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1. Summary

1.1. The Audit Committee is required by the Constitution to make an annual report to
Full Council.

1.2. The Audit Committee forms a part of the County Council’s corporate governance
arrangements. Its purpose is to “provide independent assurance of risk
management and the control environment”, “independent scrutiny of the
authority’s financial and non-financial performance” and “oversee the financial

reporting process” (CIPFA).

1.3. This report is to inform members of the work of the Audit Committee in the
previous financial year, and to note the Committee’s opinion on the standard of
governance, risk management and internal audit in place within the County
Council.

2. Background

2.1. The Audit Committee has met a total of 6 times since it last reported to County
Council.

2.2. The Audit Committee acts as “those charged with governance”, and its role to
ensure that the correct systems and processes are in place in order for the
County Council to achieve its aims, to meet statutory requirements and to
mitigate risks and prevent losses. In accordance with best practice, the Audit
Committee’s role is not to consider policy decisions.

2.3. Technical support to the Audit Committee came from a number of sources during
2018/19, including:

e Grant Thornton as External Auditor for the Statement of Accounts and
Value for Money conclusion.

e South West Audit Partnership (SWAP) as Internal Auditor to deliver our
Internal Audit Plan

e The Director of Finance, Legal and Governance and Interim Finance
Directors in their capacity of the s151 officer.

e Strategic Manager — Financial Governance, acting as the Chief Internal
Auditor and also Lead Officer for the Committee (until January 2019 and
then the Chief Internal Auditor lead officer from SWAP and Interim Finance
Director).

e Chief Accountant providing training to members and presenting the
Statement of Accounts.

e Strategic Manager — Governance and Democratic Services (also the
council’s Monitoring officer) and the Risk Manager to update members on
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the key corporate risks affecting the County Council.

The Audit Committee wishes to place on record its gratitude for the continued
quality of the support that it receives.

Work Programme

The Audit Committee’s work programme over the last year has been varied, but
key responsibilities and themes have not changed. These include:

. formal approval of the Annual Statement of Accounts and Value for Money
Conclusion (annually, at the July meeting);

. continued review of the management of risks across the County Council, with
particular emphasis on the corporate risks (quarterly)

. review of the corporate governance arrangements across the County Council
to ensure that they remain sound and fit for the changing authority, e.g. the
Annual Governance Statement and system of internal control (annually in
June); anti-fraud and corruption measures (annually in January); and the
Internal Audit plan (annually in March or April);

. review of Internal and External Audit reports looking at the Audit Plan delivery
and findings, and ensuring that individual managers follow-up audit
recommendations (at each meeting);

. review of the debtor management processes and its performance in collecting
money due to the County Council (at least quarterly).

The Audit Committee can report that the majority of governance functions and
processes remain well-controlled and delivered.

The Chair (and Vice Chair) for the Audit Committee changed following the
Councils Full Council in May 2018, meaning that the July 2018 meeting, which
received the 2017/18 Statement of Accounts, was the first meeting for the new
Chair and Vice Chair. In addition, the Councils Section 151 Officer changed, and
an Interim Director of Finance joined the Council in July 2018 to present the
Statement of Accounts to the Audit Committee.

The Statement of Accounts (for 2017/18) were successfully prepared, published
and approved within the earlier statutory deadline of 31 July. This is now two
months earlier than in previous years, although the Council had achieved this
earlier time for the two years prior to the formal change of date as part of its
preparation for the change. Draft accounts were published by the end of May
2018 and these were finalised post-audit at the 26t July 2018 meeting.

Audit Committee can report that the Statement of Accounts resulted in an
unqualified opinion for both the County Council and the Pensions Fund. However,
the audit included and adverse value for money conclusion stating that the
council did not have proper arrangements in place to ensure a sustainable
resource deployment. In response the follow up actions have been a major focus
of subsequent meetings throughout 2018/19. A separate report on this agenda
provides the most recent up-date on progress.

