NORWICH
City Council

Report title: Updated Financial Regulations

Portfolio: Councillor Kendrick, Cabinet member for an open and modern
council
Report from:  Interim chief finance officer (S151)
Wards: All Wards
Purpose

The financial regulations have been reviewed and updated with reference to the
current local government environment, ensuring that they are fit for purpose and
reflective of good practice.

Recommendation:
It is recommended that Full Council approves the updated Financial Regulations
Policy framework
The council has five corporate priorities, which are:
e A prosperous Norwich.
e Afairer Norwich.
e Aclimate responsive Norwich.
e A future-proof Norwich.
¢ An open and modern council.

This report meets all five corporate priorities and in particular the following
outcomes:

e A future-proof Norwich — by ensuring that the Financial Regulations are up
to date and reflective of the governance and control environment that the
Council is working within.

e An open and modern council — ensuring that there is assurance and
confidence in the governance of the financial regulations that underpin the
financial management of the council.

Report details

Background

1. Part 4 of the Constitution of Norwich City Council (Constitution | Norwich City
Council) includes a section relating to the Financial Regulations of the council.
In relation to the Status of the Financial Regulations on page 180, it states
that,



https://www.norwich.gov.uk/downloads/file/7182/norwich_city_council_constitution
https://www.norwich.gov.uk/downloads/file/7182/norwich_city_council_constitution

“The Chief Finance Officer is the Responsible Financial Officer under
regulation 2(2)(a) of the Accounts and Audit Regulations 2003. They are “the
person who, by virtue of section 151 of the Local Government Act 1972, is
responsible for the administration of the financial affairs of a relevant body or,
if no person is so responsible, the person who is responsible for keeping the
accounts of such a body”. They are responsible for maintaining a continuous
review of these regulations and submitting any additions or changes
necessary to the council for approval.”

This report provides an updated version of the financial regulations at
Appendix A following a comprehensive review of the previous regulations.

The Financial Regulations have been reviewed from with recognition of good
practice in other local authorities, considering the contents of other similar
local authorities but also reflecting good practice across a range of local
authorities of different sizes and tiers.

The objective has been to ensure that there is sufficient detail and clarity about
roles, responsibilities and the rules that need to be followed to ensure effective
financial management in line with the responsibilities conferred on the Chief
Finance Officer under section 151 of the Local Government Act 1972.

The regulations cover the whole financial management cycle, from financial
planning and budget setting through to roles and responsibilities in relation to
all financial management governance.

This review has rewritten all the financial regulations in their entirety, so whilst
the subject coverage will be familiar the contents reflect a complete update. In
this context the revised Financial Regulations attached at Appendix A need to
be seen within the broader context of the council’s Constitution but also read
as a single document.

Implications

Financial and resources

6. There are no direct financial implications arising from this review, however it
will be important that staff and management are aware of the contents, to
which end, once the regulations have been approved by Full Council a
programme of briefing sessions will be arranged for relevant officers.

Legal

7. The Financial Regulations form an integral part of the Norwich City Council
Constitution therefore, once approved by Full Council, the Constitution will
need to be updated accordingly.



Statutory considerations

Consideration Details of any implications and proposed
measures to address:
Equality and diversity None.
Health, social and economic None.
impact
Crime and disorder None.
Children and adults safeguarding None.
Risk Management
Risk Consequence Controls required
Governance Early opportunities to The Financial Regulations

arrangements are not
effective.

take corrective actions
are missed

Governance failures lead
to company breaching
responsibilities.

and adherence to them forms
a key part of the system of
internal control and
governance for the Council.

Monitoring will be via both on-
going operational oversight
and actions by officers and as
reflected within IT systems, as
well as via the further
oversight provided by Internal
and External Audit reviews.

Background papers: None

Appendices: Appendix A — Revised Financial Regulations

Contact officer: Interim Chief Financial and S151 Officer

Name: Alistair Rush,

Telephone number: 01603 987855

Email address: alistairrush@norwich.gov.uk

IN 4\
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communication for all

If you would like this agenda in an alternative format,
such as a larger or smaller font, audio or Braille, or in a
different language, please contact the committee

officer above.




Appendix A

Financial Regulations
Status of Financial Regulations

1. Financial regulations provide the framework for managing the council’s financial
affairs and are part of the Constitution. They apply to every member and employee
of the council and anyone acting on its behalf. The council’s detailed financial
procedures set out how the regulations will be implemented.

