ren (b))

MINUTES OF A MEETING OF THE AUDIT SUB-COMMITTEE OF THE COUNCIL,
HELD AT 5:00PM ON MONDAY 3%fP FEBRUARY 2020 IN THE BACK MEETING
ROOM, TOWN HALL, RHIW ROAD, COLWYN BAY

PRESENT: Clir C Hughes, Chairman

Clirs: N Bastow, Mrs M Jones, A Khan

OFFICER: Mrs C Earley, Town Clerk

363/19

364/19

365/19

366/19

367/19

Terms of Reference:
Resolved to receive the current terms of reference and to note that the Chairman
of the Policy & Finance Committee acts as Chairman of this Sub-Commitiee.

Apologies: Apologies for absence were received from Cllr K Swindon,

Minutes:
Resolved to approve and sign the previously circulated minutes of the last meeting,
held on 27" February 2019.

Governance & Accountability — A Practitioner’s Guide:

Members noted that an updated guide was published in 2019 and, where relevant,
extracts from the new guide were submitted by the Clerk to accompany the agenda
items below.

Internal Controls and Internal Audit:

a) Members were asked to carry out a review the effectiveness of the Council’s
system of internal controls. Members counsidered the updated guidance from the
Practitioners Guide (PG) before undertaking the review and it was noted that
several new sections/paragraphs had been included in the template document in
the PG. Following this review, it was

Resolved to recommend that the Council’s current Internal Controls (2017
version) be updated by the Clerk, as per the new Practitioner’s Guide Template,
then submitted to Council for approval.

- Further resolved to request that the Policy & Finance Committee reviews the
current bank and online signatories.

b) Members were then asked to carry out the annual review of Internal Audit, using
the guidance notes and checklist provided in the Practitioners’ Guide,

Resolved to complete and then refer the checklist to the Council for approval,
as detailed in Schedule ‘A’ attached.

Further resolved that Councillors are encouraged to attend One Voice Wales’s
Advanced Local Gov’t Finance Module to gain a better understanding of the
- governance and accountability guide and annunal audit/veporting.




368/19

369/19

370/19

¢) Members reviewed the terms of reference for internal audit and considered the
re-appointment of the internal auditor for the current (2019/20) financial year. 1t
was agreed that the terms of reference continue to meet the needs of the Council
and noted that the current auditors, JDH Business Services, provide a reliable and
competent service to a number of the larger local councils in this area. A copy of
the proposed Audit Plan for 2019/20 was submitted by the Cletk, on behalf of
JDH.

Resolved to recommend for approval of the terms of reference for internal
audit, and to confirm the re-appointment of the existing auditor, JDH Business
Services, and the Audit Plan for 2019/20, as detailed in Schedule ‘B’ attached.

d) The Clerk submitted, for information, the Internal Auditor’s report for 2018/19,
together with notes by the Clerk/RFO, which was noted by members.

External Audit:

a) It was noted that the Council had received an unqualified (clean) external audit
for 2018/19, and members noted the themes for the 2019/20 external audit
(arrangements for making payments).

b) I was noted that arrangements for external audit are expected to change for
2020/21 onwards and further details are awaited from the Wales Audit Office.

Annual Investment Strategy:

a) The Clerk submitted at extract from the PG and an e-mail from the Wales Audit
Office (WAO). Members were asked to review the guidance and note the advice
from WAO for the continued treatment of the CCLA’s Public Sector Deposit
TFund as a fixed asset (balance sheet entry).

b) Members were then asked to consider the draft annual investment strategy for
2020/21.

Resolved to recommend that the Annual Investment Strategy for 2020/21, be
adopted, as detailed in Schedule ‘C’ attached,

" Resolved to request that the Clerk contacts Lloyds Bank to check if the
accounts/investments we have are still the best for the Council’s needs (before
the Term Deposit investment matures in March and a decision needs to be
taken about re-investing).

Risk Assessment:
a) Members noted the updated guidance,

It was noted that the new Financial Regulations required online bank signatories to
confirm that they had adequate security measures in place for use of their personal
devices in accessing the council’s bank accounts. The Clerk confirmed that this
information had been shared with the four signatories and they had each confirmed
adherence.

Resolved to request that the Clerk submits a copy of the information sent to bank
sigratories in respect of online banking security to the Policy and Finance
Committee, for further consideration.




