assets and Liabilities
Some of the Council’s financial assets are measured in the balance sheet at fair value on a recurring basis
and are described in the following table, including the valuation techniques used to measure them.

Recurring Fair Input Level Valuation technique used to measure fair 31st March 31st March
Value in Fair Value value 2016 Fair 2017 Fair

Measurements Hierarchy Value Value
£’000 £’000

SEIRISIS Tl S Unadjusted quoted prices in active

EU(I:,IELA FIeIREs el markets for identical shares e EAD

Available for Sale . . . .

_ Lothbury Level 1 Unadjusted quqted prices in active 2.002 2,035

markets for identical shares

Property Fund

Available for Sale

— Corporate : : . .

Bonds / Level 1 Unadjusted quqted prlces in active 17,240 30,504
- markets for identical shares

Certificates of

Deposit

| 21574 34,834

The Council held £30.5m in corporate bonds and certificates of deposit. The fair value has been calculated
using published price quotations. There were no transfers between input levels during the financial year
2016/17. There has been no change in valuation technique used during the year for financial instruments.

The Fair Values of Financial Assets and Financial Liabilities that are not measured at Fair Value (but for which
Fair Value disclosures are required)

Except for financial assets carried at fair value (described above) all other financial liabilities and financial
assets represented by loans and receivables, and long-term debtors and creditors are carried in the Balance
Sheet at amortised cost. Their fair value can be assessed by calculating the present value of the cash flows
that will take place over the remaining term of the instruments, (Level 2) using the following assumptions:

e For loans from the Public Works Loan Board (PWLB) payable, premature repayment rates from the
PWLB have been applied to provide fair value under PWLB debt redemption procedures;

e For non-PWLB loans payable, prevailing market rates have been used to provide the fair value under
PWLB debt redemption procedures;

e Forloans receivable prevailing benchmark market rates have been used to provide the fair value;
= No early repayment or impairment is recognised

=  Where an instrument has a maturity of less than 12 months or is a trade or other receivable the
fair value is taken to be the carrying amount or the billed amount




The fair values are calculated as follows:

As at 31t March 2016 As at 31st March 2017

Carrying Fair Value Carrying Fair Value
Amount Amount
£°000 £°000 £°000 £°000
57,598 60,869 PWLB Debt 50,697 54,760
39,316 41,144 Non-PWLB Debt 51,080 57,254

96,914 102,013 101,777 112,014
15,619 15,617 Money Market Loans < 1 year 35,560 35,560
9,499 9,499 Money Market Loans > 1 year 9,834 9,834

25,118 25,116 Total Loans and Receivables 45,394 45,394

The fair value is of total borrowing is more than the carrying amount because the Council’s loans are fixed at
a higher rate than was available at the 31st March 2017. This shows a notional future loss (based on economic
conditions at 31st March 2017) arising from a commitment to pay interest to lenders above current market
rates.

The fair value of PWLB loans of £54.760m compares the terms of these loans with the new borrowing rates
available from the PWLB. However, if the Council were to seek to repay these loans early to the PWLB, the
PWLB would raise a penalty charge, based on redemption interest rates, for early redemption of £6.459m for
the additional interest that will not now be paid. The exit price for the PWLB loans including the penalty charge
would be £57.156m.

Note 40. Hedge Reserve

The Council established a cash flow hedging relationship between a forward contract element and the
interest cash flows payable on a loan.

Upon settlement of the forward contract its fair value was transferred to the Hedge Reserve and recognised
as a loss in Other Comprehensive Income and Expenditure within the Comprehensive Income and
Expenditure Statement.

This sum was scheduled be released to the income and expenditure account over ten years to 30t December
2021 to match the interest payable on the loan.

On 30t June 2016 the Council and Bae Systems Pension Fund entered into a revised agreement, terminating
the previous contract. Consequently, the underlying loan and the fair value of the forward contract have
been written out of the balance sheet and hedge reserve.

2015/16 2016/17
£ OOO £°000

Balance at 1st April

Release to income and expenditure account to match interest payable
(42) on loan (@)

268 Balance at 31st March _




Note 41. Nature and Extent of Risk Arising from Financial Instruments

The Council’s activities expose it to a variety of financial risks. The Council’s overall risk management
procedures focus on the unpredictability of financial markets, and implementing restrictions to minimize these
risks. The procedures for risk management are set out through a legal framework in the Local Government
Act 2003 and the associated regulations. These require the Council to comply with the CIPFA Prudential
Code, the CIPFA Treasury Management in the Public Services Code of Practice and Investment Guidance
issued through the Act.

The Council manages risk in the following ways:

e by formally adopting the requirements of the Code of Practice;
e by approving annually in advance prudential and treasury indicators for the following three years
limiting
= The Council’s overall borrowing;
= |ts maximum and minimum exposures to fixed and variable rates;
= ts maximum and minimum exposures to the maturity structure of its debt;

= |ts maximum annual exposures to investments maturing beyond a year; and

e by approving an investment strategy for the forthcoming year setting out its criteria for both investing
and selecting investment counterparties in compliance with the Government Guidance.

Credit risk

Credit risk arises from deposits with banks and financial institutions, as well as credit exposures to the Council’s
customers. This risk is minimised through the Annual Investment Strategy, which stipulates limits on credit
criteria, deposit amounts and duration for deposits with each financial institution. Details of the Investment
Strategy can be found on the Council’s website.

The following analysis summarises the Council’s maximum exposure to credit risk by comparing global
corporate finance average default rates against the Council’s deposits to produce an estimated maximum
exposure to default.

As at 31st March 2016 As at 31st March 2017

Carrying Estimated Carrying Estimated
el Tl el ST Deposits with banks and financial institutions LTS FISAIMUT

Balance exposure Balance exposure
Sheet to default Sheet to default
o00]0) £°000 £°000 oR000)
7,194 - AAA rated counterparties/products 10,850 -
3,015 1 AA rated counterparties/products 17,852 4
9,046 7 A rated counterparties/products 11,821 9
5,863 13 BBB rated counterparties/products 4,870 11
1,439 Trade Debtors 1,957

26,557 _ 47,350 _
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At 31st March 2017 sundry debts outstanding, arising from a contractual obligation, stood at £0.6m. Of this
balance, £290,000 is past its due date for payment (30 days) and can be analysed by age as follows:

31st March 31st March
2016 2017
£°000 £°000
Less than three months
Three to six months
Six months to one year
More than one year

246 290

During the reporting period the Council held no collateral as security.

Liquidity risk

There is no significant risk that the Council will be unable to raise finance to meet its commitments under
financial instruments as the Council has ready access to borrowings from the Money Markets to cover any
day to day cash flow need, and the PWLB, whilst providing access to longer term funds, also acts as a lender
of last resort to councils (although it will not provide funding to a council whose actions are unlawful). The
Council manages its liquidity position through the risk management procedures outlined as well as through
cash flow management procedures required by the Treasury Code of Practice.

The maturity analysis of financial assets is as follows:

31st March 31st March
2016 2017
£°000 £°000
Less than one year 13,590 35,561
Between one and two years 3,027 3,819
Between two and three years 4,167 2,004
More than three years 4,334 4,010

25,118 45,394

All trade and other payables (creditors) are due to be paid in less than one year and are not shown in the
table above.

Total

Refinancing and Maturity Risk

The Council maintains a significant debt and investment portfolio. To mitigate the longer term risk to the
Council relating to managing the exposure to replacing financial instruments as they mature, the Council
approves Prudential indicator limits and an annual Treasury Management Strategy.

The Financial Services team address the operational risks within the approved parameters, by;

e Monitoring the maturity profile of financial liabilities and amending the profile through either new
borrowing or the rescheduling of the existing debt; and

e Monitoring the maturity profile of investments to ensure sufficient liquidity is available for the Council’s
day to day cash flow needs, and the spread of longer term investments provide stability of maturites =
and returns in relation to the longer term cash flow needs. _
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The maturity analysis of financial liabilities is as follows, with the maximum and minimum limits for fixed interest
rates maturing in each period:

Approved Approved Actual 31st | Actual 31t
maximum minimum March 2017 | March 2016

limits limits

%

Less than one year* 20 - 16,223 6,901 16
12 months to 2 years 30 - 22,683 14,216 23
Between 2 and 5 years 60 - 35,537 42,289 36
Between 5 and 10 years 60 - 19,106 27,572 19
Between 10 and 20 years 75 - 515 4,475 1
Between 20 and 30 years 75 - 512 515 1
Between 30 and 40 years 75 - 434 434 -
More than 40 years 3,766 512

__ 98,776 96,914 _

* excludes short term borrowing less than 365 days.

Market risk

Interest rate risk - The Council is exposed to interest rate movements on its borrowings and investments. For
instance, arise in variable and fixed interest rates would have the following effects:

e Borrowings at variable rates — the interest expense charged to the Surplus or Deficit on the Provision
of Services will rise;

e Borrowings at fixed rates - the fair value of the borrowing liability will fall;

¢ Investments at variable rates - the interest income credited to the Surplus or Deficit on the Provision
of Services will rise; and

¢ Investments at fixed rates — the fair value of the assets will fall.

Borrowings are not carried at fair value on the balance sheet, so nominal gains and losses on fixed rate
borrowings do not impact on the Surplus or Deficit on the Provision of Services or Other Comprehensive
Income and Expenditure. However, changes in interest payable and receivable on variable rate borrowings
and investments will be posted to the Surplus or Deficit on the Provision of Services and affect the General
Fund Balance, subject to influences from Government grants. Movements in the fair value of fixed rate
investments that have a quoted market price will be reflected in Other Comprehensive Income and
Expenditure.

The Council has a number of strategies for managing interest rate risk. The Annual Treasury Management
Strategy draws together the Council’s prudential indicators and its expected treasury operations, including
an expectation of interest rate movements. A prudential indicator is set which provides maximum and
minimum limits for fixed and variable interest rate exposure.

The Financial Services team monitors market and forecast interest rates within the year to adjust exposures
appropriately. The risk of interest rate loss is partially mitigated by Government grant payable on financing
costs. A 1% change in variable interest rates would be immaterial to the Council because it has no varlable. =
rate debt and a small value of variable rate investments. -




RucsY

Foreign exchange risk — Other than those sums held in Icelandic kroner (ISK) previously mentioned in Note 9,
the Council has no financial assets or liabilities denominated in foreign currencies. In co-operation with other
local authorities and legal advisors, the Council is examining options to facilitate the release of funds held in
Iceland at the earliest opportunity. Fluctuations in foreign exchange values are, in part, mitigated by interest
earned on these sums whilst held in escrow.

Note 42. Available for Sale Financial Instruments Reserve

The Available for Sale Financial Instruments Reserve contains the gains made by the Council arising from
increases in the value of investments that have quoted market prices or otherwise do not have fixed or
determinable payments. The balance is reduced when investments with accumulated gains are:

e Revalued downwards or impaired and the gains are lost,
e Disposed of and the gains are realised.

2015/16 2016/17
£°000 £°000 £°000

(73) Balance at 1st April _ (228)

(211) Upward revaluation of investments (68)

Downward revaluation of investments not charged to the
Surplus/Deficit on the Provision of Services
Accumulated gains on assets sold and maturing assets written
(101) out to the Comprehensive Income and Expenditure Statement (124)

as part of Other Investment Income

a5 |  NetMovement | | (57
Balance at 31 March | (285 |

157 135

Note 43. Provisions

Provisions represent amounts set aside to meet future liabilities which are likely or certain to be incurred but
where it is not possible to determine exactly the amounts or timing of such events.

Provisions in respect of bad and doubtful debts are maintained, including amounts relating to rent, council
tax and business rate arrears, which have been estimated in accordance with recommended practice and
past experience and are charged as an expense to the appropriate service line in the Comprehensive
Income & Expenditure Statement. When payments are eventually made these are charged to the provision
carried in the Balance Sheet.

Provision for Business Rate Appeals

The Local Government Finance Act 2012 introduced a business rates retention scheme that enabled local
authorities to retain a proportion of the business rates generated in their area. The new arrangements for the
business rates came into effect on 1st April 2013. Billing authorities acting as agents on behalf of the major
preceptors (10%), central government (50%) and themselves (40%) are required to make provisions for
refunding ratepayers who have successfully appealed against the rateable value of their properties on the
rating list. o
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On 1st April 2016 the Council’s provision for business rate appeals was £3.6m. During the course of the financial
year £0.7m was charged to the provision for successful appeals in 2016/17 which have been previously
provided for.

After reflecting the amounts charged to the provision in 2016/17, the Council carried out an assessment of
the future risk of appeal losses.  Following this, the 2016/17 overall provision in the business rates Collection
Fund has been increased to £4.9m. Rugby Borough Council's 40% share of the total provision is £1.9m of which
it is expected that £971,000 will be settled in the next twelve months and £1m in 2017/18 or later years.

Provision for Redundancy Costs

A provision has been included at 31st March 2017 to cover the redundancy costs of a post that was placed
at risk prior to the end of the financial year. In addition, the probable cost of the restructure of the operational
management of Waste Collection service has also been provided for.

During 2016/17 the opening balance relating to a post at risk at 31st March 2016 was also used in the year.

Provision for Management Restructure

At the end of 2015/16 a provision to recognise the probable cost of the Senior Management restructure
included in the Accounts. The restructure was completed during 2016/17 and therefore the provision was
used in the year.

2016/17 2016/17 2016/17 2016/17
Business | Management | Redundancy Total

RELES Restructure Provision
Appeals
£°000 £7000 £°000 £7000

Short — Term Provisions

Balance at 1st April (262) (160) (14) (436)
Amounts used in the year 301 160 14 475
Increase/decrease in provision (1,010) 87) (2,097)

Balance at 31st March (971) _ 87) (1,058)

Long - Term Provisions

Balance at 1st April (1,172) - - (1,172)
Amounts used in the year - - - -
Increase/decrease in provision

Balance at 31 March (1 006) R <1 006)

o8l ____|_ gy || (6) | (2069
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Note 44. Contingent Liabilities

A contingent liability arises where an event has taken place that gives the Authority a possible obligation
whose existence will only be confirmed by the occurrence or otherwise of uncertain future events not wholly
within the control of the Authority. Contingent liabilities also arise in circumstances where a provision would
otherwise be made but either it is not probable that an outflow of resources will be required or the amount of
the obligation cannot be measured reliably. Contingent liabilities are not recognised in the Balance Sheet
but are disclosed in the accounts.

Contingent Assets A contingent asset arises where an event has taken place that gives the Authority a
possible asset whose existence will only be confirmed by the occurrence or otherwise of uncertain future
events not wholly within the control of the Authority. Contingent assets are not recognised in the Balance
Sheet but are disclosed in the accounts where it is probable that there will be an inflow of economic benefits
or service potential.

There are no material contingent liabilities or assets to disclose for 2016/17.

Note 45. Events after the Reporting Period

Events taking place after the Balance Sheet date are those events, both favourable and unfavourable, that
occur between the end of the reporting period and the date when the Accounts are authorised for issued.
Two types of events can be identified:

o Those that provide evidence of conditions that existed at the end of 2016/17 — the Accounts are
adjusted to reflect such events

o Those that are indicative of conditions that arose after the 31st March 2017 - the Accounts are not
adjusted to reflect such events, but where a category of events would have a material effect,
disclosure is made of the nature of the event and their estimated financial effect.

There are no material events to disclose that arose after the 31st March 2017.

The draft Accounts were certified by the Head of Corporate Resources and Chief Financial Officer on 31st
May 2017. Events taking place after this date are not reflected in the Accounts or notes.
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Housing Revenue Account

Income and Expenditure Account

The HRA Income and Expenditure Statement shows the economic cost in the year of providing housing
services in accordance with generally accepted accounting practices, rather than the amount to be funded
from rents and government grants. Authorities charge rents to cover expenditure in accordance with
regulations; this may be different from the accounting cost. The increase or decrease in the year, on the basis
of which rents are raised, is shown in the Movement on the HRA Statement.

2015/16 2016/17
£°000 £°000
Income
(16,732) Dwelling Rents (16,322)
(276) Non-dwelling rents (213)
(1,355) Charges for services (1,427)
(233) Contributions towards expenditure (256)

18,596 Total Income 18,218

Expenditure

3,328 Repairs and maintenance 3,007
4,218 Supervision and management 4,592
2 Rents, rates, taxes and other charges 2
(2,697) Depreciation and impairment of non-current assets (40,829)
6 Debt management costs 24
50 Movement in allowance for bad debts 55

4,907 Total Expenditure (33,149)

Net Expenditure or Income of HRA Services as included in the

Celfesr) Comprehensive Income and Expenditure Statement (o)
229 HRA Share of Corporate and Democratic Core costs 210
1,365 Gain (-) / Loss on sale of HRA non-current assets 2,017
1,287 Interest payable and similar charges 1,324
(111) Interest and investment income (221)
241 Pension interest and expected return on pension assets 200
(8) Capital grants and contributions receivable (51)

(10,686) Surplus () / Deficit for the year on HRA services (47,888)
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Movement on the HRA Statement
2015/16 2016/17

£°000 o000)
(2,725) HRA revenue balance brought forward (2,828)
(10,686) Surplus (-) / Deficit for the year on the HRA Income and Expenditure (47,888)
Account
5,627 Adjustments between accounting basis and funding basis under statute 49,924

5,059 Net increase or decrease () before transfers to or from reserves 2,036

4,956 Transfers to (-) or from earmarked reserves (639)

(103) Increase () / decrease in the HRA Revenue Balance 1,397
(2,828) HRA revenue balance carried forward (1,431)

Note to the Movement on the HRA Statement

_ Adjustments between accounting basis and funding basis under statute _

(1,966) Charges for depreciation and impairment of non-current assets (2,703)
4,687 Revaluation losses(-) / gains on Property Plant and Equipment 43,601
(24) Amortisation of intangible assets (69)
(3,606) Amounts of non-current assets written off on disposal or sale (4,121)
2,241 Sale proceeds credited as part of the gain/loss on disposal 2,103
8) Transfer to Accumulated Absences account -
988 Capital expenditure financed from revenue balances 1,014
9 Capital grants and contributions applied 51
(737) Net charges made for retrement benefits (IAS 19) (582)
3,759 Reversal of Major Repairs Allowance credited to the HRA 3,893

- Statutory provision for the financing of capital investment 6,453
284 Employers Contributions payable to the Pension Fund and retirement 284

benefits payable direct to pensioners

se7 . | 49924

_ Transfers to or from () earmarked reserves _

(211) Transfer to or from (-) Housing Repairs Account 323
5,167 Transfer to or from (-) HRA Capital balances (1,014)
- Transfer to or from (-) other earmarked reserves 52

486 | | (639
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Note 1. HRA Assets

The number and types of dwellings in the Council’s housing stock is as follows:

2,180 Houses/Bungalows (including part-ownerships) 2,162
1,635 Flats 1,634

g;s | .| 37%
The change in the stock was as follows:

20156 | 2016417
3,848 Stock at 1st April 3,815

(35) Less sales (including part-ownership) (26)
(€H) Less removal from stock -
- Add: new build properties -
3 Add: purchase of properties 7

3,815 Stock at 31st March 3,796

The balance sheet includes Housing Revenue Account assets as follows:

2015/16 2016/17
£°000 £°000

Balance Sheet values as at 315t March

129,293 Operational Assets: Dwellings 182,395
170 Operational Assets: Other Land & Buildings 790
149 Operational Assets: EQuipment 278
685 Operational Assets: Infrastructure 704
724 Non-Operational Assets 76

- Assets Under Construction 611

1020 | | 18485

Note 2. Vacant Possession

I

£°000 £°000
378,428 Vacant Possession Value of Dwellings at April 2016 prices 321,691
(129,293) Balance Sheet Value of Dwellings (182,395)

249.135 139,296

The vacant possession value of the dwellings is the equivalent of the market value of the properties.

For balance sheet purposes it is necessary to adjust this value in order to show the cost of the properties at
social value. This represents a value for a property if it were sold with sitting tenants enjoying rents at less than
open market rents and rights such as Right to Buy. The difference between the two values represents the
economic cost to the Government of providing council housing at less than open market rents. An
adjustment factor is provided by the Government, which measures the difference between market and Iocal__. -
authority rents at a regional level. The adjustment factor for Rugby is set at 40%. e
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Note 3. Major Repairs Reserve

The Major Repairs Reserve is an earmarked reserve for the capital financing of the planned element of
replacement expenditure on council houses. The Reserve earns interest on all balances which must also be
used for this purpose.

2015/16 2016/17
£°000 £°000

Balance at Lt Apri
(1,949) Depreciation on non-current assets (2,703)
(1,810) Appropriations to/from HRA Revenue (1,291)

47 Interest received (31)
5,076 Capital financing 5,301

Note 4. Housing Repairs Account

2015/16 2016/17
£°000 £°000
(842) Balance at 1st April (631)

(3,118) Contributions during the year (3,330)
3,329 Repairs and maintenance charged 3,007

(631) Balance at 31t March (954)

Note 5(i). HRA Capital Expenditure and Financing

2015/16 2016/17
£°000 £°000

5,377 Council dwellings 6,017
701 Other assets 556
230 Housing Management Systems 46
17 Other expenditure 2

Financed by:
988 Direct Revenue Finance 1,014
9 Government Grant 51
- S.106 Funding -
252 Right to Buy Receipts

5,076 Major Repairs Reserve

63»s . | 662
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Note 5(ii). HRA Capital Receipts

2015/16 2016/17
000 000

2,241 Sales of Council Houses under Right to Buy (RTB) 2,080
10 RTB Discounts repaid -
7 Council House Mortgage Principal Repayments

2> . | 2080
Note 6. Depreciation of Property Plant and Equipment

2015/16 2016/17
£°000 £°000

Operational Assets

1,871 Dwellings, other land, buildings 2,633
75 Equipment 49
20 Non-operational assets 21

6 | | 2703

A full valuation of the stock has to be undertaken every 5 years. The latest one was carried out as at 1st April
2016. The results have been incorporated into the values shown in the balance sheet.

Note 7. Contribution to/from Pensions Reserve
The HRA share of IAS19 Employee Benefits pension adjustments is based on the number of employees charged
to the HRA. Also see Note 37 Pension Costs and Note 38 Pensions Reserve.

Note 8. Tenant Arrears

During 2016/17 rent arrears as a proportion of gross rental income have changed from 3.60% of the amount
due to 3.80%. The figures, excluding service charges and debts of up to three weeks are as follows:

I
£°000 £°000

485 Arrears of current tenants (not including current weeks) 471

109 Arrears of former tenants 165

594 Total tenants arrears at 31st March 636
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Bad Debts
The total provision for bad debts was £194,730 (as at 31st March 2017). Amounts actually written off during the

year totalled £23,270. The level of bad debt provision is calculated with reference to the HRA (Arrears of Rents
and Charges) Directions 1990. An analysis of the Bad Debt Provision Account is as follows:

e [ e
£°000 £°000

Galance at 1+ Apri
74 23

Write off
(50) Provision made in the year

Balance as at 31t March

(55)
195
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Collection Fund Statement

As a billing authority the Council acts as an agent collecting council tax and business rates (national non-
domestic rates) on behalf of the major preceptors, Central Government and itself.