The Councils statutory Annual Governance Statement, which accompanies the
Statement of Accounts and has to demonstrate compliance with a nationally set
list of documentary requirements, were “consistent with the audited financial
statements” and “meets the requirements set out in the [new] CIPFA/SOLACE
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guidance”.

The South West Audit Partnership (SWAP) Annual Opinion also gave a positive
picture and was again able to offer “reasonable assurance” overall about the
Council’s internal controls, commenting that “I believe that overall the Senior
Management of Somerset County Council have worked hard to cooperate with
the audit process”.

The Audit Committee has reviewed the County Council’s risk management
arrangements quarterly. Effective risk management can have a major impact on
the successful achievement of the objectives, policies and strategies of the
authority. In particular, the Audit Committee concentrates on the Strategic Risk
Register and those key risks (such as sustainable budgets, safeguarding of
children, business continuity, Health and Safety, and IT) that need to be mitigated
in order to lessen the likelihood or impact on SCC. Whilst most of these risks are
regularly reviewed and appropriate measures put in place, the Audit Committee
would still call in officers if they felt insufficient actions were being taken.

The Audit Committee has continued the practice of scheduling all SWAP audits
that only achieved “Partial” assurance to report back to the Committee at a future
public meeting, and for the relevant SCC managers to attend and report on the
progress against the agreed Action Plan from those audits. This is an important
control and helps provide the necessary assurance to the Audit Committee that
audit findings are addressed properly and any risks are mitigated. The Audit
Committee has therefore received a number of updates from managers during
the previous financial year on such topics as Adult Mental Health Emergency
Assessments care plans, Adults new operating model “Front Door”, the IR35
requirements, risk of care provider failure, children’s independent placements,
and Strategic Asset Management. We continue to monitor progress against
Partial audits through the use of our JCAD Risk Management system.

The Audit Committee has a regular update on debt management — the collection
of money owed to the County Council and our performance in ensuring that we
receive fees and charges we are due. Whilst we continually collect approximately
99% of the debt that we raise, it has become clear that there were a number of
ways that we could improve our processes to ensure that debt is collected more
quickly and efficiently. As a result, officers have produced an update Income
Code of Practice that was discussed and endorsed by the Audit Committee in
November 2017. The aim is to promote payment in advance of services, or at the
point of delivery, and to accelerate our debt collection processes if this is not
possible. Debt Management updates continue to report progress and the impact
of this new code of practice.

The annual Anti-Fraud and Corruption Review report came to the January 2019
Audit Committee. This set out the current national trends in frauds against local
authorities, and the specific anti-fraud and corruption measures undertaken
locally to combat them. A significant Anti-Fraud and Corruption effort continues to
be undertaken in conjunction with the National Fraud Initiative, and with specialist
officers from SWAP and the Police as necessary. Generally, the analysis shows
that the County Council has suitable defences in place. Additional audits were
included in 2018/19 to continue focus on the higher “fraud” risk areas, such as
Blue Badge and Cash Handling. The Audit Committee fully re-endorsed the “zero
tolerance” policy in operation in the County Council.
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Training

A session was run by the Chief Accountant in order for members to better
understand the Statement of Accounts before they were asked to approve this
suite of documents in July 2018. Further training sessions will be arranged as
members request or assurance topics emerge.

Conclusions

The Audit Committee feels that a strong governance framework remains in place,
an opinion backed by independent assessments, and the Corporate Peer Review
from March 2018.

However, there have been some individual audit findings reported during the
previous year that have revealed local weaknesses that still need to be
addressed. The Audit Committee will continue to review progress in these areas
and call in the relevant officers to provide the necessary assurance.

The Audit Committee remains committed to ensuring that high governance
standards are maintained.

Background papers

Audit Committee papers can be found at:
http://democracy.somerset.gov.uk/ieListMeetings.aspx?Cld=160&Year=0

Note: For sight of individual background papers please contact the report author
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