Further resolved to: S

1. Request that the Clerk contacts the Council’s insurers to confirm what cover is
held in respect of hacking of individual members’ PCs to gain access to the
council’s bank accounts,

2. Request that the Clerk checks with Lloyds bank to see whether any training or
advice is available in respect of online banking/security.

b) Members were then asked to review the Council’s updated Risk Assessment and
Management Report for 2019/20. Each page of the report was considered, with any
amendments/updated highlighted by the Clerk, and members noted the further action
required to reduce any residual risks.

Resolved to approve the updated RA&M Report, as demlled in Schedule ‘D’
attached, and to refer this to Council for approval.

It was queried whether any checks were made on whether other building occupiers
carried out routine health and safety checks in their parts of the premises.

Resolved to request that the Clerk reminds all occupiers of the need to carry out a
risk assessment, diarise to carry out any routine health and safety checks, comply
with the terms of their lease/tenancy and to bring any issues or concerns to the
attention of the Town Clerk.

¢y Members noted that the reports had been received from the recent electricity
installation inspection at the Town Hall and the Clerk gave a brief verbal update
regarding the further inspection necessary in respect of the water heater in Cruse’s
toilets.

Resolved to authorise a request for a plumber to remove the two old/faulty heater
units and install a single new fitting.

Further resolved to request a quotation for carrying out the other advisory (non-
urgent C3 works).

The meeting closed at 6.05 p.m.

................... veversr. Chairman
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Appendices

Appendix 2: Annual internal audit
review

Checklist 1 — meeting the standards

1. Scope of Terms of reference for internal
tnternal audit  audit were (re)approved by full L{E‘b
' council on [date] il 0D
internal audit work takes into
account both the council’s risk _ \“ E-S
assessment and wider internal
" tontrol arrangements '

Internal audit work covers the )
council’s anti-fraud and corruption ('( P

arrangements.
2. Scope of Internal audit has direct accessto
Internal audit  those charged with governance -~ u ¢ S

(see Financial Regulations).

Reports are made in own name to ‘1{-5
management, _ o

Internal audit does not have any
other role within the “Yes
councli/board.

3. Competence  There s no evidence of a failure to
B carry out internal audit work : vEs
ethically, with integrity and
objectivity.

4, Relationships = The Clerk and Responsible Financial
© -+ Officer {RFO) are consulted on the Jpu
internal audit plan. (Evidence is on it >
audit files).

Respective responsibilities for
officers and internal audit are .

- defined in refation to internal L‘t )
control, risk management and :
fraud and corruption matters (job
descriptions and engagement
letter). The responsibilities of
council members are understocd;
training of members is carried out
as necessary. (See Member training

plan).
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Appendices

5. Planning and
reporting

The annual internal audit plan
properly takes account of all the
risks facing the council and has
been approved by the council
[date]. internal audit has reported
in accordance with the plan on
[date]

Yes

Checklist 2 — Characteristics of effectiveness

Internal audit work
is planned

Understanding the
whole organisation
its needs and
objectives

Beseen asa
catalyst for change

Add value and
assist the
organisation in
achieving its
ohjectives

Be forward looking .

Be challenging

Ensure the right
resqurces are
available

Planned internal audit work is

based on risk assessment and

designed to meet the councit's
needs.

The annual audit plan demonstrates
how audit work will provide
assurance for the council’s Annual
Gavernance Statement

Internal audit supports the council’s
work in delivering improved '
services to the community

The council makes positive
responses to internal audit’s
recommendations and follows up
with action where this is called for.

In formulating the annual audit
plan, nationat agenda changes are

- considered,

internal audit maintains awareness
of new developments in the
services, risk management and
corporate governance,

Internal audit focuses on the risks
facing the council.

Internal audit encourages
managers/members to develop
thelr own responses to risks, rather
than relying solely on audit
recommendations.

Adequate resource is made
availabte for internal audit to
complete its work.

Internal audit understands the
council and the legal and cotporate
framework in which it operates,
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Internal Audi&zlm Engagement

Roles and Responsibilities: ;

1.1. The Council is responsible for determining the necessary scope and extent of its internal audit.

1.2. The Clerk/RFO is responsible for contacting the internal auditor to agree the date(s) for audit visits
and for providing access to such information and records as is necessary (see 5. Below).