Under the legislative framework for the Collection Fund, billing authorities, major preceptors and Central
Government share proportionately the risks and rewards that the amount of council tax and business rates
collected could be less or more than predicted. Transactions and balances in respect of council tax and
business rates therefore need to be allocated between the biling authority, major preceptors and Central
Government, in accordance with the proportionate shares set out in legislation.

The Council’s share of council tax income and retained business rate income alongside the related business
rates tariff payment and levy payment will be recognised in the Comprehensive Income & Expenditure
Statement in the line Taxation & Non-Specific Grant Income. The difference between the business rate and
council tax income included in the Comprehensive Income and Expenditure Statement and the amount
required by regulation to be credited to the General Fund shall be taken to the Collection Fund Adjustment
Account and reported in the Movement in Reserve Statement.

2016/17 Collection Fund Income £111m

m Council Tax (E58m)

M Business Rates (£53m)

2016/17 Collection Fund Expenditure £107m
2%

® Warwickshire County Council (£49m)
® Rugby Borough Council (£26m)

u Central Government (£24m)

M Police & Crime Commissioner for

Warwickshire (E7m)

M Provisions - Appeals (£1.3m) & Bad Debt
(£0.2m)
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2015/16 2016/17 2016/17 2016/17
Total Business Councill Total
Rates Tax
£°000 £’000 £’000 £’000
INCOME
(54,866) Council Tax Receivable - (57,882) (57,882)
(45, 321) Business Rates Receivable (49, 351) - (49, 351)

Transitional Protection Payments Receivable

0087 | | (49,351 57,882 107,233

Contribution to Previous Year Estimated Deficit

- Central Government (1,853) - (1,853)
- Warwickshire County Council (370) - (370)
- Rugby Borough Council (1,482) - (1,482)

- Office of the Police and Crime Commissioner for - - -
Warwickshire

/| @75 | | (3705 |

EXPENDITURE
224 | Transitional ProtectonPayments | 3 [ | 3
Distribution of Previous Year Estimated Surplus
104 Central Government - - -
607 Warwickshire County Council - 748 748
177 Rugby Borough Council - 118 118
92 Office of the Police and Crime Commissioner for - 117 117

Warwickshire

%0/ | | 93 | 983 |

Precepts, Demands and Shares

23,193 Central Government 23,720 - 23,720
45,649 Warwickshire County Council 4,744 43,431 48,175
24,983 Rugby Borough Council 18,976 6,746 25,722
6,427 Office of the Police and Crime Commissioner for - 6,675 6,675

Warwickshire

00252 | | 47440 56,852 104,292

Charges to Collection Fund

437 Less: write offs of uncollectable amounts 55 144 199

(6) Less: Increase / Decrease (-) in Bad Debt Provision (8) 8 -
1,383 Less: Increase / Decrease (-) in Provision for Appeals 1,358 - 1,358

137 Less: Cost of Collection 137 - 137

191 ] | 1582 [ 152
Movement on Fund

3,220 Surplus (-) / Deficit arising during the year (4,071) 105 (3,966)
(300) Surplus (-) / Deficit arising at 1st April 3,862 (942) 2,920

2,920 Surplus ( ) / Deficit arising at 31t March 1,046




RucsY

Notes to the Collection Fund Statement

Note 1. Council Tax

The Councilis required to calculate a tax base each year and this is divided into the total precept requirement
for Warwickshire County Council, Office of the Police and Crime Commissioner for Warwickshire and the
Borough Council to produce the band D council tax figure of £1,635.01 for 2016/17.

Average
Town / Parish Warwickshire County Council
£62.59 £1,249.02

4%

.
Fio e

76%
Rugby Borough
Council § o
£131.42 B

8%

Office of the Police &
Crime Commissioner
for Warwickshire
£191.98
12%

The tax base is calculated by estimating the number of chargeable dwellings in each valuation band, taking
into account an estimate of additions and deletions during the year, and adjusted for the effects of various
reliefs, exemptions and discounts, where applicable.

This is converted to an equivalent number of band D dwellings. Finally, an adjustment is made to cover non-
collection of arrears. A summary of the calculation is shown below.

Band No. of Ratio Band D Equivalent
Chargeable
Dwellings

A- 7.69 5/9 4.27
A 5,448.39 6/9 3,628.63
B 8,586.06 7/9 6,671.37
C 9,218.20 8/9 8,185.76
D 5,363.69 9/9 5,363.69
E 4,070.44 11/9 4,974.08
F 2,579.00 13/9 3,724.07
G 1,471.49 15/9 2,451.50
H 65.56 18/9 131.12

| /| 3513449
Less allowance for non-collection (491.88)

Contributions in lieu
(MOD properties) 129.10

] COUNCIL TAX BASE 2016/17 3477171

(Band A- relates to a reduction for persons with disabilities on Band A)
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The tax base multiplied by the average band D council tax of £1,635.01 provided an original estimate of
income, including council tax benefit, of £56,852,126 for 2016/17. The actual income for 2016/17 was
£57,882,624 thus exceeding expectations by 1.8%

Note 2. Business Rates (National Non-Domestic Rates)

The Business Rates Retention scheme provides for non-domestic rates collected by a billing authority to be
shared between it, its major precepting authority and central government.

The Council collects non-domestic rates for its area, based on local rateable values multiplied by a national
rate. The total rateable value for the Rugby Borough area was £114,162,057 at 31st March 2017 (£111,262,579
in 2015/16). The non-domestic rating multiplier for 2016/17 was 49.7p (49.3p in 2015/16) and the small business
non-domestic rating multiplier was 48.4p (48.0p in 2015/16).

Note 3. Collection Fund Balance Apportionment

The Collection Fund balance as at 31t March 2017 will be split between the authorities and recovered in
2018/19 in the following proportions:

Councill Business Rates
2015/16 Tax
Total 2016/17 2016/17
£°000 £°000 £°000
1,931 Central Government - (104)
(331) Warwickshire County Council (639) (21)
(113)  Office of the Police and Crime Commissioner for Warwickshire (99)

1,433 (99) (8-4)

2,920 209

The Balance Sheet as at 31st March 2016 willinclude a net debtor for each of the precepting authorities’ share
of the Collection Fund surplus.

Rugby Borough Council

The Council’s share of the overall surplus on the Collection Fund of £183,000 is recognised in the Consolidated
Income and Expenditure Statement in 2016/17, but reversed out to the Collection Fund Adjustment Account
in the Movement in Reserves Statement.
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Collection Fund Adjustment Account

The Collection Fund Adjustment Account manages the differences arising from the recognition of income
from council tax and business rates in the Comprehensive Income and Expenditure Statement as it falls due
compared with the statutory arrangements for paying across amounts to the General Fund from the
Collection Fund.

Total Council Tax Business Total
Rates
2015/16 2016/17 2016/17 2016/17
£°000 £’000 £°000 £°000
Amount by which income credited to the
Comprehensive Income and Expenditure
1,297 Statement is different from income calculated 13 (1,629) (1,616)
for the year in accordance with statutory
requirements.

1,433 Balance at 31st March (99) (84) (183)
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Independent Auditor’s Report

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF RUGBY BOROUGH COUNCIL

To be added upon the conclusion of the audit
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Annual Governance Statement 2016/17

SCOPE OF RESPONSIBILITY

Rugby Borough Council is responsible for ensuring that it conducts its business in accordance with the
law and proper standards. Public money must be used economically, efficiently and effectively,
safeguarded and properly accounted for. The Council must have in place proper governance
arrangements and carry out its functions effectively, including suitable risk management
arrangements.

The Council must conduct a review, at least once a year, of the effectiveness of its system of internal
control and report the findings in an annual governance statement. The statement must be prepared
in accordance with proper practices and be reported to a Committee of Councillors. This document
comprises the Council’s annual governance statement for 2016/17.

WHO IS RESPONSIBLE FOR ENSURING GOOD GOVERNANCE?

The Council’s governance arrangements are overseen by the Audit & Ethics Committee. The
Executive Director has overall responsibility for ensuring that effective controls and processes are
implemented across the Council and these are regularly reviewed and updated. Regular reports are
submitted to the Audit & Ethics Committee highlighting any identified enhancements. The Head of
Corporate Resources and Chief Finance Officer (s151 Officer) is responsible for ensuring that effective
financial controls are in place, for the maintenance of an effective internal audit function and for
reviewing the overall effectiveness of the governance framework. The overview and co-ordination of
this process is undertaken by the Corporate Assurance and Improvement Manager.

WHAT THIS STATEMENT TELLS YOU

This Statement provides a summarised account of how the Council’s management arrangements are
set up to meet the principles of good governance set out in the Constitution and how assurance is
obtained that these are both effective and appropriate. It is written to provide the reader with a clear,
simple assessment of how the governance framework has operated over the past financial year, how
effective that framework has been in enabling the Council to achieve its intended outcomes, and to
identify any improvements made and any weaknesses or gaps in arrangements that need to be
addressed. Its main aim is to provide the reader with confidence that the Council is managed
effectively and efficiently; that services are delivered in accordance with current legislation, the
corporate strategy and in a way that optimises value for money.
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4. THE PRINCIPLES OF GOOD GOVERNANCE

4.1 The principles of good governance are set out in the new CIPFA Framework for Delivering Good
Governance in Local Government 2016. The new framework is different in a number of ways, in
particular the positioning of the attainment of sustainable economic, societal, and environmental
outcomes as a key focus of governance processes and structures. This statement explains how the
Council has complied with the new framework and also meets the requirements of the Accounts and
Audit Regulations 2015 (England).

4.2 Good governance is dynamic, and the Council is committed to improving its governance on a
continuing basis through a process of evaluation and review. The diagram below, taken from the
International Framework for Good Governance in the Public Sector, illustrates the various principles of
good governance in the public sector and how they relate to each other.

C. Defining o

and respecfing the rule of low

sl 1 SR—

B. Ensuring openness and intervenfions necessary to
omprehensi opfimize the
< emﬂ;:ﬂf:::fhddef achievement of the
infended outcomes

E. Developing the enfity’s
capacity, including the
capabiity of its
leadership and the
individuals within it

Principles A and B permeate implementation of principles C to G
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THE GOVERNANCE FRAMEWORK

The governance framework comprises the policies, plans, systems, processes, culture and values (the
system of ‘internal control’) that the Council has in place to ensure its intended outcomes for
stakeholders and the community are defined and delivered. To deliver good governance objectives
must be achieved whilst also acting in the public interest. The framework enables the Council to
monitor the achievement of its strategic objectives and to consider whether those objectives have
led to the delivery of appropriate, cost effective services.

The governance arrangements are designed to ensure that an appropriate and proportionate
approach is taken to managing risk whilst ensuring that objectives are achieved. The governance
framework has been in place for the year to the date of approval of this annual governance
statement. The arrangements are not designed to eliminate all risks but rather provide a reasonable
degree of assurance of effectiveness.

The governance framework and an assessment of its effectiveness are set out on the following pages.
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PRINCIPLE A: Behaving with integrity, demonstrating strong commitment to ethical values, and
respecting the rule of law

Arrangements in place

Effectiveness and future developments

Member and officer codes of conduct
Confidential Reporting Code

Counter Fraud, Bribery and Corruption
Strategy

Fraud Response Plan

Contract Standing Orders

Declaration of interests procedure
Register of interests

Register of gifts and hospitality

Customer feedback and complaints
procedure

Equalities & Diversity policy statement
Information security policies and a Chief
Information Officer in post

Newly updated corporate values which all
employees are expected to act in
accordance with

Recruitment/ selection
aligned with corporate values

procedures

A new standard template has been
developed for 1 to 1 meetings between
managers and staff, ensuring that
corporate values are embedded and
adhered to

An internal audit review has been
scheduled in 2017/18 to provide assurance
that corporate values are embedded
across the organisation

The Council participates in the National
Fraud Initiative and the County Wide
Counter Fraud Initiative

Delivery of fraud
awareness training

Any planning applications submitted by
staff are reviewed in public

Agenda management sheets of Council
reports include a requirement to highlight
the legal implications of decisions

Records of regulatory training required
and undertaken are retained on the
Council’s HR system

and corruption

The Council has a Health & Safety

members working party

A revised Counter Fraud Strategy and Fraud Response Plan
were implemented during 2016/17 which has led to a more
consistent approach to investigation of irregularities across the
Council and improved awareness amongst staff. Furthermore,
dedicated time has been set aside within the internal audit
work plan to ensure that resources are available to thoroughly
investigate any allegations and to enable proactive risk based
testing to be conducted during the year.

New corporate values were developed in full consultation with
almost 200 employees involved in their development. There is a
high commitment to embedding the values across the
organisation. A behaviours document will be issued to all
officers and compliance will be mandatory. Rolling licensing
committee training has been provided to members leading to
a clearer evaluation of prosecution cases. Regulatory training
has been provided to planning committee members leading to
a greater awareness and understanding when making
decisions, leading to a reduction in appeals.

The feedback and complaints procedure is robust, however at
present there is formal analysis of feedback undertaken to
identify common themes or issues for which lessons may need
to be learnt across the organisation. Furthermore, positive
feedback is not always celebrated and recognised in a
consistent manner. See Action 1.

The Council’s information security procedures are
comprehensive but the new General Data Protection
Regulations take effectin May 2018 and steps need to be taken
to implement and embed the regulations across the Council.
See Action 2.

The Council’s voluntary and community grants working party
has issued approximately £250,000 in funds to benefit our
citizens and communities. Applications are subject to a
consistent evaluation process. Outcomes are clearly defined in
Service Level Agreements and delivery is monitored.
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PRINCIPLE B: Ensuring openness and comprehensive stakeholder engagement

Arrangements in place

Effectiveness and future developments

The Council publishes a range of
information including meeting agendas
and reports, financial and procurement
data, invitations to tender, senior officer
salaries, the contracts register, annual
governance statement and financial
statements, corporate performance
information, planning applications and
decisions and section 106 agreements.

The strategic risk register is scrutinised by
the Audit & Ethics Committee with open
reporting to Cabinet.

The Council consults widely and
comprehensively with stakeholders on
its proposals. Wider engagement takes
place via the West Midlands Combined
Authority and the Local Enterprise
Partnership.

There is a Scrutiny Committee work
programme in place, with members of
the public invited to recommend topics
and attend annual work planning
meetings.

A Forward Plan is in place setting out
what consultation will be undertaken in
advance of decisions being made, and
with whom.

The Council has received an Equality &
Diversity “excellent” accreditation and
Equality Impact Assessments are
completed for Council decisions.

Communications strategy in place

Customer feedback and complaints
procedure

Active engagement with employees
takes place in a number of ways
including through a bi-annual survey,
regular employee briefings, core briefs,
and the corporate management forum
and through the Joint Union
Consultation Forum.

On May 24th 2017 the Council was reaccredited as “excellent” under
the equalities framework for local government, the first and only
district Council to have achieved the reaccreditation.

The Council uses a range of approaches to engage with
communities including through associations, forums, leafletting,
parish councils, drop in events, Facebook, our website, surveys, and
face to face. There is a contract with language line to support any
face to face communication issues and the Council accesses the
Warwickshire County Council interpretation and translation service
to translate written documents. The Council is a partner of
Warwickshire Observatory, which provides information and
intelligence about Warwickshire and its people. The information
provided was used to inform the Council’s vision for Rugby Town
Centre and to inform the development of the Corporate Strategy
for 2017-20. The information is also used by staff when completing
Equality Impact Assessments, which helps to ensure that decisions
are taken after due consideration of the impacts across the
community.

There is an annual ‘Our Rugby, Our Future’ event which enables
voluntary and community sector and statutory partners to
contribute their views on progress on the Regeneration Strategy
priorities and amend them as appropriate. This informs the work
which is undertaken with community partners.

Consultation is also undertaken with staff and trade unions in
developing employment policies. During 2016/17 there was
consultation on proposed changes to staff terms and conditions;
staff were kept informed of progress and amendments were made
to the proposals as a result.

Cross party working parties are operated as an additional measure
which ensures engagement with all members on key Council
decisions.

As part of the strategy of ensuring the Council is fit for the future,
residents were used to help shape changes to the way the housing
warden service is delivered. This resulted in improved service
resilience and consistency of service quality whilst delivering greater
efficiency and value for money. Furthermore, the residents’ panel
and housing association champions provide greater community
involvement and shaping of decisions which concern them.
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PRINCIPLE C: Defining outcomes in terms of sustainable economic, social, and environmental benefits

Arrangements in place

Effectiveness and future developments

A new Corporate Strategy was
approved which was subject to a
public consultation exercise

The Medium Term Financial Strategy is
aligned with the Corporate Strategy

Cabinet and Committee reports set
out the impact of changes on
stakeholders

Strategic and operational risk register
are in place, and a register of
corporate risks will be developed in
2017.

A “clean” Value for Money opinion
was received from the external
auditors in 2016.

As part of plans to ensure the Council
is fit for the future, decisions are being
taken for the long term including
implementation of green waste
charges, digitalisation of services and
internal processes, a forward plan for
the Rugby Art Gallery and Museum,
and through the commercialisation
agenda.

The Council consults widely on its
proposals considering the economic,
social and environmental impacts of
plans, policies and decisions.

There is a clear vision for Rugby Town
Centre including an action plan and
marketing plan.

It was a successful year for the borough’s parks and open spaces;
Rugby gained a gold award in both the regional Heart of England in
Bloom and the National Britain in Bloom campaigns. Both Caldecott
Park and Centenary Park received Green Flag awards, with the latter
being recognised as the most improved park in the country by the
Fields in Trust. Funding was secured from the Woodland Trust to plant
over 28,000 trees and the Council supported over 8,000 hours of
volunteer activity on its green spaces.

As an indicator of its success the Play Team resources have been
significantly increased in order to accommodate demand. The
service helps local schools to deliver their healthy schools agenda by
running breakfast clubs where healthy eating and physical activity
are encouraged. Park sessions are run with families to encourage
them to use the green spaces in the local area and young people
are stakeholders in the design of play facilities. The service also runs
youth clubs for children.

In the Benn Ward area local residents were educated to take
responsibility for their own waste; residents are now taking the lead in
ensuring the area is kept clean. In March 2017 the Council launched
a new campaign to crackdown on fly tippling and in 2016 more than
1,400 fly tipping incidents were dealt with.

The Council delivered a number of improvements to enhance the
public realm of the Town Centre including replacement and
refurbishment of timber benches, improvements to car park lighting,
and replacement of town centre car park pay and display machines.

Through the Council’s on-going crime and disorder initiatives serious
violent crime was reduced by 7.5%, domestic burglary was reduced
by 9% and every Council supported victim of anti-social behaviour
saw a reduction in their vulnerability.

In January 2017 work commenced to improve a flood-prone stretch
of the Great Central Way footpath and cycle way between the
Clifton Road bridge and Hillmorton’s Pytchley Road.

The Rugby Multilink project was also launched, offering free advice
and support to the Polish speaking community. The project links
established Polish speaking residents with new residents in need of
help and support.
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PRINCIPLE D: Determining the interventions necessary to optimise the achievement of intended
outcomes

Arrangements in place

Effectiveness and future developments

We manage performance through local
and management performance
indicators; this enables intervention to be
targeted where it is needed.

The service planning process is designed
to ensure that we target the actions

necessary to deliver our Corporate
Strategy.
The corporate performance

management system (RPMS) is used to
monitor the delivery of action plans.

Following a restructure of the senior
management team in 2016 there are
now four distinct service areas and a
dedicated member portfolio holder for
each service.

Committee and Cabinet reports set out
the risks and options associated with
decisions.

A “clean” Value for Money opinion was
received from the external auditors in
2016 and the Contract Standing Orders
and financial instructions are designed to
ensure best value.

Quarterly finance and performance
reports are submitted to and reviewed
by Cabinet.

An annual budget report is submitted
and there is an established budget
setting process.

The Medium Term Financial Strategy is
regularly reviewed and updated.

The Council consults widely on its
proposals considering the economic,
social and environmental impacts of
plans, policies and decisions.

There is a Forward Plan of key decisions
and a scrutiny committee arrangement
in place.

A customer feedback and complaints
procedure is in place.

Together with the Newbold-on-Avon Community Partnership the
Council transformed a former allotment site on Parkfield Road
into a flagship green space with a sensory garden, wildlife zones,
a butterfly bank, picnic area and nature trail.

The Council led a partnership bid from the Warwickshire Together
Homelessness Early Intervention Project to secure a £855,000
grant from the Department for Communities and Local
Government’s Homelessness Prevention Trailblazers fund.

As part of the corporate strategy the Council continued to
facilitate investment and growth in Rugby. This is evidenced by
the commencement of a new community development at the
site of the old Rugby Radio Station, the granting of planning
permission for phase 2 of the Elliott’s Field retail park and the
launch of new promotional branding for the town centre. The
Council received the best ‘Small Business Friendly’ award at the
Federation of Small Business’ annual Local Authority awards.

Difficult decisions were taken during 2016/17 to ensure that the
Council is financially fit for the future, including the introduction
of green waste collection charges. These decisions enabled the
Council to continue presenting a sustainable balanced budget
and will enable highly valued local services to be preserved
whilst delivering the outcomes set out in the corporate strategy.

Whilst service planning is embedded in the Council’s approach
to achieving its corporate strategy, delivery of associated action
plans is not closely monitored and there is scope to directly link
our key performance measures back to the outcomes set out in
the strategy. See Action 3.

The Council continued to implement systems thinking reviews.
These reviews involve challenging existing internal processes and
are focussed on improving the customer experience. An
example of a successful outcome was the housing review which
led to a reduction in the number of customer complaints and an
increase in the number of compliments.

The Council brokered agreements with key community groups in
the five most deprived neighbourhoods in the Borough. This
enabled the provision of core funding towards the running of
community centres and delivery of other community priorities.
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PRINCIPLE E: Developing the entity’s capacity, including the capability of its leadership and the
individuals within it

Arrangements in place

Effectiveness & future developments

Each member of the senior management team
undertakes professional development
appropriate to their role.

The respective roles of the Executive Director and
Leader are clearly defined.

The senior management team meets formally
every two weeks and informally every week and
Cabinet meets on a regular basis.

Section 151 (Chief Finance) and Monitoring
Officers are in post.

The Constitution sets out roles and responsibilities
and the Council’s decision making process. An
approved scheme of delegation is in place.
Contract Standing Orders and associated toolkits
are designed to ensure procurement activity is
cost effective and ethical.

Registers of gifts, hospitality and conflicts of
interest in place.

Protocol in place setting out the relationship
between and roles of members and officers.

Member training and development programme
in place including dedicated training for
planning and licensing committee members.

Thorough induction processes are in place for all
new employees and members.

Job profiles clearly set out the responsibilities of
officers throughout the organisation.

Learning and Development Strategy and
Corporate Learning Group in place.

There is a system of regular team meetings and
one to one meetings between managers and
staff.