1.3. The internal auditor is responsible for conducting the agreed tests to review whether the systems of
financial and other control are effective.

Audit Plan:

2.1. The audit should, as a minimum, cover the suggested testing of key controls as detailed in
appendix 4 of the Governance and Accountability for Local Councils in Wales, A Practitioners’
Guide (2018). Any additional tests required will be notified in writing to the internal auditor.

2.2. Internal audit is an ongoing function but must report at least annually. It can be undertaken as
appropriate during the financial year to test the existence and adequacy of internal controls and
does not only have to be carried out at the completion of each financial year-end.

Reporting Requirements:
3.1. The internal auditor is responsible for reporting back his/her findings to the council on completion
of the audit, by means of a written report.

Independence / Competence:

4.1. The internal auditor must be independent of the council, i.e. must not be involved in the council’s
administrative or management roles.

4.2. The person or persons carrying out the internal audit must be competent to carry out the role in a
way that will meet the business needs of the council, e.g. be CIPFA qualified and/or be able to
demonsirate confidence in undertaking local council audits.

4.3. The council will not ask those charged with carrying out the internal audit to offer consultancy or
advice on the council's financial controls and procedures, as this would prejudice their ability to give
an objective and independent view on whether these meet the needs of the council.

Access to Information, Members and Officers:

5.1. The Clerk/RFO is responsible for providing access for the internal auditor to such records and
information as is necessary to carry out the required system and transaction testing.

5.2. The internal auditor will be given full access to those charged with governance (i.e. members of the
coungil), as required and will attend a meeting of the Council to discuss his/her report, if requested
fo do so.

Period of Engagement:
6.1. The internal auditor will be (re)appointed annually.

Remuneration:
7.1. The fee for undertaking the internal audit will be reviewed and agreed by the Council and auditar on
an annual basis.

77.2.204
Last reviewed 172.2:2016
. Approved 7.3:16—Min:-363/15(b}




Carreg Lwyd, Cefn Bychan
Road, Pantymwyn,
Flintshire, CH7 5EW

B U S i n e S S S e rv i C eS Ltd e-mall;john@jdhbs.co.uk

Company Reg No: 03824298

Internal Audit Plan 2019/20

introduction

According to '‘Governance and Accountability for Local Councils in Wales — A
Practitioners Guide (2019)', the purpose of internal audit is as follows:

“To review whether the systems of financial and other control are effective.’

This audit plan sets out how we intend to do this. It should be noted that the
terms of reference included within this plan is that suggested in the 2011
Practitioners guide. This information has not been provided in the 2019 guide,
however, One Voice Wales is currently developing a detailed guide for internal
audit.

What can you expect?

The annual audit work is detailed in this plan and comprises two audits and the issue
of two audit reports. All Councils receive an internal audit report that details our audit
findings, this is in addition to the internal audit section on the annual return and
should be presented to Council annually in order for the Council to agree actions to
address any recommendations.

In addition, we are available by email and telephone during the year if the Council
wishes to discuss any issues that may arise during the financial year. There is no
additional fee charge for this service but we do ask that in the first instance queries
are sent by email.

Our fees are subject to review should significant devolved services pass to the
Council

Snapshot of our services

We are a registered firm, fully authorised for audit activity, with the Institute of Chartered
Accountants in England and Wales and have successfully passed this Institutes’ Practice
Assurance scheme,

The focus on pubic sector audit has now resulted in a substantial client scope extending over
8 counties in England and Wales. The economies of scale associated with a large portfolio of
local council audits has resulted in competitive fees for a specialist service from highly skilled
and experienced staff, This also enables us to identify and share beacon practice hetween
clients to support continuous improvemsnt

Registered to carry on audit work by the Institute of Chartered Accountants in England and Wales

1




Audit Plan
Scope

Our responsibilities are solely confined to carrying out the internal audit testing as
specified by the Wales Audit Office in the Annual Return for Local Councils in Wales.

Audit

One audit is planned after the year-end. The terms of reference on page 3 and 4
details the audit testing that is carried out. Page 5 shows a checklist of information
and records that we require in order to complete the audit.

Timescale

The audit will be carried out between April and June. The timescales will be agreed
with the Clerk in March.

Unplanned Work

If necessary, work will be varied to include areas where significant weaknesses are
identified. No contingency for unplanned work has been included in the plan and
each issue will be dealt with as it arises. Examples of unplanned work are:

» Investigations
» Requests from the Council
« Additional work required on planned activities

Reporting

Reports will be provided to the Council after each audit summarising:
Work carried out

Significant findings

Recommendations
Follow up of previous recommendations

The Audit Plan will be kept under continuous review within the context of achieving
overall objectives. Should significant amendments be necessary these will be
discussed and reported to the Council at the earliest opportunity.

Access to Information, Members and Officers
We require access to such records and information as is necessary to carry out the

required system and transaction testing, and full access to those charged with
governance (i.e. members of the council}, as required.




Internal Auditor’s Terms of Reference tuls has been adapted from the suggested terms of
reference in ‘Governance and Accountability for Local Counclls in Wales, A Practitioners' Guide (2011)°

internal Control

Testing Required

Proper bookkeeping

Is the cashbook maintained and up-to-date?
Is the cashbook arithmetic correct
Is the cashbook regularly balanced?

A. Standing Orders &
Financial Reguiations
Adopted and Applied

B. Payment Controls

Has the Council formerly adopted its Standing
Orders & Financial Regulations?

Has a responsible officer been appointed with
specific duties?

Have items or services above the de minimus
amount been competitively purchased?

Are payments in the cashbook supported by
invoices authorised and minuted?

Has VAT on payments been identified,
recorded and reclaimed?

Is Section 137 expenditure separately
recorded and within statutory limits?

Risk Management
Arrangements

Does a review of the minutes identify any
unusual financial activity?

Do minutes record the Council carrying out an
annual risk assessment?

Is insurance cover appropriate and adequate?
Are internal financial controls documented
and regularly reviewed?

Has the Council assessed the significant risks
to achieving its objectives relative to its
management of its finances and has
procedures in place to deal with this?

Budgetary Controls

Has the Council prepared an annual budget in
support of its precept?

Is actual expenditure against the budget
regularly reported to the Council?

Are there any significant unexplained
variances from budget?

Is the budget matched to year end outturn to
enable consistent comparison of financial
performance ?

Are year end variances explained ?

Income Controls

Is income properly recorded and properly
banked?

Does the precept recorded agree to the
Council Tax authorities’ notification?

3




Are security controls over cash and near cash
adequate and effective?

Petty Cash Procedures

Is all petty cash spent, recorded by VAT
invoices/receipts?

|s petty cash expenditure reported to Council?
is petty cash reimbursed when carried out
regularly?

Payroll Controls

Do all employees have contracts of
employment with clear terms and conditions?
Do salaries paid agree with those approved
by the Council?

Are other payments to employees reasonable
and agreed by the Council?

Have PAYE and NIC been properly operated
by the Council as an employer?

Asset Controls

Does the Council maintain a register of all
material assets owned or in its care?

Are the assets and investments, investments
registers up-to-date?

Do asset insurance valuations agree with
those in the asset register?

Bank Reconciliation

Is there a bank reconciliation for each
account?

Is there a bank reconciliation carried out
regularly and in a timely fashion?

Are there any unexplained balancing entries
in any reconciliation?

Is the value of investments held summarised
in the reconciliation?

Year End Procedures

Are year end accounts prepared on an
income and expenditure basis?

Do accounts agree with the cash book?

Is there an audit trail for underlying financial
records to the accounts?

Where appropriate have debtors and creditors
been propetrly recorded?

improvements

Has the Council acted on the
recommendations and comments of the
internal and external auditors?




Internal Audit Checklist

Please complete this form and include with the working papers when presenting for internal audit.
Failure to do so may result in a delay in completing your intemal audit and additional costs. Please
ensure the minute references are provided where requested. Please do not provide current cheque
books for audit.

Included
(0]

1 | Completed Accounts section of Annuai Return and supporting accounts

2 | Prior years certified annual return.

3 | Prior year audit issues arising as reported to the Council by the external
auditor.

4 | Response to previous year internal audit report. Minute
reference...........corivnne

5 | Please state the following from your financial regulations on coniracts:

- level for cbtaining quotations ................. wirarienissasnes .
- level for formal tender process ...............

Please provide evidence for any contracts above these levels that the
financial reguiations have been complied with.