Employee health and wellbeing days are
arranged and confidential employee counselling
support is available at all times.

A comprehensive suite of training and
development courses is offered to all employees.

All managers are expected to complete the
“Way We Manage” training programme.

Corporate Management Forum in place.

The Council has a comprehensive suite of HR
policies covering employee capabillity,
disciplinary, recruitment and selection,

disciplinary and grievance, and flexible working.

Due to the challenging financial climate, there was a
restructure of the senior management team in 2016. As a
result, the Council now has four portfolio holders who
form the Cabinet along with the Leader. Following the
restructure the Council now has one Executive Director
and four Heads of Service aligned with the portfolios. The
restructure provided savings of circa £200,000 per year.

The Council has a Corporate Apprenticeship scheme
and there have been 24 apprentices since the scheme
started. The apprentices provide a range of valuable
support to various Council services whilst undergoing a
structured programme of self-development.

Over 100 managers have completed the Council’s “Way
We Manage” corporate training programme. This is a
significant investment in the workforce. The training
includes governance issues such as financial
management, performance management, health and
safety and procurement procedures.

A more consistent format has been developed for one
to one meetings between managers and staff. A
standard formal agenda will be issued which will enable
staff development needs to be identified and addressed
throughout the year rather than at six monthly intervals.

As part of a wider review of the Constitution and given
that there is no longer a Standards Board, in 2017 the
Council will review, update and communicate our
protocol for member/ officer relations. See Action 4.

An employee health and wellbeing day was held in
March 2017 at which staff were offered free mini health
checks including blood pressure and cholesterol, taster
massage and reflexology sessions, financial advice and
access to a wealth of health information.
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PRINCIPLE F: Managing risks and performance through robust internal control and strong public
financial management

Arrangements in place

Effectiveness and future developments

The Council has a risk management strategy
in place which is reviewed and refreshed
annually. Strategic and operational risk
registers are in place. Senior management,
Audit & Ethics Committee, Cabinet,
Strategic Risk Management Group, and the
Health & Safety Members Working Party, all
oversee the risk management
arrangements.

A regular risk assessment of the Council’s
financial reserves and balances s
conducted. Key risks are identified and the
financial impacts are quantified. Reserves
are reviewed annually in the context of the
risk assessments.

Financial information is published on a
regular basis and established and
embedded budget setting and monitoring
procedures are in place.

Cabinet and Committee system in place
including two scrutiny committees and an
Audit & Ethics Committee with independent
Chair and Vice Chairs.

Counter fraud strategy, fraud response plan
and confidential reporting code in place.

The internal audit service provides an
independent and objective annual report
and opinion.

In 2017 work will be completed to align
service planning and KPIs to the new
Corporate Strategy.

A corporate system is used to monitor,
manage and report performance and
conduct verification checks on the quality
of our data. Performance data is reported
quarterly to Cabinet and is reviewed by a
scrutiny committee.

Data sharing protocols are in place
covering, for example, the HEART service,
Trailblazer and the County Counter Fraud
Initiative.

The Council realised a General Fund underspend of £266,140
for the year. A further £5 million was invested in the borough’s
housing stock by replacing windows and doors in over 1,350
properties, replacing 126 gas central heating systems and 123
kitchens. The time taken to fill an empty housing property was
reduced from 39 days to 26. This reduction equated to
increased rental income of circa £50,000.

The annual report of the Corporate Assurance and
Improvement Manager provides a Substantial level of
assurance that the Council has an adequate and effective
control environment in place. An internal audit review of
corporate Health & Safety, however, resulted in only Limited
assurance. A full action plan was agreed with management
and delivery is being monitored by internal audit, senior
management, and the health & safety members’ working
party and by the Audit & Ethics Committee.

An internal audit service improvement plan was delivered
during 2016/17. This included full implementation of Risk
Based Internal Auditing (RBIA) which is recognised as best
practice. The work of internal audit has been aligned more
closely with the aims and risk profile of the organisation and
the service is responsive to emerging issues and risks. Linkages
between the results of internal audits, the associated risks and
actions have been enhanced.

A full review and update of corporate performance
indicators was completed during the year to ensure that
measures are relevant to the needs and objectives of the
organisation.

Cabinet approved a new Anti-Fraud, Bribery and Corruption
Strategy in 2016/17 in addition to a Fraud Response Plan.
Training was provided to managers in April 2017 and in
support of the strategy fraud risks were assessed by internal
audit with actions put in place where necessary.

A review of operational risk registers highlighted a number of
risks which cut across service areas and which need to be
considered at a corporate level. Officers will develop a
corporate risk register in 2017 to ensure these risks are
effectively managed through our Strategic Risk
Management Group. See Action 5.
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PRINCIPLE G: Implementing good practices in transparency, reporting, and audit to deliver effective
accountability

Arrangements in place

Effectiveness and future developments

Arange of information is published including
an annual report of internal audit, the
financial statements, the annual report of
external auditor and this  annual
governance statement, which contains an
action plan demonstrating a commitment
to continuous improvement.

All reports are subject to a robust internal
review process to ensure they are presented
in an understandable style.

The performance information set out in the
financial statements is prepared in
consideration of the presentational
approach adopted by other similar
authorities.

There is an open data section on the
Council’s website.

Implementation of external audit
recommendations is monitored by the
Financial Services Manager and Deputy
Section 151 officer.

Implementation of internal audit
recommendations is monitored by the
Corporate Assurance and Improvement
Manager and reported to senior
management and the Audit & Ethics
Committee.

The Corporate Assurance and Improvement
Manager is provided with direct unfettered
access to the Chair and Vice Chairs of the
Audit & Ethics Committee.

The Council submits itself to external peer
reviews including by the Local Government
Association, and in May 2017 welcomed an
equalities and diversity peer review and
challenge. Action plans arising from these
reviews are monitored by the senior
management team.

An internal audit review of governance
arrangements  for  jointy = managed
organisations and partnerships is scheduled
for 2017.

Invitations to tender are published.

As outlined in the action plan arising from last year’s annual
governance statement, the contracts register was updated
and published. Details of senior officer salaries were also
published.

The Annual Audit Letter for 2015/16 provided assurance over
the Council’s financial control and overall governance
arrangements.

The presentation of the Council’s financial statements was
redesigned for 2016/17 to make them easier to read and for
stakeholders to understand. The design of this annual
governance statement has also been updated to make it
easier to read, and it has been prepared in line with good
practice guidelines published by the Chartered Institute of
Public Finance & Accountability (CIPFA). Furthermore, the
draft financial statements and annual governance statement
are being published one month earlier than previous years;
this provides stakeholders with more timely information and
new publication timetables have been met a year ahead of
schedule.

In May 2017 the Council welcomed an external review which
resulted in it being the first and only district authority to be
reaccredited as “excellent” under the equalities framework
for local government.

An internal audit review of the Council’s governance
arrangements for jointly managed organisations and
partnerships has been scheduled for 2017. In line with
recommended practice the results of this review will be
published. See Action 6.

Whilst the Council’s corporate performance information is
published within Cabinet and scrutiny committee reports and
in the financial statements, in 2017 this information will be
made easier for stakeholders to access because it will be
added to the open data section of the website. See Action 7.

In September 2017 the internal audit service will partake in an
independent external quality assessment. The results will be
reported to senior management and the Audit & Ethics
Committee and the service improvement plan wil be
updated to reflect the results of the review. See Action 8.
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PROGRESS ON DELIVERY OF LAST YEAR’'S ACTION PLAN

Improvement Action

Assessment of Progress

Production of the detailed
Medium Term Financial Plan
(MTFP) for 2017-21

Completed

The MTFP was presented alongside the proposed budget for
2017/18.

Development of Business
Continuity Plans for critical
services

Not completed

This action has been on hold pending a review of the structure of
corporate health and safety and resilience service. Expected
completion September 2017. See Action 9

Completion of self-assessment
against the Equalities Framework
for Local Government

Completed

Following an external review the Council was reaccredited as
“excellent” under the framework.

Review and update of the
Constitution to reflect the

restructure of the Council’s
senior management team

In progress

This has now formed part of a wider review and update of the
Constitution expected to be complete by November 2017. See
Action 10

Introduction of a dedicated
governance forum

In progress

The format of the forum was discussed at the Strategic Risk
Management Group in April 2017 and following consideration by
senior management it will be introduced by December 2017. See
Action 11

Review and update of the Code
of Conduct for Officers

In progress

This is being aligned with the review and update of the
Constitution. See Action 10

Fully implement and embed the
new Anti-Fraud, Bribery and
Corruption Strategy

In progress

Significant progress has been made. Risk exposures have been
assessed, a response plan has been developed and training
provided to managers. Further training will be provided to
members and individual teams. See Action 12

Review, update and publication
of the Confidential Reporting
Code

Completed
Will be published alongside the updated Constitution.

Complete the review, update
and publication of the
Contracts Register

Completed
Updated register published in February 2017.
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are effectively managed through the Strategic
Risk Management Group.

Resources and s151
Officer

10 | Update the published details of | Completed
senior gﬁlcer sglanes on the Updated details published in December 2016.
Council’s website
11 | Fully implement the Internal Completed
Au?|;§erv§i|;n pro(;’?Tent :olan, Progress was regularly reported to the Head of Corporate
Z‘C;,t, N9 R;A ased nterna Resources and Chief Finance Officer, and Audit & Ethics
uditing ( ) Committee during 2016.
12 | Complete the review and Completed
strgamhnmg of the Cqunql S Review completed in March 2017. Further work planned in 2017
suite of performance indicators . .
to align key performance measures with the new corporate
strategy.
7. UPDATED ACTION PLAN
Action Lead officer Target completion
date
1 Update the feedback and complaints Executive Director December 2017
procedure, ensuring that:
¢ Common themes are identified for which
lessons may need to be applied across the
Council; and
e Thereis a common approach to recognising
and celebrating positive feedback from
customers.
2 Implement and embed compliance with the Head of Communities May 2018
new General Data Protection Regulations. and Homes
3 Review and update the service planning Head of Corporate September 2017
process, ensuring that delivery of action plans is Resources and s151
monitored and that there are clear linkages Officer
between key performance measures and the
outcomes envisaged in the corporate strategy.
4 Review, update and communicate the protocol | Executive Director November 2017
for member/ officer relations
5 Develop a corporate risk register; ensuring risks Head of Corporate December 2017
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6 Complete and publish the review of governance | Head of Corporate March 2018
arrangements for jointly managed organisations | Resources and s151
and partnerships. Officer

7 Add corporate performance information to the Head of Corporate December 2017
open data section of the Council website Resources and s151

Officer

8 Report the results of the internal audit external Head of Corporate November 2017
quality assessment to the Audit & Ethics Resources and s151
Committee and update the service Officer
improvement plan to reflect the results of the
assessment.

9 Develop Business Continuity Plans for critical Head of Environment September 2017
services and Public Realm

10 | Review and update of the Constitution, including | Executive Director November 2017
the Code of Conduct for Officers

11 | Introduce a dedicated governance forum, Executive Director December 2017
ensuring that any emerging governance issues
are reviewed and addressed during the year.

12 | Fully implement and embed the new Anti-Fraud, | Head of Corporate March 2018
Bribery and Corruption Strategy, including Resources and s151
provision of further training to members and Officer
individual teams

8. SUMMARY, CONCLUSION AND CERTIFICATION

8.1 Good governance is about running things properly. It is the means by which the Council shows it is
taking decisions for the good of the people in the area, in a fair, equitable and open way. It also
requires standards of behaviour that support good decision making — collective and individual
integrity, openness and honesty. It is the foundation for the delivery of good quality services that meet
all local people’s needs. It is fundamental to showing public money is well spent. Without good
governance that Council will struggle to deliver the outcomes set out in the corporate strategy.

8.2 This statement has been considered by the Audit & Ethics Committee, which was satisfied that it is an
accurate reflection of the governance framework and that the arrangements continue to be
regarded as fit for purpose in accordance with the governance framework. A number of future
developments have been highlighted and these are specifically addressed within the Action Plan.
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8.4
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The Council is satisfied that its overall governance framework provides a substantial level of assurance
of effectiveness, although a number of further development areas have been highlighted. Delivery of
the Action Plan will be monitored during 2017/18.

Our overall assessment is that the Annual Governance Statement is a balanced reflection of the
governance environment and that an adequate framework exists within the Council to ensure an
effective internal control environment is maintained. We are also satisfied that there are appropriate
plans in place to address any significant governance issues and will monitor theirimplementation and
operations.

Adam Norburn - Executive Director

Date:

Councillor M Stokes - Leader of Rugby Borough Council

Date:
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Glossary of Terms

Accruals Basis
The accruals principle is that income is recorded when it is earned rather than when it is received, and
expenses are recorded when goods or services are received rather than when the payment is made.

Appointed Auditors

From 1st April 2015 the appointment of External Auditors to Local Authorities is undertaken by Public Sector
Audit Appointments Limited (PSAA), an independent company limited by guarantee and incorporated by
the Local Government Association in August 2014. This role was previously undertaken by The Audit
Commission. Grant Thornton is the Council’s appointed Auditor.

Balances
The balances of the Council represent the accumulated surplus of income over expenditure on any of the
Funds.

Capital Expenditure
This is expenditure on the acquisition of a fixed asset, or expenditure, which adds to, and not merely maintains,
the value of an existing fixed asset.

Capital Receipts
Income received from the sale of land or other capital assets, a proportion of which may be used to finance
new capital expenditure, subject to the provisions contained within the Local Government Act 2003.

Carrying Amount
The Balance Sheet value recorded of either an asset or a liability.

Chartered Institute of Public Finance and Accountancy (CIPFA)
CIPFA is the leading professional accountancy body for public services.

Collection Fund

The Council as a billing authority has a statutory obligation to maintain a separate Collection Fund. This shows
the transactions of the Council in relation to the collection from taxpayers of Council Tax and Non-Domestic
Rates (NDR) and its distribution to local government bodies and the Government.

Community Assets

These are non-current assets that the Council intends to hold in perpetuity which have no determinable finite
useful life and, in addition, may have restrictions on their disposal. Examples include parks and historical
buildings not used for operational purposes.

Contingent Liabilities or Assets

These are amounts potentially due to or from individuals or organisations which may arise in the future but
which at this time cannot be determined accurately, and for which provision has not been made in the
Council’s Accounts.
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Creditors
Amounts owed by the Council for work done, goods received or services rendered, for which payment has
not been made at the date of the balance sheet.

Current Service Cost

Current Service Cost is the increase in the present value of a defined benefit pension scheme’s liabilities
expected to arise from employee service in the current period, i.e. the ultimate pension benefits “earned” by
employees in the current year’s employment.

Current Value
The current value of an asset reflects the economic environment prevailing for the service or function the
asset is supporting at the reporting date.

Debtors
These are sums of money due to the Council that have not been received at the date of the Balance Sheet

Defined Benefit Scheme

This is a pension or other retirement benefit scheme other than a defined contribution scheme. Usually, the
scheme rules define the benefits independently of the contributions payable and the benefits are not directly
related to the investments of the scheme. The scheme may be funded or unfunded (including notionally
funded).

Department for Communities and Local Government (DCLG)
DCLG is a Central Government department with the overriding responsibility for determining the allocation of
general resources to Local Authorities.

Depreciation
This is the measure of the wearing out, consumption, or other reduction in the useful economic life of property
plant and equipment assets.

Derecognition
Financial assets and liabilities will need to be removed from the Balance Sheet once performance under the
contract is complete or the contract is terminated.

Earmarked Reserves
The Council holds a number of reserves earmarked to be used to meet specific, known or predicted future
expenditure.

External Audit

The independent examination of the activities and accounts of Local Authorities to ensure the Accounts have
been prepared in accordance with legislative requirements and proper practices and to ensure the Council
has made proper arrangements to secure value for money in its use of resources.

Fair Value
Fair Value is the price that would be received to sell and asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.
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Finance Lease
A finance lease is a lease that transfers substantially all of the risks and rewards of ownership of a fixed asset
to the lessee.

Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another. The term ‘financial instrument’ covers both financial assets and financial
liabilities and includes both the most straightforward financial assets and liabilities such as trade receivables
and trade payables and the most complex ones such as derivatives and embedded derivatives.

Financial Regulations

These are the written code of procedures approved by the Council, intended to provide a framework for
proper financial management. Financial regulations usually set out rules on accounting, audit, administrative
and budgeting procedures.

General Fund
This is the main revenue fund of the Council and includes the net cost of all services financed by local
taxpayers and Government grants.

Heritage Asset
A tangible asset with historical, artistic, scientific, technological, geophysical or environmental qualities that is
held and maintained principally for its contribution to knowledge and culture.

Housing Benefit

This is an allowance to persons receiving little or no income to meet, in whole or part, their rent. Benefit is
allowed or paid by Local Authorities but Central Government refunds part of the cost of the benefits and of
the running costs of the services to Local Authorities. Benefits paid to the Council’s own tenants are known as
rent rebate and that paid to private tenants as rent allowance.

Housing Revenue Account (HRA)

Local Authorities are required to maintain a separate account - the Housing Revenue Account - which sets
out the expenditure and income arising from the provision of council housing. Other services are charged to
the General Fund.

Impairment

A reduction in the value of assets below its value brought forward in the Balance Sheet. Examples of factors
which may cause such a reduction in value include general price decreases, a significant decline in a fixed
asset’s market value and evidence of obsolescence or physical damage to the asset.

Infrastructure Assets

Fixed Assets which generally cannot be sold and from which benefit can be obtained only by continued use
of the asset created. Examples of such assets are highways, footpaths, bridges and water and drainage
facilities.

Intangible Assets
These are assets that do not have physical substance but are identifiable and controlled by the Councﬂ
Examples include software, licenses and patent
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International Financial Reporting Standard (IFRS)

Defined Accounting Standards that must be applied by all reporting entities to all financial statements in order
to provide a true and fair view of the entity’s financial position, and a standardised method of comparison
with financial statements of the other entities.

Inventories
Amounts of unused or unconsumed stocks held in expectation of future use. Inventories are comprised of the
following categories:

e Goods or other assets purchased for resale

e Consumable stores

¢ Raw materials and components

e Products and services in intermediate stages of completion

e Finished goods

Investment Properties
Property, which can be land or a building or part of a building or both, that is held solely to earn rentals or for
capital appreciation or both, rather than for operational purposes.

Liabilities
These are amounts due to individuals or organisations which will have to be paid at some time in the future.
Current liabilities are usually payable within one year of the Balance Sheet date.

Materiality
Information is material if omitting it or misstating it could influence the decisions that users make on the basis
of financial information about a specific reporting authority.

Medium Term Financial Strategy (MTFS)

This is a financial planning document that sets out the future years’ financial forecasts for the Council. It
considers local and national policy influences and projects theirimpact on the general fund revenue budget,
capital programme and HRA.

Minimum Revenue Provision (MRP)
MRP is the minimum amount which must be charged to a Council’srevenue account each year and set aside
as provision for credit liabilities, as required by the Local Government and Housing Act 1989.

Non Domestic Rate (NDR) (also known as Business Rates)

NDR is the levy on business property, based on a national rate in the pound applied to the ‘rateable value’
of the property. The Government determines national rate poundage each year which is applicable to all
Local Authorities.

Net Book Value (NBV)
The amount at which non-current assets are included in the balance sheet, i.e. their historical cost or current
value less the cumulative amounts provided for depreciation.

Net Debt
Net debt is the Council’s borrowings less cash and liquid resources.
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Net Realisable Value (NRV)
NRV is the open market value of the asset in its existing use (or open market value in the case of non-
operational assets) less the expenses to be incurred in realising the asset.

Operating Lease

This is a type of lease, usually of computer equipment, office equipment, furniture, etc. where the balance of
risks and rewards of holding the asset remains with the lessor. The asset remains the property of the lessor and
the lease costs are revenue expenditure to the Council.

Prior Period Adjustments
These are material adjustments which are applicable to an earlier period arising from changes in accounting
policies or for the correction of fundamental errors.

Property, Plant and Equipment (PPE)

PPE are tangible assets (i.e. assets that have physical substance) that are held for use in the production or
supply of goods and services, for rental to others, or for administrative purposes, and are expected to be used
during more than one year.

Provisions
Amounts set aside to meet liabilities or losses which it is anticipated will be incurred but where the amount
and/or the timing of such costs are uncertain.

Related Parties

Related parties are Central Government, other Local Authorities, precepting and levying bodies, subsidiary
and associated companies, Elected Members, all senior officers from Director and above and the Pension
Fund. For individuals identified as related parties, the following are also presumed to be related parties:

¢ members of the close family, or the same household; and

e partnerships, companies, trusts or other entities in which the individual, or member of their close family
or the same household, has a controlling interest.

Reporting Standards

The Code of Practice prescribes the accounting treatment and disclosures for all normal transactions of a
local authority. It is based on International Financial Reporting Standards (IFRS), International Standards (IAS)
and International Financial Reporting Interpretations Committee (IFRIC) plus UK Generally Accepted
Accounting Practice (GAAP) and Financial Reporting Standards (FRS).

Reserves
Amounts set aside to help manage future risks, to provide working balances or that are earmarked for specific
future expenditure priorities.

Revaluation Reserve

The Reserve records the accumulated gains on the non-current assets held by the Council arising from
increases in value as a result of inflation or other factors (to the extent that these gains have not been
consumed by subsequent downward movements in value).




Revenue Expenditure Funded from Capital Under Statute (REFCUS)
Expenditure incurred during the year that may be capitalised under statutory provision but that does not result
in the creation of a non-current asset that has been charged as expenditure to the CIES.

Section 106 (Developer) Contributions
Planning obligations are legal contracts made under section 106 of the 1990 Town and Country Planning Act.
They are generally entered into by agreement between councils and landowners.

Treasury Management
This is the process by which the Council controls its cash flow and its borrowing and lending activities.

Treasury Management Strategy (TMS)
A strategy prepared with regard to legislative and CIPFA requirements setting out the framework for treasury
management activity for the Council.

Unsupported (Prudential) Borrowing
This is borrowing for which no financial support is provided by Central Government. The borrowing costs are
to be met from current revenue budgets.

Useful Life
The period over which the Council will derive benefits from the use of a non-current asset.
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Risk Management Strategy

Report of the Head of Corporate Resources and Chief Finance Officer

Recommendation

The Committee recommends that the Risk Management Strategy be approved by

Cabinet.

1. Introduction

1.1  The Council introduced its first Risk Management Strategy in 2003. Since then
progress has been made in implementing both Operational and Strategic Risk
Management across the organisation.

1.2  The strategy is reviewed annually and this was last completed in May 2016. This
latest version of the strategy identifies the additional work planned to ensure that
Risk Management remains embedded within the day to day work of the Council.

1.3 The Risk Management Strategy was drafted by the Risk Management and
Insurance Officer and considered by the Corporate Resources Portfolio Holder,
Executive Director, Head of Corporate Resources and Chief Finance Officer,
Leader of the Council, and the Strategic Risk Management Group.

2. Report Details

2.1  No major amendments or updates have been made to the Strategy in this review.

2.2  Paragraph 5.6 of the Strategy, which explains the link with Emergency Planning and

Business Continuity, has been updated as follows:

e To emphasise the Council’s responsibilities under the Civil Contingencies Act;

e To explain that the Warwickshire Local Resilience Forum Risk Group has
updated the risk assessment for Warwickshire;

e To highlight that a public facing document on preparing for emergencies was
published in January 2017,

e To highlight that the Council’s Major Emergency Plan was updated in December
2016 with a public facing version being available on the extranet; and

e To emphasise that the Council has a business continuity strategy and plan in
place, dated 2015 and 2016 respectively, with service specific business
continuity plans also in place.




2.3 A minor change has been made to reflect a change in the Chairmanship of the
Strategic Risk Management Group during 2016/17.
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SECTION ONE - Rugby Borough Council Risk Management Statement

Risk Management is a business critical aspect for everyone at Rugby Borough Council. It
Is imperative that RBC demonstrate to the public, and all other stakeholders, that full
consideration has been given to all risks when delivering services for the residents and
businesses in the local area.

This Strategy outlines how RBC will manage risk through identification, analysis, treatment

and monitoring of each risk. This Strategy also details the roles and responsibilities for all
employees and members. Everyone has a part to play.

dony AT

Adam Norburn Michael Stokes
Executive Director Leader of the Council
Date Date



SECTION TWO - Introduction
2.1 Background

The Council introduced its first Risk Management Strategy in 2003. Since then steady
progress has been made in implementing Risk Management throughout the organisation.
This latest revision of the Strategy aims to look at the future plans for Risk Management in
RBC and the future work planned to ensure that Risk Management becomes embedded in
the every day work of the Council.

2.2 What is Risk Management?
Risk Management can be defined as:

‘Risk is the threat that an event or action will adversely affect an organisation’s ability to
achieve its objectives and to successfully execute its strategies. Risk Management is the
process by which risks are identified, evaluated and controlled. It is a key element of the
framework of governance together with community focus, structures and processes,
standards of conduct and service delivery arrangements’

Audit Commission 2001
2.3 The Benefits of Risk Management

The benefits of an effective Risk Management programme are numerous, a selection of
the benefits are listed below:

= Increased focus on the action(s) that should be taken to meet objectives
= Improved delivery of services

= Effective management of change

= Delivering better Value For Money

= More efficient use of resources

= Supporting innovation

= Reduced complaints

= Protection of, and improved, reputation

= Getting things right first time

= Continual assessment of business opportunities

The term Risk Management also includes the management of opportunities, as risk should
not be considered just as a negative. The management of opportunities is as important as
the management of risk, and we should always look to see if there is a positive outcome to
any risk.



SECTION THREE — Purpose and Objectives
3.1 Purpose

The purpose of this Strategy is to set out Rugby Borough Council’s approach to Risk
Management, including outlining roles and responsibilities, reporting and communication
methods and a description of the four stages of the Risk Management process.

It is a continuous and developing process, which ultimately aims to create a culture of risk
awareness within the Council whereby staff and Members naturally consider risk issues as
a part of day-to-day activities.

The Strategy is designed to be a reference source rather than to provide detailed answers
to specific questions. It is a foundation for embedding a Risk Management culture across
the organisation but is not intended to be a manual.

3.2  Objectives
The objectives of the Risk Management Strategy are to:

3.2.1 Develop Risk Management and raise its profile across the Council

3.2.2 Integrate Risk Management into the culture of the Council

3.2.3 Embed Risk Management through the ownership and management of risk as part of
all business planning and decision making processes

3.2.4 Manage risks in accordance with best practice

3.2.5 Prevent injury, damage and losses and to reduce the cost of risk

3.2.6 Raise awareness of the need for Risk Management by all those connected with the
Council’s delivery of services

See Appendix 4, Risk Management Action Plan, for further details.
These objectives will be achieved by:

= Establishing clear roles and responsibilities and reporting lines within the Council for
Risk Management

= Reinforcing the importance of effective Risk Management as part of the everyday
work of employees

» Including Risk Management as an agenda item at meetings as appropriate

= Providing relevant training on Risk Management to employees and Members

= Continuing to demonstrate the application of Risk Management principles

= Developing Risk Management toolkits, procedures and guidelines for use across
the Council

= Making all partners, providers and delivery agents aware of the Council’s
expectations on risk, both generally as set out in its Risk Management policy, and
where necessary in particular areas of service delivery

= Maintaining a Risk Management framework that will secure the consideration and
review on a rolling basis of the Strategic and Operational risks confronted by the
Council

= Inclusion of Risk Management in service plans



SECTION FOUR — Risk Management Process
4.1 Process

Risk Management is an ongoing process, which involves continual identification, analysis,
treatment and monitoring of the risks and opportunities faced by the Council.

4.2 Risk Identification

The first step is to identify the ‘significant’ risks that could have an adverse effect or
prevent business objectives from being met. (Section 4.3 describes what is classed as a
significant risk). It is important that those involved with the process clearly understand the
service or organisation’s key business objectives to be able to identify the barriers to their
achievement.

The identification of risk should happen in all business areas.

4.3 Risk Analysis

The information gathered is then analysed by completing a Risk Assessment. The
assessment details the risks to the achievement of a specific business objective, the
opportunities that can be gained from that risk, the consequences of the risk and any

existing internal controls.

The analysis will then consider the likelihood and impact of the risks. An initial score
against likelihood and impact is made (see Appendix 1, Risk Matrices).

In order that risks may be prioritised according to their severity, the Council operates a
traffic light system. Risks are scored within one of the following levels:

Risk rating:

8-16 High Risk (Red) Immediate attention

4-6 Medium Risk Moderate risk, mitigation action required
1-3 Low risk Regular review

Amber and red risks are classed as ‘significant’ risks. All risks are to be kept under review
to ensure that the likelihood of occurrence, or the impact should it happen, does not
increase.

4.4 Risk Treatment/Control

Once a risk has been identified and analysed, a decision must be made as to how the
Council will react. There are four options:

1. Tolerate — Decide to live with the risk and the possibility that it might occur and
its possible consequences.

2. Terminate — Eliminate the risk, usually by deciding to change a course of action
or stop a particular activity.

3. Transfer — Some of the financial risk may be transferred and it may be possible
to transfer liability through contractual arrangements.

4. Treat — Control the risk and take action to reduce the likelihood that an event will

occur or the impact if it does.



The existing controls need to be reviewed before considering further action as these
controls may no longer be relevant.

The potential for controlling the risks identified further will be investigated through an
Action Plan. The implementation of the Action Plan is monitored through RPMS, the
Council’s performance management system.

4.5 Risk Monitoring and Reporting

Effective Risk Management requires an appropriate reporting and review structure to
ensure that risks and opportunities are effectively identified and assessed and that
appropriate control measures are in place.

The process requires regular reviews in order to provide the maximum benefit to the
Council, including the Strategy, and all the processes and activities outlined within it, to
ensure their effectiveness.

A framework of monitoring and reporting has been established to allow regular monitoring
to take place.

This requires:

Cabinet — to receive annual updates on the position of the Council's Risk Management
programme; to review the Strategic Risk Register and any amendments made to it and to
agree the Risk Management Strategy and any changes made. To appraise options
contained within submitted reports.

Audit and Ethics Committee — to consider the effectiveness of the Council’s Risk
Management arrangements. To receive annual reports which provide assurance on the
effective management of the Council’s ‘Top Level’ risks and to agree the Risk
Management Strategy and any changes made.

Senior Management Team — to review the Strategic Risks on a quarterly basis and
respond to any actions for which they are responsible in the interim.

Individual Managers — to regularly monitor Risk Registers and Action Plans at team
meetings — making any adjustments within RPMS or reporting them to the Risk
Management and Insurance Officer; to implement and monitor outstanding actions and
monitor the effectiveness of the actions in controlling the risks; to identify new risks /
opportunities and to annually review the Operational Risk Registers.

Strategic Risk Management Group — to consider and discuss regular updates received
from the Risk Management and Insurance Officer on outstanding risk actions and to
annually review the Risk Management Strategy.

The risk process itself will be reviewed annually to ensure that it is still appropriate and
includes learning from other Authorities. Training and research can be applied.



SECTION FIVE - Links with Existing Processes
5.1 Service Planning

Operational Risk Registers are included within Service Plans. The responsibility for
managing those risks sits with the Service Managers. The Risk Registers within the plans
should be monitored on a quarterly basis during service team meetings.

5.2 Performance Management

The monitoring of the Risk Management action plans is facilitated through the performance
management software RPMS. Risk Responsible Officers will monitor and update risk
assessments and actions plans on a regular basis.

5.3 Project Management

Work is currently underway to improve the robustness of Risk Management within
projects, with project risk registers being used more now than ever before with a register in
place for each specific project.

5.4  Partnerships

The definition adopted by Rugby Borough Council is “that a partnership involves working
with another organisation to deliver common objectives with a formal agreement of roles
(through contract, memorandum of understanding, funding agreement, Service Level
Agreement etc)”.

Managing risk within the significant partnerships is currently being reviewed. The aim is to
ensure that Rugby Borough Council and its significant partners hold joint Risk Registers,
which are effectively managed and monitored.

5.5 Reporting

Each report prepared for Cabinet/Panels requires that the report writer consider the risks
and benefits associated with each option presented within the report.

5.6 Emergency Planning and Business Continuity

It is a requirement under the Civil Contingency’s Act that the Council assess the risk of
emergencies occurring and use this to inform contingency planning; and put in place
emergency plans and business continuity arrangements.

Rugby Borough Council chaired the Warwickshire Local Resilience Forum Risk Group
which updated the Warwickshire Risk Assessment (September 2015) and created the
public facing ‘Preparing for Emergencies in Warwickshire’ publication (January 2017).
The Council has a Major Emergency Plan (December 2016), a public facing version of
which can be found on the extranet.

The Council has a Business Continuity Strategy (2015) and a Council wide Business
Continuity Plan (May 2016) as well as service specific business continuity plans for ‘critical
services'.



5.7 Health and Safety

The Council has demonstrated a commitment to Health and Safety with the development
of policies and guidance specifically addressing the management of risk.

It is essential that the established links to the Risk Management process be maintained
with emphasis on identification, analysis, treatment/control and monitoring of risks. The
commitment and involvement of all employees will be supported at service level by specific
training and guidance.

5.8 Corporate Strategy

The Strategic Risk Register aims to address all elements of risk in delivering the Council’s
corporate objectives. These in turn cascade into the Operational Risk Registers. The
Senior Management Team needs to consider the Risk Management Strategy in line with
the Corporate Strategy.

5.9 Corporate Assurance and Improvement

The Council is implementing Risk Based Internal Auditing (RBIA), which is recognised best
practice. Actions arising from internal audits will be aligned with the corresponding risk,
and will be recorded on the RPMS system. The linkages between the results of internal
audits, relevant risks, and their mitigating actions will therefore be enhanced. The process
will also facilitate more regular and timely updates of the Operational Risk Registers during
the course of the year.



SECTION SIX — Information and Communication
6.1 Information
Risk Management information is available from a number of different sources:

= Intranet web page

= |Individual managers

= Risk Champions (see Appendix 3, Contact Information)

= Corporate Assurance and Improvement Manager (see Appendix 3, Contact
Information)

= Risk Management and Insurance Officer (see Appendix 3, Contact Information)

6.2 Communication

Risk Management at Rugby Borough Council is an evolving process, therefore regular
communication with staff and managers is essential to ensure everyone is kept up to date
and has the opportunity to further their understanding of the Council’s risk programme.

Risk information updates and general awareness are communicated through a number of
different sources:

= Intranet updates

= Team meetings

= Workshops and awareness sessions
= New employee induction day

= Members Briefings
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SECTION SEVEN - Risk Management Fund

The Corporate Assurance Manager is responsible for a small Risk Management fund.
Service areas can ‘bid’ for full or partial funding for Risk Management initiatives that will
benefit the Council as a whole.

11



SECTION EIGHT — Roles and Responsibilities

The following describes the roles and responsibilities that Members and Officers will play
in embedding and owning Risk Management:

8.1 Cabinet and other Elected Members

To oversee the effective management of risk by Council Officers

To annually consider the Strategic Risk Register

To take decisions which are informed by an assessment of associated risks
To approve overall strategic Risk Management proposals

To agree the Risk Management Strategy and any changes to the Strategy

8.2  Senior Management Team

= To ensure that the Council manages risk effectively through the development of a
comprehensive Risk Management Strategy and the analysis and control of strategic
risks

= To take decisions which are informed by an assessment of associated risks

= To provide corporate direction to all Risk Management proposals and to support the
Strategic Risk Management Group

= To review the Strategic Risk Register

= To receive and consider an annual report on the Risk Management Strategy

= To identify any emerging strategic risks and report them to the Strategic Risk
Management Group

= To identify any movements in the likelihood and/or severity of existing Strategic
risks

= To be the service liaison for strategic and operational risks

* To include Risk Management and emerging risks through business planning and
decision making

8.3  Strategic Risk Management Group

= To support the Council and its services in the effective development,
implementation and review of the Risk Management Strategy

= To review the Risk Management Strategy on an annual basis

= To review the Strategic Risk Register and to identify and support any emerging
Strategic risks

= To provide training on and to otherwise facilitate the practice of good Risk
Management for Councillors and Officers

8.4 Risk Champions (see appendix 3, Contact Information)

= To be a member of the Strategic Risk Management Group

= To support the Senior Management Team and Service Managers in the effective
management of risk

To champion Risk Management within their service

To be their service liaison for Strategic and Operational risks

To disseminate Risk Management information

To facilitate and encourage good Risk Management practices

To co-ordinate the Operational Risk Assessment programme for their service

12



8.5

8.6

8.7

Service Managers

To manage their service whilst taking in to account all associated risks

To consider the positive and negative aspects of risk in all decisions taken

To consider and produce/review Operational Risk Registers for their service areas
during their business planning process and to report these assessments to the Risk
Management and Insurance Officer

To consider and record additional or strengthened controls that are needed to
protect their service area and to incorporate these in to their service action and
improvement plans

To report these assessments, actions and improvement plans to the Risk
Management and Insurance Officer

Risk Management and Insurance Officer

To advise and assist the Strategic Risk Management Group in their functions

To facilitate meetings of the Strategic Risk Management Group

To provide day-to-day Risk Management advice to Council Officers and Members
To assist in the development of the Council’'s Risk Management programme in
association with external advisors and Council Officers

To advise and assist the Senior Management Team with the quarterly reviews of
the Strategic Risk Register

To maintain a continuous review of the adequacy of the Risk Management
programme

To advise on progress reports to Cabinet and to Audit and Ethics Committee

To advise on annual reports on the Council’s ‘Top Level risks to Audit and Ethics
Committee

To advise on an annual report on the Strategic Risk Register to Cabinet

To advise on an annual report on the Risk Management Strategy to Cabinet and to
Audit and Ethics Committee

To review systems and procedures for Risk Management and implement improved
working practices wherever possible

To review Strategic and Operational risk registers on a regular basis

To maintain a continuous review of the adequacy of the Risk Management
programme

To identify instances of best practice through networking and discussions with
brokers

All Employees

To manage risk effectively in their job

To report risks to their Service Managers, Risk Champions or the Risk Management
and Insurance Officer

To have an understanding of the risks identified within their service area

To assist in the identification and control of risk

To complete the options appraisal on all Senior Management Team, Panel and
Cabinet reports

13



STRATEGIC RISK MATRIX

APPENDIX 1

LIKELIHOOD
Almost certain = Strong/very strong/inevitable possibility (over 75%) Score 4
Possible = Likely to occur (50% — 75%) Score 3
Unlikely = Slight chance/could occur (10% — 49%) Score 2
Remote = Almost impossible/only occurring in exceptional Score 1
circumstances (Below 10%)
IMPACT
Extreme = Financial loss over £1m, significant service disruption, Score 4
disabling injury/death, adverse national media coverage,
severe stakeholder concern
Major = Financial loss of between £250,000 and £1m, major service | Score 3
disruption, major injury, adverse regional media coverage,
significant stakeholder concern
Moderate = Financial loss of between £50,000 and £250,000, moderate
service disruption, loss time injury, local media coverage, Score 2
more service user complaints, moderate stakeholder
concern
Minor = Financial loss up to £50,000, short term inconvenience,
minor injury, isolated user service complaints, stakeholder Score 1
concerns

Likelihood

Impact
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OPERATIONAL RISK MATRIX

LIKELIHOOD
Almost certain = Strong/very strong/inevitable possibility (over 75%) Score 4
Possible = Likely to occur (50% — 75%) Score 3
Unlikely = Slight chance/could occur (10% — 49%) Score 2
Remote = Almost impossible/only occurring in exceptional Score 1
circumstances (Below 10%)
IMPACT
Extreme = Financial loss over £250,000, total service loss for a Score 4
significant period, fatality/disabling injury, adverse national
media coverage, severe stakeholder concern, mass
complaints
Major = Financial loss of between £75,000 and £250,000, major Score 3
service disruption, major injury, regional media coverage,
significant user complaints, significant stakeholder concern
Moderate = Financial loss of between £10,000 and £75,000, moderate
service disruption, loss time injury, local media coverage, Score 2
more service user complaints, stakeholder concern
Minor = Financial loss up to £10,000, short term inconvenience,
minor injury, isolated user service complaints, minor local Score 1

media coverage, minor stakeholder concerns

Likelihood

Impact
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APPENDIX 2
STRATEGIC RISK MANAGEMENT GROUP

TERMS OF REFERENCE

The role of the Strategic Risk Management Group (SRMG) is crucial to the implementation
of a successful Risk Management programme.

The SRMG is a facilitating group and will enable and empower all aspects of a Risk
Management programme, providing where necessary, links with Insurance, Health and
Safety, Emergency Planning and Business Continuity.

The SRMG will be the focal point for co-ordinating the Strategic and Operational Risk
Registers.

The terms of reference of the SRMG are:

= To support the Council and its services in the effective development,
implementation and review of the Risk Management Strategy

= To identify and monitor key Risk Management indicators and matrices

= To produce an annual report reviewing the Risk Management Strategy to the Senior
Management Team and Cabinet

= To identify and support the identification of any emerging Strategic risks

= To review the Strategic Risk Register on a quarterly basis and respond to any
actions for which they are responsible in the interim

= To share good Risk Management practice within the Authority

= To provide training on, and to otherwise facilitate, the practice of good Risk
Management for Councillors and Service Officers

MEMBERS
The Strategic Risk Management Group comprises of the following staff:

= Senior officer representatives from Growth and Investment, Environment and Public
Realm, Communities and Homes, Corporate Resources

Executive Director

Risk Management and Insurance Officer

Safety and Resilience Manager

The Council’'s Risk Management and Insurance consultant representative

The Council’s Risk Member Champion (usually the Corporate Resources Portfolio
Holder)

The Head of Corporate Resources will act as the Group Chairman. Additional members of
staff will attend the Group as and when their expertise is needed.

Each of the representatives is a Risk Champion for their area and will be responsible for
co-ordinating the Risk Management programme within their own service. This will include:

= To be a member of the Strategic Risk Management Group
= To support Service Managers in the effective management of risk
= To champion Risk Management within their service

16



To be their service liaison officer for Strategic and Operational risks

To disseminate Risk Management information

To facilitate and encourage good Risk Management practices

To co-ordinate the Operational Risk Register reviews for their service are

17



APPENDIX 3
CONTACT INFORMATION

Risk Champions:

Elected Members Clir Carolyn Robbins Ext: 3401
carolyn.robbins@rugby.gov.uk

Communities and Homes Raj Chand Ext: 3870
raj.chand@rugby.gov.uk

Environment and Public Realm Sean Lawson Ext: 3850
sean.lawson@rugby.gov.uk

Growth and Investment Rob Back Ext: 3720
rob.back@rugby.gov.uk

Corporate Resources Mannie Grewal-Ketley Ext: 3430

Group Chairman
mannie.grewalketley@rugby.gov.uk

Health and Safety/Business Continuity Theresa Summers Ext: 3893
theresa.summers@rugby.gov.uk

Corporate Assurance and Improvement Chris Green Ext: 3451
chris.green@rugby.gov.uk

Risk Management and Insurance Verity Knighton Ext: 3418

verity.knighton@rugby.gov.uk
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Risk Management Action Plan 2017/2018

APPENDIX 4

Action Resources Lead Officer(s) | Target date What we want to How customers will
required achieve benefit
1. Conduct a review of | Strategic Risk SRMG March each year | Robust Risk Clarity as to the roles and
the Risk Management | Management Management responsibilities for risk
Strategy Group (SRMG) Strategy management
Clarity as to methods of
communicating the
Strategy
Officers will be equipped
with a current working
document in order to
assess risk scores
2. Publishing Risk Internet and Risk June each year Publishing the Clarity as to the roles and
Management Strategy | Communications | Management Councils Risk responsibilities for risk

on the Intranet

Officer

Risk
Management and
Insurance Officer

and Insurance
Officer

Management
Strategy

management across the
Council
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Action

Resources
required

Lead Officer(s)

Target date

What we want to
achieve

How customers will
benefit

3. Reporting and
reviewing structure
and working practices
to ensure risks and
opportunities are
effectively identified
and assessed to
prevent injury and
reduce costs

Heads of Service

Heads of
Service

Complete annual
review of Strategy
by March each
year

Prevention of injury,
damage and loss by
reducing costs from
acts arising from non
identification of risks

Fewer injuries and
insurance claims

4. To agree a date for
awareness training on
the practice of good
Risk Management for
Councillors

SRMG

Risk
Management and
Insurance Officer

SRMG

March each year

To raise awareness of
the need for Risk
Management through
service delivery

Knowledge of the
tools available and
confidence to use
them to take positive
action in cases

Officers will have an
awareness of Risk
Management
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Agenda No 6

AGENDA MANAGEMENT SHEET

Report Title: Updated Public Sector Internal Audit
Standards and Self-Assessment

Name of Committee: Audit and Ethics Committee

Date: 27th June 2017

Report Director: Head of Corporate Resources and Chief

Financial Officer

Portfolio: Corporate Resources
Ward Relevance: None
Prior Consultation: Head of Corporate Resources and Chief

Financial Officer

Contact Officer: Chris Green - Corporate Assurance and
Improvement Manager

Public or Private: Public

Report subject to Call-In: No

Report En-Bloc: No

Forward Plan: No

Corporate Priorities: Ensuring that the Council works efficiently

and effectively

Statutory / Policy Background: Public Sector Internal Audit Standards
(PSIAS)
Summary: The report describes the changes made to

the PSIAS with effect from April 2017, details
the annual self-assessment against the
PSIAS, and sets out an updated quality
assurance and improvement plan for the
internal audit service.