6 | Minutes for the financial year

7 | Copy of risk assessment(s) and Internal Control procedures. Minute
reference for Council approval of risk assessment:

8 | Investment strategy. Please state minute reference here

9 | Insurance documents.
Please state the level of fidelity cover in place during the financial
year

10 | Cash book (or equivatent) and bank reconciliations. Where an accounting
package has been used a report showing transactions by income and
expenditure heading should be provided.

11 | Bank Statements for the financial year and up to the date of audit.

12 | Petty cash book and vouchers.

13 | All expenditure vouchers/invoices for transactions

14 | All income vouchers for transactions, Please include source income
documents such as burial records, Bookings diaries, receipt books etc

15 | The Financial Regulations and Standing Orders of the Council.




16

All payrofl records and HMRC returns. All contracts of employment.
Please state minute reference here if the Council approved a pay rise

------------------

17

VAT returns and supporting VAT records.

18

Evidence to support the precept request

19

Evidence of authorisation for clerks salaty and clerk/members expenses,

20

The fixed assets ragister together with valuations.

21

Full supporting working papers for all Balance Sheet entries if income and
expenditure accounts are required.

22

Budgetary control information including calculation of the precept
requirement and any budget monitoring reports issued to Council during
the year.

23

Details of ear-marked reserves and any planned capital expenditure
schemes (for current and future years). Please state minute references
for approval of ear-marked reserves/ planned capital expenditure

24

Analysis of $137 and/or Power of Wellbeing payments, and the s137
statutory limit for council

25

Please confirm that a council website is maintained which publishes
electronically all the information required by the Local Government
{Democracy) (Wales) Act 2013 YES /NO

26

Any partnership agreements and/or service level agreements to support
partnerships in which the council participates

27

Evidence that responsibilities as sole trustees of charities have been
complied with (where relevant). Please state charity hame and charity
PHENIOET o ovecreviriiannararrensssesensessessasesasssnernsrsnnnsassssnssnie

28

All other relevant documentation that helps substantiate the entries in the
accounts of the council.




Business Services Ltd

Tanuary 24th 2019

Dear Clerk
Re Internal Audit for the year ended 31* March 2020

We can confirm continuing independence in our role as internal auditors for the above financial year and you can
assume this to be the case for future financial years unless we inform you otherwise in writing.

Yours faithfully

John Henry FCA
Director




Scwkeoute ‘¢ i 7(b)

ANNUAL INVESTMENT STRATEGY FOR BAY OF COLWYN TOWN
COUNCIL

This Annual Investment Strategy is prepared in accordance with the statutory
guidance on Local Government Investments issued by the National Assembly for
Wales.

All cash, bank balances, financial assets, borrowings and credit arrangements are
defined as a part of the Council’s treasury management activities. This Annual
Investment Strategy will concentrate on the Council’s temporary surplus resources
and the investments it undertakes of these resources.

The Council undertakes to ensure that for all its investments, priority will be given to
security and liquidity rather than yield. In drafting this Annual Investment Strategy,
the Council has made appropriate arrangements for: -
¢ identification, management and control of risks in the investments/treasury
management activities it undertakes,
¢ budgeting, accounting and audit arrangements
» its cash and cash flow management requirements
o segregation of responsibilities, organisational arrangements, adequate
documentation and the identification of a responsible officer for
investment/treasury management activities.
e corporate governance
o procedures to ensure it is alert to the possibility it may become subject to an
attempt to involve it in a transaction involving laundeting of money.

All investments undertaken by this Council will be made and repaid in Sterling.

SUMS TO BE INVESTED:

The Council’s earmarked and general reserves, including any temporarily surplus
balances which are not required for the day-to-day operating financial requirements of
the Council.

LISTING OF INVESTMENTS:
The Council will undertake the following investments for the financial year 2020-21:

General Reserve: Deposits in current, deposit account(s) and/or fixed term deposit(s)
of up to 12 month’s duration with High Street Bank(s) and investments in the CCLA’s
Public Sector Deposit Fund (instant access), to a maximum of £300,000.

Earmarked Reserve(s):

Future Regeneration / Capital Scheme(s):

(a) Deposit in high interest notice account(s) and/or fixed term deposit(s) of up to 12
month’s duration with High Street Bank(s), up to a maximum of £200,000 and/or
(b) Investment in the CCLA Local Authorities’ Property Fund, up to a maximum of
£200,000.

Reviewed xxxxxxxxx
Approved: Min.
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