Financial Implications: There are no financial implications arising
directly from this report



Risk Management Implications:

Environmental Implications:

Legal Implications:

Equality and Diversity:

Options:

Recommendation:

Reasons for Recommendation:

There are no risk management implications
arising directly from this report

There are no environmental implications
arising from this report

There are no legal implications arising from
this report

There are no equalities and diversity
implications arising from this report

Not applicable

1. The amendments to the PSIAS are noted.
2. The proposed safeguarding arrangements
are approved.

3. The annual self-assessment against the
PSIAS is noted.

4. The updated quality assurance and
improvement plan be approved.

To comply with the requirements of the
terms of reference of the Audit and Ethics
Committee, and to discharge the
Committee's responsibilities under the
Constitution.



Agenda No 6

Audit and Ethics Committee — 27 June 2017

Updated Public Sector Internal Audit Standards and Self-Assessment

Report of the Head of Corporate Resources and Chief Finance Officer

Recommendations

1. The amendments to the PSIAS are noted.

2. The proposed safeguarding arrangements are approved.

3. The annual self-assessment against the PSIAS is noted.

4. The updated quality assurance and improvement plan be approved.

1. Introduction and Context

1.1 The PSIAS were updated with effect from April 2017 and this report sets out the key
changes, and outlines the implications and action taken, or to be taken, to ensure
that the internal audit service operates in compliance with the Standards.

1.2 The PSIAS also require an annual self-assessment of compliance with the
Standards be conducted and reported to the Committee.

1.3 The PSIAS also require the Corporate Assurance and Improvement Manager to
maintain a quality assurance and service improvement plan, and for this to be
approved and monitored by the Audit and Ethics Committee.

2. Report Details

2.1 The key changes to the PSIAS, and the implications of the changes, are as follows:

Area/ Standard Details of Change Implications and Assurances
1000Purpose, The internal audit charter The internal audit charter will
Authority and must describe the safeguards | require a review and update to
Responsibility in place to limit impairments reflect this change. Action included
of independence or objectivity | in the updated quality assurance
if internal audit or the Chief and improvement plan. See
Audit Executive (CAE) Appendix B.
undertakes non-audit
activities.
1112 When asked to undertake The role and responsibilities of the
CAE Roles any additional roles/ Corporate Assurance and
Beyond Internal responsibilities outside of Improvement Manager (CAIM)
Auditing internal auditing, the CAE extend beyond internal auditing.
must highlight to the There would be an actual or
Committee any potential or perceived impairment to
perceived impairment to independence and objectivity were
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Area/ Standard Details of Change Implications and Assurances
independence and objectivity | the CAIM to undertake internal
having regard to the audit reviews of areas for which he
principles contained within is operationally responsible for.
the Code of Ethics as well as | Proposals to address this issue are
any relevant requirements set | set out below.
out by other professional
bodies to which the CAE may
belong.

The Committee must approve
and periodically review any
safeguards put in place to
limit impairments to
independence and objectivity.
1322 Where non-conformance with | The CAIM has considered this and

Disclosure of
non-conformance

the Code of Ethics or the
Standards impacts the overall
scope or operation of internal
audit, this must be highlighted
by the CAE to be considered
for inclusion in the Annual
Governance Statement.

concluded that no such statement
is required for 2016/17. No further
action proposed at this time.

2050
Co-ordination and
Reliance

Where the CAE places
reliance on the work of other
assurance and consulting
service providers, a
consistent process for the
basis of reliance should be
established, and the CAE
should consider the
competency, objectivity, and
due professional care of such
providers.

Reliance is currently placed upon
IT audit work carried out by TIAA.
In 2016/17 the company was also
commissioned to undertake four
“non IT” audits. TIAA are a well-
established organisation providing
a range of assurance activities
across the country. The services
are provided under a framework
agreement which is in place until
April 2018. There is an annual
meeting of all parties to the
framework at which the
competency and due professional
care of TIAA is considered. In the
opinion of the CAIM there was no
evidence to indicate that TIAA
were not objective in carrying out
their work during 2016/17. The
CAIM is, however, seeking
evidenced confirmation of TIAA’S
quality assurance arrangements.
See Appendix B.

2450
Overall opinions

The annual report of the CAE
must include a statement on

conformance with the PSIAS
and the results of the quality

assurance and improvement

programme.

A statement is included within the
annual report of the CAIM.




2.2

2.3

2.4

2.5

The CAIM has operational responsibility for the following services in addition to
internal audit:

Risk management,

Insurance,

Corporate change initiatives,
Performance management, and
Counter fraud arrangements

In order to avoid any actual or perceived impairment to independence and
objectivity the following safeguards are proposed:

e The Head of Corporate Resources and Chief Finance Officer will, in consultation
with the senior management team and the Audit and Ethics Committee,
determine when internal audit reviews of the areas in section 2.2 will be carried
out. The CAIM will have no involvement in these decisions.

e Any internal audit reviews of the above areas will be undertaken by an external
organisation to be selected by the Head of Corporate Resources and Chief
Finance Officer in consultation with the Audit and Ethics Committee. The CAIM
will have no involvement in this process.

e The findings arising from any internal audit reviews of the above areas will be
reported directly to the Head of Corporate Resources and Chief Finance Officer,
who will in turn present the results to the Audit and Ethics Committee.

An annual self-assessment against the PSIAS is required. The self-assessment has
been completed by the Corporate Assurance and Improvement Manager and the
results are set out at Appendix A. The previous self-assessment, reported to the
Committee in February 2016, highlighted 24 actions necessary to improve the level
of compliance with the Standards. Progress against delivery of those actions was
reported regularly to the Committee during 2016. Paragraph 2.1 above highlights 2
actions which are necessary to comply with the updated PSIAS. The self-
assessment identified a further 2 actions designed to improve the quality and
effectiveness of the internal audit service; these actions cover:

e Further improvements to the design of audit assignments, and
e Improvements in the evaluation of the resources utilised on each audit
assignment, with enhanced reporting to the Committee.

The updated quality assurance and improvement plan arising from this review is set
out at Appendix B. Actions have been prioritised with target dates set for
implementation. Delivery of the Plan will be the responsibility of the Corporate
Assurance and Improvement Manager, monitored by the Head of Corporate
Resources and Chief Finance Officer, with progress regularly reported to the Audit
and Ethics Committee.



Name of Meeting: Audit and Ethics Committee
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Subject Matter: Updated PSIAS and Self-Assessment
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LIST OF BACKGROUND PAPERS

Document Description of Officer’s File
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Appendix A 27/06/2017 Self-assessment against the

PSIAS

Appendix B 27/06/2017 Updated Quality Assurance and
Improvement Plan




APPENDIX A - SELF ASSESSMENT AGAINST THE PUBLIC SECTOR INTERNAL AUDIT STANDARDS

Standard Reference | Summary of Standard and Yes | Partial | No | Evidence
Requirement
1000 — Purpose, 1000 The Internal Audit Charter must: The Charter covers the required areas with the exception of
Authority & e Define the terms ‘board’ and ‘senior safeguards, which is a new requirement with effect from
Responsibility management’ April 2017. The Charter will therefore be reviewed and
e Cover arrangements for appropriate updated in 2017 to meet the additional requirements of the
resourcing PSIAS. See improvement plan.
e Define the role of internal audit in v
any fraud work
e Describe safeguards to limit
impairments of independence or
objectivity if internal audit or the
Chief Audit Executive undertakes non-
audit activities
1010 Recognition of the Definition of Internal The Internal Audit Charter reflects the mandatory nature of
Auditing, the Code of Ethics and the the relevant standards.
Standards in the Internal Audit Charter.
1100 - 1110 Organisational independence. The Chief The Corporate Assurance Manager reports directly to the
Independence and Audit Executive (CAE) must report Section 151 Officer and the Audit & Ethics Committee, and
Objectivity functionally to the board (Audit has unfettered access to the Executive Director, and Chair of
Committee), and must have effective the Audit & Ethics Committee. Organisational independence
communication with, and have free and is reconfirmed in writing within the written progress update
unfettered access to, the chief executive provided to each meeting of the Audit & Ethics Committee,
and chair of the Audit Committee. The and in the annual report of the Corporate Assurance and
CAE must confirm, at least annually, the Improvement M:?mage.r. Any attempts to unduly influen.ce
organisational independence of the the scope of audit reviews or the contents of reports will be
internal audit activity. reported by the Corpor.ate Assurance and Impr9vement .
Manager to the Executive Director and the Chair of the Audit
& Ethics Committee.
1111 Direct interaction with the board. The The Corporate Assurance and Improvement Manager

CAE must communicate and interact
directly with the board.

reports directly to the Audit & Ethics Committee.




Standard Reference | Summary of Standard and Yes | Partial | No | Evidence
Requirement

1120 Individual objectivity. Internal Auditors All officers responsible for internal audit work are
must have an impartial, unbiased required to complete an annual Register of Interests
attitude and avoid any conflict of declaration form, which is in turn reviewed by the line
interest. manager. In the case of the Corporate Assurance and

Improvement Manager, the annual declaration of
interests is reviewed by the Head of Corporate Resources
and Chief Finance Officer. Auditors are required to report
any interests that might compromise the impartiality of
their professional judgements — or give rise to a
perception that this impartiality has been compromised.
Any conflicts of interest are avoided when allocating
assignments.

1130 Impairment to independence or The Audit & Ethics Committee approves any consultancy
objectivity. Approval must be sought activity included in the Audit Plan. The Head of Corporate
from the board for any significant Resources and Chief Finance Officer has been delegated
additional consulting services not authority to approve any significant additional
already included in the audit plan, prior consultancy activity in between Committee meetings,
to accepting the engagement. with such decisions then being ratified at the following

meeting of the Committee.
1200 — Proficiency | 1210 Proficiency. The CAE must hold a The Corporate Assurance and Improvement Manager is

and Professional
Care

professional qualification (CMIIA, CCAB
or equivalent) and be suitably
experienced.

CCAB qualified and suitably experienced for the role,
having spent the last 9 years in a local government
internal audit environment and having a total of 14 years
of audit experience. The Auditor has completed an
Institute of Internal Audit qualification.




Standard Reference | Summary of Standard and Yes | Partial | No | Evidence
Requirement
1220 Due professional care. Internal Auditors Audit staff exercise due professional care when
must apply the care and skill expected undertaking assignments. All assurance assignments
of a reasonably prudent and competent incorporate a risk based evaluation of both the design
internal auditor. Due care does not and effectiveness of control processes. Where applicable
imply infallibility. Due care includes v assignments include consideration of the risk of fraud,
consideration of the adequacy and failure to effectively manage performance, and failure to
effectiveness of governance, risk demonstrate value for money. Such considerations are
management and control processes, not, however, consistently set out within the documented
and the cost of assurance in relation to Terms of Reference for assighnments. See improvement
the potential benefits. plan.
1230 Continuing Professional Development. The Corporate Assurance Manager must satisfy
Internal auditors must enhance their professional body CPD requirements. A budget is
knowledge, skills and other available for attendance at developmental training
competencies through continuing seminars and conferences during the year. All members
professional development. of the team must have a personal development plan.
1300 - Quality 1310 Requirements of the Quality Assurance A Quality Assurance and Improvement Plan was approved
Assurance and and Improvement Programme. The CAE in February 2016. Progress was monitored throughout the
Improvement must develop and maintain a quality year and regularly reported to the Committee. An
Programme assurance and improvement updated plan is set out at Appendix B.
programme that covers all aspects of
internal audit activity. The programme
must include both internal and external
assessments.
1311 Internal Assessments. Internal Formal performance monitoring measures have been

assessments must include ongoing
monitoring of the performance of the
internal audit activity, and periodic self-
assessments, or assessments by other
persons within the organisation with
sufficient knowledge of internal audit
practices.

approved by the Committee. Results are reported
periodically to Senior Management and the Committee.
The results of the self-assessment are reported to the
Head of Corporate Resources and Chief Finance Officer,
and the Audit & Ethics Committee.




Standard Reference | Summary of Standard and Yes | Partial | No | Evidence
Requirement

1312 External Assessments. Must be An external assessment of the service has been
conducted at least once every five years commissioned and is scheduled to take place during w/c
by a qualified, independent assessor or 18" September 2017.
assessment team from outside the
organisation. The CAE must discuss the
arrangements with the Audit
Committee.

1320 Reporting on the Quality Assurance and Progress on delivery of the programme was regularly
Improvement Programme. The results reported during the last year and is also included in the
of the quality and assurance annual report of the Corporate Assurance and
programme and progress against any Improvement Manager.
improvement plans must be reported in
the annual report.

1321 Use of the statement ‘Conforms with the The opinion of the Corporate Assurance and
International Improvement Manager is that the results of the quality
Standards for the Professional Practice of assurance and improvement programme implemented in
Internal Auditing’ 2016 supports a statement that the service substantially

conforms to the International Standards for the
Professional Practice of Internal Auditing.
1322 Disclosure of non-conformance. The Corporate Assurance and Improvement Manager has

Instances of non-conformance must be
reported to the Audit Committee.

Where non-conformance with the Code
of Ethics or the Standards impacts the
overall scope or operation of internal
audit, this must be highlighted by the
CAE to be considered for inclusion in
the Annual Governance Statement.

considered this and concluded that no such statement is
required for 2016/17. No further action proposed at this
time.




Standard Reference | Summary of Standard and Yes | Partial | No | Evidence
Requirement
2000 — Managing 2010 Planning. The CAE must establish risk The annual audit plan is developed based upon a review
the Internal Audit based plans to determine the priorities of the Council’s risks and objectives, in consultation with
Activity of the internal audit activity, consistent senior management and the Committee. Audit
with the organisation’s goals. assignments themselves are carried out using a Risk
Based Internal Auditing methodology.

2020 Communication and Approval. The CAE The audit plan, including any significant changes during
must communicate the annual internal the financial year are communicated to, and approved by,
audit plan and resource requirements, the Audit & Ethics Committee.
including significant interim changes, to
senior management and the Audit
Committee for review and approval.

The CAE must also communicate the
impact of resource limitations.

2030 Resource Management. The annual risk Internal Audit resources are reviewed annually once
based internal audit plan must explain ongoing service needs have been agreed with
how internal audit’s resource management, to ensure that resources are appropriate,
requirements have been assessed. efficient and effectively employed. Such a review includes
Where the CAE believes that the level of consideration of the mix of knowledge, skills and other
agreed resources will impact adversely competencies required to deliver the range of
on the provision of the annual internal assignments. Details of the review of resources are
audit opinion, the consequences must reported to Senior Management and the Committee.
be brought to the attention of the Audit
Committee.

2040 Policies and Procedures. The CAE must The Audit Charter and Audit Manual have both been fully

establish policies and procedures to
guide the internal audit activity.

reviewed and updated during 2016/17.




Standard

Reference

Summary of Standard and Yes | Partial

Requirement

Evidence

2050

Co-ordination. The CAE should share
information and coordinate activities
with other internal and external
providers of assurance and consulting
services to ensure proper coverage and
minimise duplication of efforts.

Co-ordination of activity takes place with external audit
and where relevant the scope of assignments is adjusted
to reflect work carried out by external audit.
Furthermore, assurances received by external audit are
considered when setting the annual audit plan; full details
are presented to Senior Management and Committee at
the same time that the annual audit plan is presented.
Reliance is currently placed upon IT audit work carried
out by TIAA. In 2016/17 the company was also
commissioned to undertake four “non IT” audits. TIAA are
a well-established organisation providing a range of
assurance activities across the country. The services are
provided under a framework agreement which is in place
until April 2018. There is an annual meeting of all parties
to the framework at which the competency and due
professional care of TIAA is considered. In the opinion of
the CAIM there was no evidence to indicate that TIAA
were not objective in carrying out their work during
2016/17. The CAIM is, however, seeking evidenced
confirmation of TIAA’s quality assurance arrangements.
See improvement plan.

2060

Reporting to Senior Management and
the Board. The CAE must report
periodically to senior management and
the board on the internal audit activity’s
purpose, authority, responsibility and
performance relative to its plan.
Reporting must also include significant
risk exposures and control issues,
including fraud risks, governance issues
and other matters needed or requested

Progress reports are presented regularly to the Audit &
Ethics Committee; details of the assurance ratings are
provided, with a focus on any assignments resulting in a
Limited or No Assurance opinion. The content of internal
audit progress reports was reviewed and updated in
2016, based upon the needs of members and senior
management. Periodic progress reports are also
submitted to the Senior Management Team.




Standard Reference | Summary of Standard and Yes | Partial | No | Evidence
Requirement
by senior management or the Audit
Committee.
2100 — Nature of 2110 Governance. The internal audit activity The Corporate Assurance Manager is actively engaged in
Work must evaluate and contribute to the the development of the Annual Governance Statement.
improvement of governance, risk The annual audit plan includes assignments related to
management and control processes. governance, which are used to evaluate and contribute to
improvement. The linkages between significant control
issues identified during audits and the risk management
system have been improved.

2120 Risk Management. The internal audit Strategic and operational risk registers are referred to
activity must evaluate the effectiveness during the annual audit planning exercise. The internal
and contribute to the improvement of audit plan for 2015/16 included a review of corporate risk
risk management processes. management, the results of which were reported to

senior management and the Audit & Ethics Committee. A
further review of the effectiveness of the Council’s risk
management processes is scheduled for 2017/18; the
results will again be reported to the Audit & Ethics
Committee.

2130 Control. The internal audit activity must Audit reports provide a clear statement of the level of

assist the organisation in maintaining
effective controls by evaluating their
effectiveness and efficiency and by
promoting continuous improvement.

compliance with the controls reviewed during the course
of the assignment. Audits also evaluate the effectiveness
and efficiency of controls.




Standard Reference | Summary of Standard and Yes | Partial | No | Evidence
Requirement
2200 - 2201 Planning Considerations. In planning An audit brief is issued in advance of all assighments
Engagement the engagement, internal auditors must following a full discussion with the relevant officers and
Planning consider the objectives of the area approval is required before assignments commence.
being reviewed, the governance of the Audit briefs include the objectives of the area being
area being reviewed, the significant reviewed. Risks to achievement of objectives are
risks and the means by which the considered.
potential impact of risk is kept to an
acceptable level, and the opportunities
for making significant improvements.

2210 Engagement Objectives. Objectives Assignments are risk based and the risks are documented
must be established for each in the Terms of Reference. Assignment objectives reflect
engagement. A preliminary assessment the risks identified. The preliminary risk scores are not,
of the risks relevant to the activity must however, presently documented on the Terms of
be completed, and the assignment Reference. Where applicable assignments include
objectives must reflect the results of this v consideration of the risk of fraud, failure to effectively
assessment. The probability of manage performance, and failure to demonstrate value
significant error, fraud or non- for money. Such considerations are not, however,
compliance must be considered. It is consistently set out within the documented Terms of
expected that reviews will incorporate Reference for assignments. See improvement plan.
consideration of value for money.

2220 Engagement Scope. The established Assignment scopes are set out in agreed Terms of
scope must be sufficient to satisfy the References (TOR). The TOR also includes statements of
objectives of the engagement. limitations. All assignments are designed following a full

consultation with the relevant officers in advance.

2230 Engagement Resource Allocation. Audit TORs state the number of days allocated to each

Internal auditors must determine
appropriate and sufficient resources to
achieve engagement objectives based v
on an evaluation of the nature and
complexity of each engagement, time
constraints and available resources.

assignment; this is aligned with a consideration of
assignment scope, nature and complexity. There is scope
to improve the evaluation of the resources utilised on
each audit assignment through a formal debrief, and to
provide more detailed reporting to the Committee on the
resources utilised. See improvement plan.




Standard Reference | Summary of Standard and Yes | Partial | No | Evidence
Requirement
2300 — Performing | 2310 Identifying Information. Internal Audit files contain sufficient appropriate information to
the Engagement auditors must identify sufficient, demonstrate the work carried out and the conclusions
reliable, relevant and useful information reached.
to achieve the engagement’s objectives.

2320 Analysis and Evaluation. Internal File reviews conducted by the Corporate Assurance
auditors must base conclusions and Manager confirm the quality of evidence and basis for the
engagement results on appropriate conclusions reached. Clearance discussions are held with
analyses and evaluations. clients to discuss findings and the basis for conclusions, to

provide the opportunity to confirm the accuracy of
findings, and to avoid surprises when draft reports are
issued.

2330 Documenting Information. Internal Retention of evidence to support conclusions and
auditors must document relevant engagement results is saved in dedicated network folders,
information to support the conclusions where access is limited to officers deployed within the
and engagement results. Corporate Assurance and Improvement team.

2340 Engagement Supervision. Engagements Supervision discussions are regularly held to discuss the
must be properly supervised to ensure progress being made with each assignment, issues
objectives are achieved, quality is encountered, workload and immediate priorities. Audit
assured and staff are developed. reports, including all supporting working papers, are

reviewed by the Corporate Assurance and Improvement
Manager prior to issue. Evidence of the review is retained
on the relevant audit file. Any audit work conducted by
the Corporate Assurance and Improvement Manager is
reviewed by another member of the team.

2400 - 2410 Criteria for Communicating. Internal A report is issued following completion of each

Communicating
Results

auditors must communicate the results
of engagements, and communications
must include the engagement’s
objectives and scope as well as the

assignment, which contains details of the area reviewed,
the conclusions, assurance ratings, recommendations and
agreed actions.




Standard Reference | Summary of Standard and Yes | Partial | No | Evidence
Requirement
applicable conclusions,
recommendations and action plans.

2420 Quality of Communications. Reports are reviewed by the Corporate Assurance and
Communications must be accurate, Improvement Manager prior to issue. Reports are
objective, clear, concise, constructive, detailed; they include details of all significant and
complete and timely. relevant information and observations to support the

recommendations and conclusions.

2421 Errors and Omissions. If a final The Corporate Assurance and Improvement Manager is
communication contains a significant not aware of any recent incidents of any significant errors
error or omission, the CAE must or omissions in reports. Any such incidents would be
communicate corrected information to suitably escalated for resolution.
all parties who received the original
communication.

2430 Use of ‘Conducted in Conformance with The opinion of the Corporate Assurance and
the International Standards for the Improvement Manager is that the results of the quality
Professional Practice of Internal Auditing’. assurance and improvement programme implemented in
Internal auditors may report that their 2016 support a statement that the service substantially
engagements are “conducted in conforms with the International Standards for the
conformance with the International Professional Practice of Internal Auditing.

Standards for the Professional Practice of
Internal Auditing”, only if the results of
the quality assurance and improvement
programme support the statement.
2431 Engagement Disclosure of Non- The Annual Report of the CAE includes details of the areas

Conformance. Where non-conformance
is identified, the areas of non-
conformance, the reasons, and the
impacts must be disclosed.

in which full conformance with the standards was not
achieved during 2016/17, a summary of the reasons for
the non-conformance and the steps being taken to ensure
future compliance, and the impact of the non-
conformance on the communicated results of
assignments.

10




Standard

Reference

Summary of Standard and Yes | Partial

Requirement

Evidence

2440

Disseminating Results. The CAE must
communicate the results of
engagements to the appropriate
parties.

The circulation of reports is reviewed and agreed prior to
any reports being issued. Ongoing arrangements for
reporting the results of assignments to members were
agreed by the Audit & Ethics Committee in 2016.

2450

Overall Opinions. The CAE must deliver
an annual internal audit opinion and
report that can be used by the
organisation to inform its governance
statement. The annual opinion must
conclude on the overall adequacy and
effectiveness of the framework of
governance, risk management and
control. The annual report of the CAE
must include a statement on
conformance with the PSIAS and the
results of the quality assurance and
improvement programme.

An annual internal audit opinion is issued which
incorporates these requirements.

2500

Monitoring Progress

A summary of implemented and outstanding internal
audit recommendations is included within progress
reports provided to senior management and the Audit &
Ethics Committee. The Corporate Assurance and
Improvement Manager reviewed the content and level of
detail contained within progress reports in 2016 and
consulted with members, to ensure that the needs of
stakeholders are met.

11




Standard Reference | Summary of Standard and Yes | Partial | No | Evidence
Requirement
2600 Communicating the Acceptance of Risks Where an identified risk is accepted by management this

would be reflected in the audit report. Where the risk is
subsequently accepted because the agreed action is no
longer feasible this would be discussed with senior
management and details and context would be reported
to the Committee.

Issues identified during audits are subject to a risk
assessment and, in line with the Risk Management
Strategy, a score below 3 does not automatically require
action to be taken by management — the response may
be to monitor and review. If the Corporate Assurance and
Improvement Manager had concerns about the level of
risk accepted by management this would be reported to
the Committee.

12




APPENDIX B - INTERNAL AUDIT SERVICE QUALITY ASSURANCE AND IMPROVEMENT PLAN

Priority

Evidence of

Action PSIAS Summary of Issue Proposed Action Target
Number | Ref. Delivery
Number Date
1 1000 The internal audit charter must | Review and update the internal audit 30/11/2017
describe the safeguards in place to | charter to reflect the additional
limit impairments of independence or | requirements of the PSIAS.
objectivity if internal audit or the Chief
Audit Executive (CAE) undertakes | Submit the updated charter for approval
non-audit activities. by the Audit & Ethics Committee.
2 2050 Reliance is currently placed upon IT Obtain confirmation of the TIAA quality | 31/08/2017

audit work carried out by TIAA. In
2016/17 the company was also
commissioned to undertake four “non
IT” audits. TIAA are a well-established
organisation providing a range of
assurance activities across the
country. The services are provided
under a framework agreement which
is in place until April 2018. There is an
annual meeting of all parties to the
framework at which the competency
and due professional care of TIAA is
considered. In the opinion of the
Corporate Assurance and
Improvement Manager (CAIM) there
was no evidence to indicate that TIAA
were not objective in carrying out their
work during 2016/17. The CAIM is,
however, seeking evidenced
confirmation of TIAA's quality
assurance arrangements.

assurance arrangements.

Review the arrangements and conclude
on whether reliance can be placed on
those arrangements.

Delivery

To be evidenced
by Committee
report and minutes.

Review of
documents
submitted by TIAA.




Action PSIAS Summary of Issue Proposed Action Target Priority Evidence of

Number | Ref. Delivery Delivery
Number Date
3 1220 and | Audit staff exercise due professional Update the Terms of Reference 31/08/2017 Updated Terms of
2210 care when undertaking assignments. | template to include: Reference
All assurance assignments e Specific reference to the document.
incorporate a risk based evaluation of consideration of fraud, performance
both the design and effectiveness of management, efficiency and value Feedback from
control processes. Where applicable for money risks — documenting stakeholders on
assignments include consideration of specifically the assurance work that the effectiveness of
the risk of fraud, failure to effectively will be carried out in these areas for the improvements.
manage performance, and failure to each audit assignment.
demonstrate value for money. Such e An assessment of the likelihood and
considerations are not, however, impact of each risk occurring, for
consistently set out within the those risks identified during the
documented Terms of Reference planning for each audit assignment.

(TOR) for assignments.

Assignments are risk based and the
risks are documented in the TOR.
Assignment objectives reflect the risks
identified. The preliminary risk scores
are not, however, presently
documented on the TOR.

4 2230 Audit TORs state the number of days | Complete a formal debrief for each 30/09/2017 | MEDIUM | Completed debrief
allocated to each assignment; this is audit assignment, evaluating the forms.
aligned with a consideration of effectiveness and efficiency of the
assignment scope, nature and resources used. Updated
complexity. There is scope to improve development plans
the evaluation of the resources Expand the internal audit progress where appropriate.
utilised on each audit assignment report to Committee, to include Reporting to and
through a formal debrief, and to information on time spent on feedback from
provide more detailed reporting to the | assignments. Audit & Ethics
Committee on the resources utilised. Committee.
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Officer
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Ensure that the Council works efficiently and
effectively

Public Sector Internal Audit Standards (PSIAS)

The report sets out the Corporate Assurance and
Improvement Manager’s annual opinion of the overall
adequacy and effectiveness of the Council’s internal
control environment, with an appended summary of
the audit work undertaken to formulate the opinion.

There are no financial implications arising directly
from this report

There are no direct risks arising from this report. The
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Reasons for Recommendation:

that supports the Council’'s Annual Governance
Statement and provides assurance over the
adequacy and effectiveness of the Council’s internal
controls to manage its key risks and inform risk
management arrangements.

There are no environmental implications arising from
this report

There are no legal implications arising from this
report. Internal Audit is a statutory function as
detailed in the Audit and Accounts Regulations 2015
(England), and Section 151 of the Local Government
Act 1972.

There are no equalities and diversity implications
arising from this report

Not applicable

The report be considered and noted.

To comply with the requirements of the terms of
reference of the Audit and Ethics Committee, and to
discharge the Committee’s responsibilities under the
Constitution.
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Recommendation

The report be considered and noted.
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2.1

2.2

2.3

Introduction

The Accounts and Audit Regulations and the Public Sector Internal Audit Standards
(the Standards) require the Corporate Assurance and Improvement Manager
(CAIM) to provide an annual Internal Audit opinion and report that can be used by
the organisation to inform its Annual Governance Statement. The Standards also
specify that the report must contain:

¢ an internal audit opinion on the overall adequacy and effectiveness of the
Council’'s governance, risk and control framework (i.e. the control environment);

e a summary of the audit work from which the opinion is derived and any work by
other assurance providers upon which reliance is placed; and

e a statement on the extent of conformance with the Standards including progress
against the improvement plan resulting from any external assessments.

Report Details

Opinion on the Overall Adequacy and Effectiveness of the Council’s Control
Environment

It is the responsibility of the CAIM to provide the annual Internal Audit opinion and to
detail the basis for this opinion. Based upon the work undertaken by Internal Audit
during 2016/17, the CAIM’s overall opinion is that Substantial Assurance can be
given that there is generally a sound system of internal control, designed to meet
the organisation’s objectives and that controls are generally operating effectively in
practice. Whilst some elements of the control environment require attention, agreed
actions have been put in place to address those issues and responsible managers
have agreed reasonable timetables for their implementation. The progress made by
management in implementing the agreed actions has been strong.

All except two out of 14 internal audit assignments completed in 2016/17 resulted in
an opinion of Substantial Assurance.

Appendix A to this report provides a copy of the Internal Audit Annual Report which
includes the CAIM’s opinion on the control framework for 2016/17 and the basis for
this opinion.



2.4

2.5

2.6

2.7

Effectiveness of Internal Audit

The Annual Report also includes an overview of the performance of the Internal
Audit service against its key performance measures and ways in which it has added
value to the Council during 2016/17. The annual audit plan for 2016/17 has been
fully delivered.

Compliance with the Public Sector Internal Audit Standards

The CAIM has undertaken a self-assessment on conformance to the Public Sector
Internal Audit Standards. The self-assessment was completed on June 3" 2017.
The results have been reported separately to this Committee and the Quality
Assurance and Improvement Plan has been updated as a result. Significant
progress has been made during the last year. The previous self-assessment
highlighted 24 areas of partial or non-compliance with the Standards and the
updated self-assessment highlights four areas of partial compliance, two of which
are as a result of changes to the Standards introduced in April 2017. The CAIM is
therefore of the opinion that the Internal Audit service is now operating in general
conformance to the Standards. An external quality assessment of the Internal Audit
service is scheduled to take place in September 2017; following this the Quality
Assurance and Improvement Plan will again be updated.

Statement of Organisational Independence and Objectivity

If independence or objectivity is impaired in fact or appearance, the CAIM is
required to disclose this. In the opinion of the CAIM the independence and
objectivity of the Internal Audit service is currently demonstrated in a number of
ways:

e The CAIM reports directly to the Section 151 Officer and the Audit and Ethics
Committee, and has unfettered access to the Executive Director, and Chair of
the Audit and Ethics Committee.

e Any attempts to unduly influence the scope of audit reviews or the contents of
reports will be reported by the CAIM to the Executive Director and the Chair of
the Audit and Ethics Committee.

e All officers responsible for internal audit work are required to complete an annual
Register of Interests declaration form, which is in turn reviewed by their line
manager. In the case of the CAIM, the annual declaration of interests is
reviewed by the Head of Corporate Resources and Chief Finance Officer.
Auditors are required to report any interests that might compromise the
impartiality of their professional judgements — or give rise to a perception that
this impatrtiality has been compromised. Any conflicts of interest are avoided
when allocating assignments.

e The Audit and Ethics Committee approves any consultancy activity included in
the Audit Plan.

As reported separately to the Committee, the role and responsibilities of the CAIM
extend beyond internal auditing. There would be an actual or perceived impairment
to independence and objectivity were the CAIM to undertake internal audit reviews
of areas for which he is operationally responsible for. Specific safeguards have
been established in order to avoid any actual or perceived impairment to
independence and objectivity; these safeguards have been reported to and
considered separately by the Committee.
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1.2

2.1

2.2

Annual Report of Internal Audit 2016/17

BACKGROUND

The Public Sector Internal Audit Standards (the Standards) require the Corporate
Assurance Manager to provide an annual Internal Audit opinion and report that can
be used by the organisation to inform its governance statement.

The Standards specify that the annual report must contain:

e An Internal Audit opinion on the overall adequacy and effectiveness of the
Council’s governance, risk and control framework (i.e. the control environment);

e A summary of the audit work from which the opinion is derived and any work by
other assurance providers upon which reliance is placed; and

e A statement of the extent of conformance with the Standards including progress
against the improvement plan arising from any external assessments.

INTERNAL AUDIT OPINION 2016/17

Based upon the work undertaken by Internal Audit during the year, the Corporate
Assurance and Improvement Manager’s overall opinion on the Council’s system of
internal control is that:

Substantial Assurance can be given that there is generally a sound system of internal
control, designed to meet the organisation’s objectives and that controls are
generally operating effectively in practice.

Of the 14 graded assignments undertaken for 2016/17, 12 resulted in an opinion of
Substantial Assurance with 2 assig :eiving only Limited Assurance.

The progress made by management in implementing the actions arising from audits
has been strong. 88% of agreed actions arising from audits were implemented on
time. In relation to the 6 agreed actions which were overdue at the time of reporting,
appropriate management action is in progress in all cases.

No systems of controls can provide absolute assurance against material misstatement
or loss, nor can Internal Audit give that assurance.

The basis for this opinion is derived from an assessment of the range of individual
opinions arising from assignments within the agreed internal audit plan that have
been undertaken throughout the year. This assessment has taken account of the
relative materiality of these areas and management’s progress in respect of
addressing any control weaknesses. The internal audit of Corporate Health & Safety
resulted in only Limited Assurance and highlighted a number of areas for
improvement. In forming the annual opinion the Corporate Assurance and
Improvement Manager considered management’s response to this audit and the

2




3.1

progress being made to address the issues identified, and concluded that the
management response and progress was satisfactory. A summary of Audit opinions is
shown in Table 1 below:

Table 1 — Summary of Audit Opinions 2016/17

Assurance Area High Substantial Limited No
Financial 0 2 0 0
IT 0 4 0 0
Counter Fraud 0 1 0 0
Governance 0 3 0 0
Strategic & Operational 0 2 2 0
Risks
Total 0 12 2 0
Summary 0% 86% 14% 0%

REVIEW OF AUDIT COVERAGE

The Auditor’s Opinion for each assignment is based on the fieldwork carried out to
evaluate the design of the controls upon which management rely and to establish
the extent to which controls are being complied with. The table below explains what

the opinions mean:

Table 2 — Assurance Categories

Assurance
Level

Design of Control Framework

Operation of Controls

There is a robust framework of
controls making it likely that
corporate/ service objectives will be
delivered.

Controls are operated
continuously and
consistently, with only

infrequent minor lapses.

with  an increased risk that
corporate/ service objectives will not
be achieved.

SUBSTANTIAL | The control framework includes | Controls are applied,
generally sound key controls that | although some lapses and/
promote the delivery of corporate/ | or inconsistencies were
service objectives. identified.

LIMITED There is an absence of key controls, | There have been significant

and extensive breakdowns
in the operation of key
controls.

There is an absence of basic controls
resulting in inability to deliver
corporate/ service objectives.

The fundamental controls
are not being operated or
complied with.

3




3.2

3.3

3.4

3.5

The Auditor’s Opinion of the level of risk exposure is based on an assessment of the
level of the likelihood of corporate/ service objectives not being achieved, and an
assessment of the impact of any failure to achieve objectives. The assessments are
conducted in line with the Council’s Strategic and Operational Risk Matrix. In order
that risks may be prioritised according to their severity, the Council operates a traffic
light system. Risks are scored within one of the following levels:

Risk Rating Risk Score Prioritisation of Action
8-16 Immediate Attention
4-6 Moderate Risk, Mitigation Action Required
1-3 Regular Review

Audit reports issued for 2016/17, other than those relating to consultancy support,
resulted in the provision of one of the above audit opinions on the level of assurance
and the level of risk exposure.

Summary of Audit Work

Table 3 details the assurance levels resulting from all audits undertaken in 2016/17 and
the assessment of the levels of risk exposure:

Table 3 — Details of Audit Opinions Issued in 2016/17

Audit Area Assurance Risk Exposure
Opinion Opinion
Financial System Key Controls Substantial Medium
Fees and Charges Substantial Medium
Infrastructure Resilience Substantial Medium
Systems Administration Substantial Medium
ICT Helpdesk Substantial
Payment Card Industry Data Security Standards Substantial Medium
Fraud Risk Review Substantial Medium
Procurement and Contract Management Substantial Medium
Business Continuity and Emergency Planning Substantial Medium
Annual Governance Statement Substantial Not Applicable
Discretionary & Consultant Expenditure Substantial Medium
Corporate Health and Safety Limited
Business Improvement District Limited
Stocks and Stationery Substantial

Outlined at pages 9 to 19 is a short summary of the findings of each of the audits
completed. It should be noted that many of these findings have previously been
reported as part of the defined cycle of progress update reports provided to the
Audit & Ethics Committee.



3.6 Implementation of Internal Audit Recommendations

Internal Audit follows up on progress against all recommendations arising from
completed assignments to ensure they have been appropriately implemented in a
timely manner. Updates are provided to the Audit & Ethics Committee during the

course of the year.

Details of the combined

implementation

rate for audit

recommendations made during 2015/16 and 2016/17 are provided in Table 4 below:

Table 4 — Implementation of Audit Recommendations

Audit No. of | Implemented | Implemented | Not yet | Overdue | Rejected
Recs on Time Late due

Stocks and Stores — 1 1 0 0 0 0

Visitors Centre

Enterprise Risk 3 3 0 0 0 0

Management

Benefits 7 7 0 0 0 0

Payroll & Elections 4 4 0 0 0 0

Income 1 1 0 0 0 0

Management

Stocks & Stationery 3 3 0 0 0 0

ICT Service Desk 4 0 0 4 0 0

Corporate Health & 15 9 0 1 5* 0

Safety

Benn Hall 8 6 0 2 0 0

Investigation

Procurement and 8 0 0 8 0 0

Contract

Management

ICT Systems 7 6 0 0 1* 0

Administration

Financial System Key 11 0 0 11 0 0

Controls

Fees and Charges 8 2 0 6 0 0

Infrastructure 5 0 0 5 0 0

Resilience

Payment Card 7 1 0 6 0 0

Industry Data

Security Standards

Business Continuity & 8 0 0 8 0 0

Emergency Planning

Due for Completion 49 43 (88%) 0 - 6 (12%)* 0

Totals 100 43 (43%) 0 51(51%) 6 (6%) 0

*Of the overdue recommendations, 5 relate to the Health & Safety audit and the delays are
due to a senior management review of the resources required in the team. The outstanding
actions primarily relate to resourcing, agency worker induction, provision of refresher training,
and compliance checking of risk assessments. The overdue action on the IT Systems




Administration audit relates to documenting the external server monitoring procedures.
Management requested a change to the implementation date because there is a review to
determine who will provide the service going forward. Progress on these actions is being
actively monitored.

4. HOW HAS INTERNAL AUDIT ADDED VALUE?

4.1 It is important that Internal Audit demonstrates its value to the organisation. The
service provides assurance to management and members via its programme of work
and also offers support, advice and insight to assist the Council in new areas of work
or to proactively review and improve the control framework.

4.2 Beyond delivery of the core assurance assignments, the service added value in a
number of additional areas during 2016/17, as set out in Table 5:

Table 5 — Internal Audit Contribution

Area of Activity

Benefit to the Council

Support towards the Council’s Counter fraud

activity in the following areas:

e Support towards implementation of new
Anti-Fraud, Bribery and Corruption
Strategy;

e Support towards implementation of new
Fraud Response and Action Plans;

e Support to the review and update of the
Confidential Reporting Code;

e Completion of 4 corporate investigations;

e Review and assessment of fraud risks
across the Council; and

e Provision of awareness training at the
Corporate Management Forum.

Greater strategic and procedural
clarity, leading to a more consistent
and coherent organisational
approach to tackling the risks of
fraud, bribery and corruption.
Greater awareness amongst staff
and atargeted action plan to
address any significant gaps in
controls, which should in turn
reduce the Council’s level of risk
exposure.

Provision of annual training to members of the
Audit & Ethics Committee.

The Audit & Ethics Committee is
more effective in its role as an
assurance provider.

Change management consultancy support in

the following areas:

e Electronic mileage claim processing;

e Document retention periods;

¢ Gifts and hospitality procedures;

e Systems administration — paperless
working;

e Agency staff commissioning
arrangements; and

e System for introduction of charging for the
green waste service.

Reviewing the design of significant
changes in controls prior to their
implementation reduces the risk of
poorly designed controls being
implemented. The most valuable
time for an audit service to provide
insight is before anything goes
wrong.




5.1

Area of Activity

Benefit to the Council

Equalities and Diversity consultative review.

Confirmed that Equality Impact
Assessments were completed to a
generally good standard.
Supported the Council towards
being reaccredited as ‘Excellent’
under the framework for equalities.

Integrated Housing Repairs consultative

review.

Provided insight, independent

challenge and advice in the

following areas:

¢ Performance management;

¢ Operational issues associated
with utilisation of the integrated
repairs system;

e Design of key controls.

Housing Repairs stock control consultative

review.

Provided insight, independent
challenge and advice on the
design of appropriate stock
controls.

HOW WELL IS INTERNAL AUDIT PERFORMING?

Internal Audit maintains a number of agreed performance measures to enable
ongoing monitoring by Senior Management and the Audit & Ethics Committee.
Outturns against these indicators for the year ended 31st March 2017 are set out in

Table 6 below:

Table 6 — Internal Audit Performance Indicators

Theme Title of Performance Indicator Performance
Delivery Delivery of the Internal Audit Plan - 85%
Percentage of assignments
delivered to at least draft report
stage by 31 March 2017
Adding Value Customer Satisfaction — Average 2.78
Rating
3 =Good
2 = Satisfactory
1 =Poor
Timeliness Timeliness of Reporting — Percentage | 89%
of draft reports issued within 10
working days of assignment fieldwork | Average time 7.1 days
completion
Effectiveness Implementation of Agreed Actions 88%

by Officers — Percentage either fully
or partially implemented on time




6.1

6.2

6.3

PROFESSIONAL STANDARDS

The Public Sector Internal Audit Standards (the Standards) were adopted by the
Chartered Institute of Public Finance and Accountancy (CIPFA) from April 2013. The
standards are intended to promote further improvement in the professionalism,
quality, consistency and effectiveness of Internal Audit across the public sector.

The objectives of the Standards are to:

o Define the nature of internal auditing within the public sector;

e Establish a framework for providing internal audit services, which add value to the
organisation, leading to improved organisational processes and operations; and

e Establish the basis for evaluation of internal audit performance and to drive
improvement planning.

The Corporate Assurance and Improvement Manager has undertaken a self-
assessment on conformance to the Public Sector Internal Audit Standards. The self-
assessment was completed on June 3d 2017. The results have been reported
separately to this Committee and the Quality Assurance and Improvement Plan has
been updated as a result. Significant progress has been made during the last year.
The previous self-assessment highlighted 24 areas of partial or non-compliance with
the Standards and the updated self-assessment highlights 4 areas of partial
compliance, 2 of which are as a result of changes to the Standards introduced in
April 2017. The Corporate Assurance and Improvement Manager is of the opinion that
the areas of partial compliance have not significantly impacted the quality of the
internal audit service and that delivery of the improvement plan in 2016/17 has
enhanced the value of the service. The Internal Audit service is now, in the opinion of
the Corporate Assurance and Improvement Manager, operating in general
conformance to the Standards. An external quality assessment of the Internal Audit
service is scheduled to take place in September 2017; following this the Quality
Assurance and Improvement Plan will again be updated.



RUGBY

7. SUMMARY OF AUDIT FINDINGS

Audit Area Assurance | Risk Exposure | Summary of Key Findings
Opinion Opinion
Financial System Key Controls Substantial Medium For 2016/17 onwards, it was agreed that the annual financial

controls review would be based upon an assessment of the
most significant areas of risk — for example, changes to existing
systems or areas which have not been subject to recent
review. it was agreed that the following areas would be
reviewed for 2016/17:

e Sundry Debtors — On the basis that this area had not

recently been reviewed by internal audit and the Council
changed systems two years ago.

e NDR - On the basis that there were significant changes to
business rate calculations from April 1st, 2017 and because
there were concerns that exemptions may be granted to
charities without sufficient evidence being obtained that
their income is used wholly or mainly for charitable
purposes.

e Cash handling, banking and security — due to recent issues
arising at the Benn Hall.

The audit confimed that appropriately designed and

operated controls were generally in place covering the areas

reviewed. The key issues identified were as follows:

e There are no formal controls in place to provide assurance
that all sundry debtor invoice requests are actually

processed.




RUGBY

Audit Area

Assurance
Opinion

Risk Exposure
Opinion

Summary of Key Findings

Financial System Key Controls (continued)

The onus is currently on customers who are in financial
difficulty to contact the Council and a more proactive
approach might lead to more effective recovery of
overdue debts.

Testing confirmed that, whilst the automated aspects of
the sundry debt recovery procedures were operating as
expected, in 6 out of 15 cases examined the Council was
not doing all it could to recover overdue debts.

Owing to the number of officers and casual staff granted
access to the RAGM safe, and the lack of a security
camera, there is an increased risk of theft.

Fees and Charges

Substantial

Medium

The annual fees and charges review process was found to be
appropriately designed, although the following issues were
identified:

The formal review did not include all departments which
currently charge for services, nor did it include all
departments which do not currently charge for their
services.

The review is not currently aligned with the initiation of the
annual budget setting process.

The annual review meetings were well received by service
managers. The finance officers also found it to be a useful
exercise to undertake, and all asked reasonably challenging
and pertinent questions. As a result of the discussions held,
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Audit Area Assurance | Risk Exposure | Summary of Key Findings
Opinion Opinion
Fees and Charges (continued) managers have agreed to conduct further research in five
areas which, in turn, may lead to amendments in the level of
fees and charges.
Infrastructure Resilience Substantial Medium As part of the continuing improvement of the IT Disaster

Recovery planning processes and to complement the
Council’s move from Exchange to an Office 365 environment,
a project has been initiated to make the technical
infrastructure fit for business continuity purposes and to
minimise the time taken to recover systems should a “trigger
event” occur. The Council’s current backup solution is
traditional disk to offsite replication; the new infrastructure will
include a hot backup to virtual servers being located at the
Crematorium and critical services replication to servers “in the
Cloud”.

This was an interim report covering aspects of the
infrastructure  design  configuration. Once the new
configuration is complete a second review will be undertaken
to consider the strength of the stress testing and its success or
otherwise. The review identified the following issues:

e The Council’s chosen implementation partner for the
project will be managing the cloud solution and the
outbound firewall. Once the new firewall is operational,
any changes to the outbound rules will be undertaken
within the partner’s change control process. he
arrangements for this are not yet defined; and T

e The vulnerability / security patching of the hosted firewall
device is not covered within the current partner SLA.

11
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Audit Area

Assurance
Opinion

Risk Exposure
Opinion

Summary of Key Findings

Systems Administration

Substantial

Medium

ICT Helpdesk

Substantial

Payment Card Industry Data Security Standards

Substantial

Medium

The review confirmed that:

e The password policy meets with general good practice;

e There is a regular review of HR records to ensure that user
access to systems is removed where necessary; and

e There are appropriate system change request procedures
in place.

The review also highlighted that, whilst regular review of HR
records takes place, this did not include agency staff or
contractors who may have been granted access to systems.
Testing identified approximately 50 active accounts which did
not match with HR records. A full review of such accounts has
been undertaken by the IT department.

The service desk is relatively new and requires reasonable
bedding in period to gauge its full effectiveness. Users can
raise a request 24/7 through the user portal and self-help FAQs
are being developed for staff to use. Positive assurance can
also be drawn from the early stages of the satisfaction survey
which accompanies each closed call: the summary of returns
indicates user satisfaction with the service desk performancejg
in the upper quartile. Reporting is satisfactory to deliver an
element of transparency on service delivery with a good level
of detail available. However, the collation of performance
information is still in its early stages and is yet to be published.

This audit evaluated how the PCI DSS compliance is managed
within three key Council departments which handle card
payments (Town Hall Customer Services, RAGM and Benn
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Audit Area

Assurance
Opinion

Risk Exposure
Opinion

Summary of Key Findings

Payment Card Industry Data Security Standards
(continued)

Hall).

The Corporate ICT Manager is in the process of undertaking a
wider PCl compliance review to ensure that an appropriate
self-assessment questionnaire is completed for each point of
sale processing card payments.

The review highlighted that Customer Services has developed
a “procedure for taking and reconciing payments”
document to ensure staff follow the correct procedure when
taking payments through the Capita income management
system. It would benefit the overall control process for the
Customer Services guidance to be expanded and adopted
as a centralised PCl payment card process for use at any
Council service taking card payments.

Officers receive training in payments processing including
card payments and where applicable, ‘card holder not
present’ payments. It would benefit the PCI control process for
an element of consistent centralised training to be introduced
which covers the Council’s payment card processing
requirements.

Fraud Risk Review

Substantial

Medium

A detailed review was completed, in support of the new
strategy, to identify and evaluate the Council’s exposure to
the risks of fraud, bribery and corruption. The results of this
exercise were encouraging: the Council’s controls were
assessed as generally appropriate to the risks identified. A
relatively small number of further actions were identified and
the findings and actions were reported to the Strategic Risk
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Audit Area Assurance | Risk Exposure | Summary of Key Findings
Opinion Opinion
Fraud Risk Review (continued) Management Group in January 2017. Implementation of the
actions is being monitored by the Corporate Assurance and
Improvement Team.
Procurement and Contract Management Substantial Medium The design of procurement and contract management

controls were found to be generally appropriate and
reflective of good practice. For example:

Toolkits are provided to assist officers in the application of
the procurement process.

Procurement Standing Orders were updated in April 2015
and are available to all staff through the intranet. Testing
confirmed general compliance with the Standing Orders.
All procurement staff are fully qualified or undergoing
formal training.

New contracts with suppliers are being monitored by an
officer at Rugby. These are held within a contract
management system which is securely maintained.

The register of gifts and hospitality was found to be up to
date.

The Council is actively monitoring and increasing its level
of contracted spend. At the time of the audit the level of
contracted spend was 70%.

However, testing identified a number of exceptions in the
operation of controls. The key issues identified were:

Purchase Orders are not consistently used, which reduces
control over the Council’s expenditure commitments.

Managers are not consistently retaining quotation
documentation as required, which reduces the Council’s
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Audit Area

Assurance
Opinion

Risk Exposure
Opinion

Summary of Key Findings

Procurement and Contract Management
(continued)

abilty to demonstrate that value for money has been
obtained.

e Two suppliers were identified with an annual spend above
£150k, but for whom no contract was in place.
Management monitoring had already highlighted this
issue and appropriate action was in progress.

Business Continuity and Emergency Planning

Substantial

Medium

For emergency planning there is a robust framework of
controls in place to ensure the risk of emergencies is well
understood and documented within the Warwickshire Local
Resilience Forum’s (WLRF) Community Risk Register.
Communications with other local responders is good with the
WLRF strategic, tactical and operational delivery groups.
Mechanisms are in place to advise and warn the public, in
relation to emergencies, what they can do and what the
support agencies will do in the event of various emergency
situations. Emergency plans are up to date and appropriate.

Regarding Business Continuity, there is a framework of controls
in place but there are a few issues which need to be
addressed regarding the testing and formats of the critical
service business continuity plans. The resources directed
toward business continuity do not appear sufficient to ensure
a robust control structure is in place and that an efficient
response to an incident would occur.

Annual Governance Statement

Substantial

Not Applicable

The overall governance framework provides a substantial level
of assurance of effectiveness, although a number of further
development areas have been highlighted. Delivery of the
Action Plan will be monitored during 2017/18.

15




RUGBY

Audit Area

Assurance
Opinion

Risk Exposure
Opinion

Summary of Key Findings

Discretionary & Consultant Expenditure

Substantial

Medium

Corporate Health and Safety

Limited

No examples of inappropriate expenditure were identified
during the review. Officers were generally able to provide a
clear link between expenditure incurred and the Council’s
corporate priorities. Based upon the sample reviewed, the
audit confirmed that due to the nature of the consultancy
work required, the use of existing in house expertise was
generally not an option.

The review did highlight a lack of compliance with
requirements to raise Purchase Orders (50% of 50 expenditure
transactions reviewed). This issue had already been
highlighted in the Procurement and Contract Management
audit. Officers in general confirmed that quotes had been
obtained in advance of commitments being made, although
the Procurement and Contract Management audit recently
highlighted that officers do not consistently retain such
quotations. This restricts the Council’s ability to consistently
demonstrate that expenditure represents value for money.

The audit highlighted a number of areas of good practice,
most notably:
e The Council has a documented health and safety policy in

place and, with the exception of fire, has a
comprehensive set of supporting policies. Health & Safety
Co-ordinators and advisors are knowledgeable and well
trained.

e A mandatory half day health & safety induction course is
provided to all new staff, and the Council’s “The Way We
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Audit Area

Assurance
Opinion

Corporate Health & Safety (continued)

Risk Exposure
Opinion

17

Summary of Key Findings

Manage” course includes a health & safety briefing
session for managers.

Sample testing confirmed that accidents are promptly
reported to the Health and Safety Executive (HSE) when
required.

The Council operates a number of dedicated forums at
which health and safety related matters are considered
and acted upon.

The audit also highlighted a number of opportunities for
improvement, in particular:

The Council did not currently have a fire policy (with the
exception of the WSU) and fire evacuation procedures
have not yet been documented for the Crematorium and
Albert Street.

The Asbestos Management Plan was out of date; an
annual update had not been completed since June 2013.
An Asbestos Protocol Audit was completed in September
2015; however the agreed action plan had only been
partially implemented. Annual asbestos re-inspection
surveys of corporate sites were overdue by approximately
6 months.

The responsibility for completing health and safety risk
assessments is allocated to managers. The Council does
not, however, have appropriate arrangements in place to
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Audit Area Assurance
Opinion

Corporate Health & Safety (continued)

Business Improvement District Limited

Risk Exposure
Opinion

Medium

Summary of Key Findings

ensure that the assessments are completed when they
should be, are reviewed by a competent person, and
monitored to provide assurance that mitigating actions
have been implemented prior to event or work being
carried out.

e Sample testing highlighted that electrical fixed wire testing
was overdue in 4 out of 6 properties by up to 18 months.
Furthermore, gas safety inspection documentation was
not on file for 3 out of 4 corporate locations reviewed.

A number of other issues were highlighted which, collectively
indicate that there is scope to improve the Council’s
operating culture so that health and safety considerations are
routinely built in to all areas of activity.

The full audit report and associated action plan was
considered by the Audit & Ethics Committee in April 2017.

The audit was able to positively substantiate expenditure
incurred by Rugby First, utilising funds provided by the Council,
in a number of areas including:

Food and Drink Festival

Rugby Festival of Culture

Christmas Lights Switch On Event

Bike Fest

The audit, however, highlighted a number of issues:
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Audit Area Assurance | Risk Exposure | Summary of Key Findings

Opinion Opinion

Business Improvement District (continued) e There is very limited formal reporting to Cabinet on the
performance and outcomes achieved, as envisaged in
the agreements between the Council and Rugby First.
Periodic reporting would enhance transparency and
provide evidence of accountability.

e The current (draft) agreements between the Council and
Rugby First do not cover all of the services which the
Council pays for. Examples include operation of the
Woodside CCTV, cleaning of the “big belly” bins and
funding of town centre events.

e Ownership of the Christmas lights is not confirmed in
writing.

e Although the audit provided some positive assurances,
there is little formal ongoing validation carried out by the
Council to provide assurance that funds provided to
Rugby First have been used for the purposes intended.

Assurance was sought that the procurement processes are
being correctly followed for stationery purchases, that best
value is obtained when purchasing stationery supplies and
that the issue of stationery is appropriately controlled. Control
design and operation was found to be generally satisfactory
in proportion to the annual expenditure of £28k across the
entire Council. Three low priority actions were agreed by
management, all of which had already been implemented
by the time the audit was completed.

Stocks and Stationery Substantial
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Limitations and Responsibilities

Limitations inherent to the Internal Auditor’s work

Internal Audit is undertaking a programme of work agreed by the council’s senior managers
and approved by the Audit & Ethics Committee subject to the limitations outlined below.

Opinion

Each audit assignment undertaken addresses the control objectives agreed with the
relevant responsible managers. There might be weaknesses in the system of internal control
that Internal Audit are not aware of because they did not form part of the programme of
work, were excluded from the scope of individual internal audit assignments, or were not
brought to the attention of Internal Audit. As a consequence, the Audit & Ethics Committee
should be aware that the Audit Opinion for each assignment might have differed if the
scope of individual assignments was extended or other relevant matters were brought to
Internal Audit’s attention.

Internal Control

Internal control systems identified during audit assignments, no matter how well designed
and operated, are affected by inherent limitations. These include the possibility of poor
judgement in decision making, human error, control processes lbeing deliberately
circumvented by employees and others management overriding controls, and
unforeseeable circumstances.

Future Periods

The assessment of each audit area is relevant to the time that the audit was completed in. In
other words, it is a snapshot of the control environment at that time. This evaluation of
effectiveness may not be relevant to future periods due to the risk that:

e The design of controls may become inadequate because of changes in operating
environment, law, regulatory requirements or other factors; or
¢ The degree of compliance with policies and procedures may deteriorate.

Responsibilities of Management and Internal Auditors

It is management’s responsibility to develop and maintain sound systems of risk
management, internal control and governance, and for the prevention or detection of
iregularities and fraud. Internal audit work should not be seen as a substitute for
management’s responsibilities for the design and operation of these systems.

Internal Audit endeavours to plan its work so that there is a reasonable expectation that
significant control weaknesses will be detected. If weaknesses are detected, additional work
is undertaken to identify any consequent fraud or irregularities. However, Internal Audit
procedures alone, even when carried out with due professional care, do not guarantee that
fraud will be detected, and its work should not be relied upon to disclose all fraud or other
irregularities that might exist.
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Annual Governance Statement 2016/17
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Head of Corporate Resources and Chief
Financial Officer, Executive Director, Senior
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Public
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Ensure that the Council works efficiently and
effectively

The Accounts and Audit Regulations 2015
require the Council to publish an Annual
Governance Statement (AGS)

The report describes how the Annual
Governance Statement (AGS) for 2016/17
was produced. The AGS itself forms an
appendix to the report.

There are no financial implications arising
directly from this report.



Risk Management Implications: There are no risk management implications
arising directly from this report.

Environmental Implications: There are no environmental implications
arising from this report.

Legal Implications: There are no legal implications arising from
this report.
Equality and Diversity: There are no equalities and diversity

implications arising from this report.
Options: Not applicable

Recommendation:
The Committee recommends to Council that
the AGS be approved.

Reasons for Recommendation: To comply with the requirements of the
terms of reference of the Audit and Ethics
Committee, and to discharge the
Committee’s responsibilities under the
Constitution.



Agenda No 8
Audit and Ethics Committee — 27 June 2017
Annual Governance Statement 2016/17

Report of the Head of Corporate Resources and Chief Finance Officer

Recommendation

The Committee recommends to Council that the AGS be approved.

1. Introduction

1.1  The purpose of this report is to set out an Annual Governance Statement (AGS) for
2016/17, describing the governance arrangements that were in place during the
financial year.

1.2 The AGS is formally approved by Council and signed by the Executive Director and
Leader of the Council, who take personal responsibility for the control framework
described and for the delivery of the identified improvements to the framework.

1.3 The AGS for 2016/17 was drafted by the Corporate Assurance and Improvement
Manager and considered by the Executive Director and Head of Corporate
Resources.

1.4 A copy of the AGS for 2016/17 is appended.
2. Report Details

2.1  Corporate governance is defined as the systems and processes, and cultures and
values, by which local government bodies are directed and controlled and through
which they account to, engage with and where appropriate lead their communities.

2.2 There is a strong correlation between effective governance and effective service
delivery and achievement of corporate objectives. To deliver the Council’s vision
and support the drive for continuous improvement strong governance arrangements
need to be in place.

2.3 A new framework for delivering good governance in Local Government was
published in 2016, and this year's AGS has been prepared in accordance with the
new framework. The key changes required under the new framework are:

e To move the focus of the AGS beyond stating what the Council’'s governance
arrangements are, by considering how effective those arrangements are and
focussing on the outcomes achieved,;

e To introduce two new governance principles which were not present under the
previous framework; these new principles being “Determining the interventions
necessary to optimise the achievement of the intended outcomes”, and
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“implementing good practices in transparency, reporting, and audit to deliver
effective accountability”;

e To require the inclusion of an action plan within the AGS (the Council
implemented this last year); and

e To require the inclusion of an assessment of progress against the previous
year’s action plan within the AGS

Best practice guidance received by the Council highlighted that the AGS should
also be a shorter document. Previous AGS documents published by some
authorities have been as much as 50 pages long. Given the changes to the
framework for good governance, the opportunity was taken to fully review and
update the presentation of the AGS. The result is a more concise document.

A number of evidence sources were utilised for the purpose of drafting the AGS,
including:

) Consultation with, and assurances provided by, key officers. Meetings were
held with each Head of Service, the Executive Director, the Democratic
Services Manager and the Legal Services Manager. Governance
arrangements were reviewed with each officer and examples of effectiveness
and outcomes were also discussed at the meetings.

. Work undertaken during the year by Internal Audit and other inspection
bodies.

. Key corporate documents including the Corporate Strategy, Committee
reports, the Annual Audit Letter, the Constitution, the draft financial statements
for 2016/17, the Annual Report of the Corporate Assurance and Improvement
Manager, the Learning and Development Strategy, and the officer and
member training programmes.

The Council is satisfied that its overall governance framework provides a substantial
level of assurance of effectiveness, although a number of further development
areas have been highlighted. Delivery of the Action Plan will be monitored during
2017/18. The full AGS is set out at Appendix A.



Name of Meeting: Audit and Ethics Committee

Date of Meeting: 27 June 2017
Subject Matter: Annual Governance Statement 2016/17
Originating Department: Corporate Assurance and Improvement

LIST OF BACKGROUND PAPERS

Document Description of Officer’s
No. Date Document Reference

File
Reference

Appendix A 27/06/2017 Annual Governance Statement




Appendix A

ANNUAL GOVERNANCE STATEMENT

2016-17

PROUD OF OUR PAST, FIT FOR THE FUTURE

1



11

12

2.1

3.1

R JGI Y
CLTTLIT

Annual Governance Statement 2016/17

SCOPE OF RESPONSIBILITY

Rugby Borough Council is responsible for ensuring that it conducts its business in
accordance with the law and proper standards. Public money must be used
economically, efficiently and effectively, safeguarded and properly accounted for.
The Council must have in place proper governance arrangements and carry out its
functions effectively, including suitable risk management arrangements.

The Council must conduct a review, at least once a year, of the effectiveness of its
system of internal control and report the findings in an annual governance statement.
The statement must be prepared in accordance with proper practices and be
reported to a Committee of Councillors. This document comprises the Council’s
annual governance statement for 2016/17.

WHO IS RESPONSIBLE FOR ENSURING GOOD GOVERNANCE?

The Council’s governance arrangements are overseen by the Audit & Ethics
Committee. The Executive Director has overall responsibility for ensuring that effective
controls and processes are implemented across the Council and these are regularly
reviewed and updated. Regular reports are submitted to the Audit & Ethics
Committee highlighting any identified enhancements. The Head of Corporate
Resources and Chief Finance Officer (s151 Officer) is responsible for ensuring that
effective financial controls are in place, for the maintenance of an effective internal
audit function and for reviewing the overall effectiveness of the governance
framework. The overview and co-ordination of this process is undertaken by the
Corporate Assurance and Improvement Manager.

WHAT THIS STATEMENT TELLS YOU

This Statement provides a summarised account of how the Council’s management
arrangements are set up to meet the principles of good governance set out in the
Constitution and how assurance is obtained that these are both effective and
appropriate. It is written to provide the reader with a clear, simple assessment of how
the governance framework has operated over the past financial year, how effective
that framework has been in enabling the Council to achieve its intended outcomes,
and to identify any improvements made and any weaknesses or gaps in
arrangements that need to be addressed. Its main aim is to provide the reader with
confidence that the Council is managed effectively and efficiently; that services are
delivered in accordance with current legislation, the corporate strategy and in a way
that optimises value for money.
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4.2
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THE PRINCIPLES OF GOOD GOVERNANCE

The principles of good governance are set out in the new CIPFA Framework for
Delivering Good Governance in Local Government 2016. The new framework is
different in a number of ways, in particular the postioning of the attainment of
sustainable economic, societal, and environmental outcomes as a key focus of
governance processes and structures. This statement explains how the Council has
complied with the new framework and also meets the requirements of the Accounts
and Audit Regulations 2015 (England).

Good governance is dynamic, and the Council is committed to improving its
governance on a continuing basis through a process of evaluation and review. The
diagram below, taken from the International Framework for Good Governance in the
Public Sector, illustrates the various principles of good governance in the public
sector and how they relate to each other.

D. Determining the
intervenfions necessary to
optimize the
achievement of the
intanded oulcomes

E. Developing the enfity’s
capacity, including the
capability of its
leadership and the
individuails within it

Principles A and B permeate implementation of principles C to G
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5.2

5.3

THE GOVERNANCE FRAMEWORK

The governance framework comprises the policies, plans, systems, processes, culture
and values (the system of ‘internal control’) that the Council has in place to ensure its
intended outcomes for stakeholders and the community are defined and delivered.
To deliver good governance objectives must be achieved whilst also acting in the
public interest. The framework enables the Council to monitor the achievement of its
strategic objectives and to consider whether those objectives have led to the
delivery of appropriate, cost effective services.

The governance arrangements are designed to ensure that an appropriate and
proportionate approach is taken to managing risk whilst ensuring that objectives are
achieved. The governance framework has been in place for the year to the date of
approval of this annual governance statement. The arangements are not designed
to eliminate all risks but rather provide a reasonable degree of assurance of
effectiveness.

The governance framework and an assessment of its effectiveness are set out on the
following seven pages.
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PRINCIPLE A: Behaving with integrity, demonstrating strong commitment to ethical
values, and respecting the rule of law

Arrangements in place

Effectiveness and future developments

Member and officer codes of
conduct

Confidential Reporting Code
Counter Fraud, Bribery and
Corruption Strategy

Fraud Response Plan

Contract Standing Orders
Declaration of interests procedure
Register of interests

Register of gifts and hospitality
Customer feedback and complaints
procedure
Equalities &
statement
Information security policies and a
Chief Information Officer in post
Newly updated corporate values
which all employees are expected
to act in accordance with
Recruitment/ selection procedures
aligned with corporate values

A new standard template has been
developed for 1 to 1 meetings
between managers and staff,
ensuring that corporate values are
embedded and adhered to

An internal audit review has been
scheduled in 2017/18 to provide
assurance that corporate values are
embedded across the organisation
The Council participates in the
National Fraud Initiative and the
County wide Counter Fraud Initiative
Delivery of fraud and corruption
awareness training

Any planning applications submitted
by staff are reviewed in public
Agenda management sheets of
Council reports include a
requirement to highlight the legal
implications of decisions

Records of regulatory training
required and undertaken are
retained on the Council’s HR system
The Council has a Health & Safety
members working party

Diversity policy

A revised Counter Fraud Strategy and Fraud
Response Plan were implemented during 2016/17
which has led to a more consistent approach to
investigation of irregularities across the Council
and improved awareness amongst staff.
Furthermore, dedicated time has been set aside
within the internal audit work plan to ensure that
resources are available to thoroughly investigate
any allegations and to enable proactive risk based
testing to be conducted during the year.

New corporate values were developed in full
consultation with almost 200 employees involved in
their development. There is a high commitment to
embedding the values across the organisation. A
behaviours document will be issued to all officers
and compliance will be mandatory. Rolling
licensing committee training has been provided to
members leading to a clearer evaluation of
prosecution cases. Regulatory training has been
provided to planning committee members leading
to a greater awareness and understanding when
making decisions, leading to a reduction in
appeals.

The feedback and complaints procedure is robust,
however at present there is formal analysis of
feedback undertaken to identify common themes
or issues for which lessons may need to be learnt
across the organisation. Furthermore, positive
feedback is not always celebrated and
recognised in a consistent manner. See Action 1.

The Council’s information security procedures are
comprehensive but the new General Data
Protection Regulations take effect in May 2018 and
steps need to be taken to implement and embed
the regulations across the Council. See Action 2.

The Council’s voluntary and community grants
working party has issued approximately £250,000 in
funds to benefit our citizens and communities.
Applications are subject to a consistent evaluation
process. Outcomes are clearly defined in Service
Level Agreements and delivery is monitored.
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PRINCIPLE B: Ensuring openness and comprehensive stakeholder engagement

Arrangements in place

Effectiveness and future developments

The Council publishes a range of
information  including meeting
agendas and reports, financial and
procurement data, invitations to
tender, senior officer salaries, the

contracts register, annual
governance statement and
financial statements, corporate

performance information, planning
applications and decisions and
section 106 agreements.

The strategic risk regqister s
scrutinised by the Audit & Ethics
Committee with open reporting to
Cabinet.

The Council consults widely and
comprehensively with stakeholders
on its proposals. Wider
engagement takes place via the
West Midlands Combined Authority
and the Local Enterprise
Partnership.

There is a Scrutiny Committee work
programme in place, with
members of the public invited to
recommend topics and attend
annual work planning meetings.

A Forward Plan is in place setting
out what consultation will be
undertaken in advance  of
decisions being made, and with
whom.

The Council has received an
Equality & Diversity “excellent”
accreditation and Equality Impact
Assessments are completed for
Council decisions.

Communications strategy in place

Customer feedback and
complaints procedure

Active engagement with
employees takes place in a
number of ways including through
a bi-annual survey, regular
employee briefings, core briefs,

and the corporate management
forum and through the Joint Union
Consultation Forum.

On May 24t 2017 the Council was reaccredited as
“excellent” under the equalities framework for local
government, the first and only district Council to
have achieved the reaccreditation.

The Council uses a range of approaches to engage
with communities including through associations,
forums, leafletting, parish councils, drop in events,
Facebook, our website, surveys, and face to face.
There is a contract with language line to support any
face to face communication issues and the Council
accesses the Warwickshire County Councill
interpretation and translation service to translate
written documents. The Council is a partner of
Warwickshire Observatory, which provides
information and inteligence about Warwickshire
and its people. The information provided was used
to inform the Council’s vision for Rugby Town Centre
and to inform the development of the Corporate
Strategy for 2017-20. The information is also used by
staff when completing Equality Impact Assessments,
which helps to ensure that decisions are taken after
due consideration of the impacts across the
community.

There is an annual ‘Our Rugby, Our Future’ event
which enables voluntary and community sector and
statutory partners to contribute their views on
progress on the Regeneration Strategy priorities and
amend them as appropriate. This informs the work
which is undertaken with community partners.

Consultation is also undertaken with staff and trade
unions in developing employment policies. During
2016/17 there was consultation on proposed
changes to staff terms and conditions; staff were
kept informed of progress and amendments were
made to the proposals as a result.

Cross party working parties are operated as an
additional measure which ensures engagement with
all members on key Council decisions.

As part of the strategy of ensuring the Council is fit
for the future, residents were used to help shape
changes to the way the housing warden service is
delivered. This resulted in improved service resilience
and consistency of service quality whilst delivering
greater efficiency and value for money.
Furthermore, the residents’ panel and housing
association champions provide greater community
involvement and shaping of decisions which
concern them.
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PRINCIPLE C: Defining outcomes in terms of sustainable economic, social, and
environmental benefits

Arrangements in place

Effectiveness and future developments

A new Corporate Strategy
was approved which was
subject to a public
consultation exercise

The Medium Term Financial
Strategy is aligned with the
Corporate Strategy

Cabinet and Committee
reports set out the impact of
changes on stakeholders
Strategic and operational risk
register are in place, and a
register of corporate risks wiill
be developed in 2017.

A “clean” Value for Money
opinion was received from the
external auditors in 2016.

As part of plans to ensure the
Council is fit for the future,
decisions are being taken for
the long term including
implementation of green
waste charges, digitalisation
of services and internal
processes, a forward plan for
the Rugby Art Gallery and
Museum, and through the
commercialisation agenda.
The Council consults widely on
its proposals considering the
economic, social and
environmental impacts of
plans, policies and decisions.
There is a clear vision for
Rugby Town Centre including
an action plan and marketing
plan.

It was a successful year for the borough’s parks and open
spaces; Rugby gained a gold award in both the regional
Heart of England in Bloom and the National Britain in
Bloom campaigns. Both Caldecott Park and Centenary
Park received Green Flag awards, with the latter being
recognised as the most improved park in the country by
the Fields in Trust. Funding was secured from the
Woodland Trust to plant over 28,000 trees and the
Council supported over 8,000 hours of volunteer activity
on its green spaces.

As an indicator of its success the Play Team resources
have been significantly increased in order to
accommodate demand. The service helps local schools
to deliver their healthy schools agenda by running
breakfast clubs where healthy eating and physical
activity are encouraged. Park sessions are run with
families to encourage them to use the green spaces in
the local area and young people are stakeholders in the
design of play facilities. The service also runs youth clubs
for children.

In the Benn Ward area local residents were educated to
take responsibility for their own waste; residents are now
taking the lead in ensuring the area is kept clean. In
March 2017 the Council launched a new campaign to
crackdown on fly tippling and in 2016 more than 1,400 fly
tipping incidents were dealt with.

The Council delivered a number of improvements to
enhance the public realm of the Town Centre including
replacement and refurbishment of timber benches,
improvements to car park lighting, and replacement of
town centre car park pay and display machines.

Through the Council’s on-going crime and disorder
initiatives serious violent crime was reduced by 7.5%,
domestic burglary was reduced by 9% and every Council
supported victim of anti-social behaviour saw a reduction
in their vulnerability.

In January 2017 work commenced to improve a flood-
prone stretch of the Great Central Way footpath and
cycle way between the Clifton Road bridge and
Hillmorton’s Pytchley Road.

The Rugby Multilink project was also launched, offering
free advice and support to the Polish speaking
community. The project links established Polish speaking
residents with new residents in need of help and support.
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PRINCIPLE D: Determining the interventions necessary to optimise the achievement of
intended outcomes

Arrangements in place

Effectiveness and future developments

We  manage
through
management
indicators; this
intervention to be
where itis needed.
The service planning process is
designed to ensure that we
target the actions necessary to
deliver our Corporate Strategy.
The corporate performance
management system (RPMS) is
used to monitor the delivery of
action plans.

Following a restructure of the
senior management team in
2016 there are now four distinct
service areas and a dedicated
member portfolio holder for
each service.

Committee and Cabinet reports
set out the risks and options
associated with decisions.

A “clean” Value for Money
opinion was received from the
external auditors in 2016 and
the Contract Standing Orders
and financial instructions are
designed to ensure best value.
Quarterly finance and
performance reports are
submitted to and reviewed by
Cabinet.

performance
local and
performance
enables
targeted

An annual budget report is
submitted and there is an
established budget setting
process.

The Medium Term Financial
Strategy is regularly reviewed
and updated.

The Council consults widely on
its proposals considering the
economic, social and
environmental impacts of plans,
policies and decisions.

There is a Forward Plan of key

Together with the Newbold-on-Avon Community
Partnership the Council transformed a former allotment
site on Parkfield Road into a flagship green space with
a sensory garden, wildlife zones, a butterfly bank, picnic
area and nature trail.

The Council led a partnership bid from the Warwickshire
Together Homelessness Early Intervention Project to
secure a £855,000 grant from the Department for
Communities and Local Government’s Homelessness
Prevention Trailblazers fund.

As part of the corporate strategy the Council continued
to facilitate investment and growth in Rugby. This is
evidenced by the commencement of a new
community development at the site of the old Rugby
Radio Station, the granting of planning permission for
phase 2 of the Elliott’s Field retail park and the launch of
new promotional branding for the town centre. The
Council received the best ‘Small Business Friendly’
award at the Federation of Small Business’ annual Local
Authority awards.

Difficult decisions were taken during 2016/17 to ensure
that the Council is financially fit for the future, including
the introduction of green waste collection charges.
These decisions enabled the Council to continue
presenting a sustainable balanced budget and will
enable highly valued local services to be preserved
whilst delivering the outcomes set out in the corporate
strategy.

Whilst service planning is embedded in the Council’s
approach to achieving its corporate strategy, delivery
of associated action plans is not closely monitored and
there is scope to directly link our key performance
measures back to the outcomes set out in the strategy.
See Action 3.

The Council continued to implement systems thinking
reviews. These reviews involve challenging existing
internal processes and are focussed on improving the
customer experience. An example of a successful
outcome was the housing review which led to a
reduction in the number of customer complaints and
an increase in the number of compliments.

decisions and a scrutiny

committee arrangement in | The Council brokered agreements with key community

place. groups in the five most deprived neighbourhoods in the
e A customer feedback and | Borough. This enabled the provision of core funding

complaints procedure is in | towards the running of community centres and delivery

place. of other community priorities.
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PRINCIPLE E: Developing the entity’s capacity, including the capability of its

leadership and the individuals within it

Arrangements in place

Effectiveness & future developments

Each member of the senior management
team undertakes professional development
appropriate to their role.

The respective roles of the Executive Director
and Leader are clearly defined.

The senior management team meets
formally every two weeks and informally
every week and Cabinet meets on a regular
basis.

Section 151 (Chief Finance) and Monitoring
Officers are in post.

The Constitution sets out roles and
responsibilities and the Council’s decision
making process. An approved scheme of
delegation is in place. Contract Standing
Orders and associated toolkits are designed
to ensure procurement activity is cost
effective and ethical.

Registers of gifts, hospitality and conflicts of
interest in place.

Protocol in place setting out the relationship
between and roles of members and officers.
Member  training and development
programme in place including dedicated
training for planning and licensing
committee members.

Thorough induction processes are in place
for all new employees and members.

Job profiles clearly set out the responsibilities
of officers throughout the organisation.
Learning and Development Strategy and
Corporate Learning Group in place.

There is a system of regular team meetings
and one to one meetings between
managers and staff.

Employee health and wellbeing days are
arranged and confidential employee
counselling support is available at all times.

A comprehensive suite of training and
development courses is offered to all
employees.

All managers are expected to complete the
“Way We Manage” training programme.
Corporate Management Forum in place.

The Council has a comprehensive suite of HR
policies covering employee capability,
disciplinary, recruitment and selection,
disciplinary and grievance, and flexible
working.

Due to the challenging financial climate,
there was a restructure of the senior
management team in 2016. As a result the
Council now has four portfolio holders who
form the Cabinet along with the Leader.
Following the restructure the Council now
has one Executive Director and four Heads
of Service aligned with the portfolios. The
restructure provided savings of circa
£200,000 per year.

The Council has a Corporate
Apprenticeship scheme and there have
been 24 apprentices since the scheme
started. The apprentices provide a range
of valuable support to various Council
services whilst undergoing a structured
programme of self-development.

Over 100 managers have completed the
Council’s “Way We Mamnage” corporate
training programme. This is a significant
investment in the workforce. The training
includes governance issues such as
financial management, performance
management, health and safety and
procurement procedures.

A more consistent format has been
developed for one to one meetings
between managers and staff. A standard
formal agenda will be issued which will
enable staff development needs to be
identified and addressed throughout the
year rather than at six monthly intervals.

As part of a wider review of the
Constitution and given that there is no
longer a Standards Board, in 2017 the
Council  wiill review, update and
communicate our protocol for member/
officer relations. See Action 4.

An employee health and wellbeing day
was held in March 2017 at which staff were
offered free mini health checks including
blood pressure and cholesterol, taster
massage and reflexology  sessions,
financial advice and access to a wealth of
health information.
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PRINCIPLE F: Managing risks and performance through robust internal control and
strong public financial management

Arrangements in place

Effectiveness and future developments

The Council has a risk
management strategy in place
which is reviewed and refreshed
annually. Strategic and operational
risk registers are in place. Senior
management, Audit & Ethics
Committee, Cabinet, Strategic Risk
Management Group, and the
Health & Safety Members Working
Party, all oversee the risk
management arrangements.

A regular risk assessment of the
Council’s financial reserves and
balances is conducted. Key risks
are identified and the financial
impacts are quantified. Reserves
are reviewed annualy in the
context of the risk assessments.
Financial information is published
on a regular basis and established
and embedded budget setting
and monitoring procedures are in
place.

Cabinet and Committee system in
place including two scrutiny
committees and an Audit & Ethics
Committee  with  independent
Chair and Vice Chairs.

Counter fraud strategy, fraud
response plan and confidential
reporting code in place.

The internal audit service provides
an independent and objective
annual report and opinion.

In 2017 work will be completed to
align service planning and KPIs to
the new Corporate Strategy.

A corporate system is used to
monitor, manage and report
performance and conduct

verification checks on the quality of
our data. Performance data is
reported quarterly to Cabinet and
is reviewed by a scrutiny
committee.

Data sharing protocols are in place
covering, for example, the HEART
service, Trailblazer and the County
Counter Fraud Initiative.

The Council realised a General Fund underspend of
£266,140 for the year. A further £5 milion was
invested in the borough’s housing stock by replacing
windows and doors in over 1,350 properties,
replacing 126 gas central heating systems and 123
kitchens. The time taken to fill an empty housing
property was reduced from 39 days to 26. This
reduction equated to increased rental income of
circa £50,000.

The annual report of the Corporate Assurance and
Improvement Manager provides a Substantial level
of assurance that the Council has an adequate and
effective control environment in place. An internal
audit review of corporate Health & Safety, however,
resulted in only Limited assurance. A full action plan
was agreed with management and delivery is being
monitored by internal audit, senior management,
and the health & safety members’ working party
and by the Audit & Ethics Committee.

An internal audit service improvement plan was
delivered during 2016/17. This included full
implementation of Risk Based Internal Auditing (RBIA)
which is recognised as best practice. The work of
internal audit has been aligned more closely with
the aims and risk profile of the organisation and the
service is responsive to emerging issues and risks.
Linkages between the results of internal audits, the
associated risks and actions have been enhanced.

A full review and update of corporate performance
indicators was completed during the year to ensure
that measures are relevant to the needs and
objectives of the organisation.

Cabinet approved a new Anti-Fraud, Bribery and
Corruption Strategy in 2016/17 in addition to a Fraud
Response Plan. Training was provided to managers
in April 2017 and in support of the strategy fraud risks
were assessed by internal audit with actions put in
place where necessary.

A review of operational risk registers highlighted a
number of risks which cut across service areas and
which need to be considered at a corporate level.
Officers will develop a corporate risk register in 2017
to ensure these risks are effectively managed
through our Strategic Risk Management Group. See
Action 5.
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PRINCIPLE G: Implementing good practices in transparency, reporting, and audit to
deliver effective accountability

Arrangements in place

Effectiveness and future developments

A range of information is published
including an annual report of
internal audit, the financial
statements, the annual report of

external auditor and this annual
governance statement, which
contains an action plan

demonstrating a commitment to
continuous improvement.

All reports are subject to a robust
internal review process to ensure
they are presented in an
understandable style.

The performance information set
out in the financial statements is
prepared in consideration of the
presentational approach adopted
by other similar authorities.

There is an open data section on
the Council’s website.
Implementation of external audit
recommendations is monitored by
the Financial Services Manager
and Deputy Section 151 officer.
Implementation of internal audit
recommendations is monitored by
the Corporate Assurance and
Improvement Manager and
reported to senior management
and the Audit & Ethics Committee.
The Corporate Assurance and
Improvement Manager is provided
with direct unfettered access to
the Chair and Vice Chairs of the
Audit & Ethics Committee.

The Council submits itself to
external peer reviews including by
the Local Government Association,
and in May 2017 welcomed an
equalities and diversity peer review
and challenge. Action plans arising
from these reviews are monitored
by the senior management team.
An internal audit review of
governance arrangements for
jointly managed organisations and
partnerships is scheduled for 2017.
Invitations to tender are published.

As outlined in the action plan arising from last year’s
annual governance statement, the contracts
register was updated and published. Details of
senior officer salaries were also published.

The Annual Audit Letter for 2015/16 provided
assurance over the Council’s financial control and
overall governance arrangements.

The presentation of the Council’s financial
statements was redesigned for 2016/17 to make
them easier to read and for stakeholders to
understand. The design of this annual governance
statement has also been updated to make it easier
to read, and it has been prepared in line with good
practice guidelines published by the Chartered
Institute of Public Finance & Accountability (CIPFA).
Furthermore, the draft financial statements and
annual governance statement are being published
one month earlier than previous years; this provides
stakeholders with more timely information and new
publication timetables have been met a year
ahead of schedule.

In May 2017 the Council welcomed an external
review which resulted in it being the first and only
district authority to be reaccredited as “excellent”

under the equalites framework for local
government.
An internal audit review of the Council’s

governance arrangements for jointly managed
organisations and partnerships has been scheduled
for 2017. In line with recommended practice the
results of this review will be published. See Action 6.

Whilst the Council’s corporate performance
information is published within Cabinet and scrutiny
committee reports and in the financial statements, in
2017 this information will be made easier for
stakeholders to access because it will be added to
the open data section of the website. See Action 7.

In September 2017 the internal audit service will
partake in an independent external quality
assessment. The results will be reported to senior
management and the Audit & Ethics Committee
and the service improvement plan will be updated
to reflect the results of the review. See Action 8.
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6. PROGRESS ON DELIVERY OF LAST YEAR’S ACTION PLAN
Improvement Action Assessment of Progress
1 Production of the detailed Completed
Medium Term Financial Plan The MTFP was presented alongside the proposed
(MTFP) for 2017-21 budget for 2017/18.
2 Development of Business Not completed
Continuity Plans for critical This action has been on hold pending a review of
services the structure of corporate health and safety and
resilience service. Expected completion September
2017. See Action 9
3 Completion of self-assessment Completed
against the Equallities Framework | Following an external review the Council was
for Local Government reaccredited as “excellent” under the framework.
4 Review and update of the In progress
Constitution to reflect the This has now formed part of a wider review and
restructure of the Council’s update of the Constitution expected to be
senior management team complete by November 2017. See Action 10
5 Introduction of a dedicated In progress
governance forum The format of the forum was discussed at the
Strategic Risk Management Group in April 2017 and
following consideration by senior management it will
be introduced by December 2017. See Action 11
6 Review and update of the Code | In progress
of Conduct for Officers This is being aligned with the review and update of
the Constitution. See Action 10
7 Fully implement and embed the | In progress
new Anti-Fraud, Bribery and Significant progress has been made. Risk exposures
Corruption Strategy have been assessed, a response plan has been
developed and training provided to managers.
Further training will be provided to members and
individual teams. See Action 12
8 Review, update and publication | Completed
of the Confidential Reporting Will be published alongside the updated
Code Constitution.
9 Complete the review, update Completed
and publication of the Updated register published in February 2017.
Contracts Register
10 | Update the published details of | Completed
senior officer salaries on the Updated details published in December 2016.
Council’s website
11 | Fully implement the Internal Completed
Audit service improvement plan, | Progress was regularly reported to the Head of
including Risk Based Internal Corporate Resources and Chief Finance Officer,
Auditing (RBIA) and Audit & Ethics Committee during 2016.
12 | Complete the review and Completed

streamlining of the Council’s
suite of performance indicators

Review completed in March 2017. Further work
planned in 2017 to align key performance measures
with the new corporate strategy.
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7. UPDATED ACTION PLAN
Action Lead officer Target
completion date
1 Update the feedback and complaints Executive Drrector | December 2017
procedure, ensuring that:
e Common themes are identified for
which lessons may need to be applied
across the Council; and
e Thereis a common approach to
recognising and celebrating positive
feedback from customers.
2 Implement and embed compliance with Head of May 2018
the new General Data Protection Communities and
Regulations. Homes
3 Review and update the service planning Head of Corporate | September 2017
process, ensuring that delivery of action Resources and s151
plans is monitored and that there are clear | Officer
linkages between key performance
measures and the outcomes envisaged in
the corporate strategy.
4 Review, update and communicate the Executive Director November 2017
protocol for member/ officer relations
5 Develop a corporate risk register; ensuring | Head of Corporate | December 2017
risks are effectively managed through the | Resources and s151
Strategic Risk Management Group. Officer
6 Complete and pubilish the review of Head of Corporate | March 2018
governance arrangements for jointly Resources and s151
managed organisations and partnerships. | Officer
7 Add corporate performance information Head of Corporate | December 2017
to the open data section of the Council Resources and s151
website Officer
8 Report the results of the internal audit Head of Corporate | November 2017
external quality assessment to the Audit & | Resources and s151
Ethics Committee and update the service | Officer
improvement plan to reflect the results of
the assessment.
9 Develop Business Continuity Plans for Head of September 2017
critical services Environment and
Public Realm
10 | Review and update of the Constitution, Executive Director November 2017
including the Code of Conduct for Officers
11 | Introduce a dedicated governance forum, | Executive Director December 2017
ensuring that any emerging governance
issues are reviewed and addressed during
the year.
12 | Fully implement and embed the new Anti- | Head of Corporate | March 2018

Fraud, Bribery and Corruption Strategy,
including provision of further training to
members and individual teams

Resources and s151
Officer
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8.1

8.2

8.3

8.4

RucsY

SUMMARY, CONCLUSION AND CERTIFICATION

Good governance is about running things properly. It is the means by which the
Council shows it is taking decisions for the good of the people in the area, in a fair,
equitable and open way. It also requires standards of behaviour that support good
decision making - collective and individual integrity, openness and honesty. It is the
foundation for the delivery of good quality services that meet all local people’s
needs. It is fundamental to showing public money is well spent. Without good
governance that Council will struggle to deliver the outcomes set out in the
corporate strategy.

This statement has been considered by the Audit & Ethics Committee, which was
satisfied that it is an accurate reflection of the governance framework and that the
arrangements continue to be regarded as fit for purpose in accordance with the
governance framework. A number of future developments have been highlighted
and these are specifically addressed within the Action Plan.

The Council is satisfied that its overall governance framework provides a substantial
level of assurance of effectiveness, although a number of further development areas
have been highlighted. Delivery of the Action Plan will be monitored during 2017/18.

Our overall assessment is that the Annual Governance Statement is a balanced
reflection of the governance environment and that an adequate framework exists
within the Council to ensure an effective internal control environment is maintained.
We are also satisfied that there are appropriate plans in place to address any
significant governance issues and will monitor their implementation and operations.

Adam Norburn - Executive Director

Date:

Councillor M Stokes - Leader of Rugby Borough Council

Date:
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