2. The regulations identify the financial responsibilities of the council, its members,
the Head of Paid Service (Chief Executive), the Monitoring Officer and the Chief
Finance Officer.

3. All members and employees have a general responsibility for taking reasonable
action to provide for the security of the assets under their control, and for ensuring
that the use of these resources is legal, is properly authorised, provides value for
money and achieves best value.

4. The Chief Finance Officer is the Responsible Financial Officer under regulation
2(2)(a) of the Accounts and Audit Regulations 2003. They are “the person who, by
virtue of section 151 of the Local Government Act 1972, is responsible for the
administration of the financial affairs of a relevant body or, if no person is so
responsible, the person who is responsible for keeping the accounts of such a
body”. They are responsible for maintaining a continuous review of these
regulations and submitting any additions or changes necessary to the council for
approval. The Chief Finance Officer is also responsible for reporting, where
appropriate, breaches of the financial regulations to the Council and/or to the
Cabinet and portfolio holders.

5. The Chief Finance Officer is responsible for issuing financial procedures (and
other advice on the application of the financial regulations) that members,
employees and others acting on behalf of the council are required to follow.

Financial management Roles and Responsibilities

7. Financial management refers to all decisions relating to both the operational
and strategic decisions with a financial implication, whether this be in terms of
expenditure or income and in relation to the General Fund, the Capital
Programme, the Housing Revenue Account and any companies owned by
Norwich City Council. Officers or members making decisions and/or exercising
delegated authority in relation to financial management are both responsible and
accountable for the decisions made, specifically in relation to supporting and
upholding the S151 responsibilities of the Chief Finance Officer and covers all
financial accountabilities in relation to the running of the council, including the
Budget and Policy Framework & Medium Term Financial Strategy.

A transparent framework of roles and responsibilities, including delegated
authorities is essential to the effective financial management and control of the
council’s finances. This framework should support and enhance the system of



internal controls and scrutiny that ensures the council’s financial decisions
demonstrate value for money and reflect both best practice and the best interests
of the residents of Norwich City Council.

All officers are expected to exercise due care in relation to resources, assets,
income and expenditure within their care and control and comply with these
regulations and associated financial procedures and guidance, manage service
delivery within agreed budgets and to ensure that the financial impact of all
proposals are properly reflected in decision making reports.

The Council
8. The Full Council is responsible for approving the council's,

¢ Annual Budget

e Council Tax rates for the forthcoming year

e Budget and Policy Framework & Medium Term Financial Strategy.
Cabinet

9. The Cabinet is responsible for proposing the financial Budget and Policy
Framework & Medium Term Financial Strategy to Full Council, and then for
discharging Executive functions in accordance with the approved Budget and
Policy Framework & Medium Term Financial Strategy, including the review of
budget management throughout the financial year and in relation to the financial
implications arising from recommendations approved in reports considered by
Cabinet.

10. Executive decisions can be delegated to a committee of Cabinet members, an
employee or a joint committee. Executive decisions can also be delegated to
individual Cabinet members, sometimes in consultation with a member or
members of the Executive Leadership Team, in these circumstances decisions
with financial management implications must be demonstrably in compliance with
the Constitution and these Financial Regulations.

Scrutiny Committee11. Scrutiny Committee are responsible for holding the
cabinet to account by examining their proposals; evaluating policies, performance
and progress; ensuring consultations, where necessary, have been carried out;
and highlighting areas for improvement. In this context they also hold
responsibility for ensuring that cabinet is working in accordance with these
Financial Regulations.

Audit Committee

12. The Audit Committee plays a key role in ensuring that the council’s system of
internal controls and governance is working effectively and consequently provide
assurance to Full Council that the council’s business is being undertaken
effectively and efficiently in accordance with all relevant legislation, regulations and
as far as possible reflect best practice. In this regard, compliance with the
financial regulations is a key reference point in being able to provide this
reassurance to Full Council.

Treasury Management Committee

13. The Treasury Management Committee has a specific responsibility to oversee
the effective implementation of the Treasury Management Strategy, as agreed



annually alongside the annual budget and the Budget and Policy Framework &
Medium Term Financial Strategy.

The Statutory Officers
Head of Paid Service

14. The Head of Paid Service for the purposes of the Local Government Act 1989
is responsible for the corporate and overall strategic management of the council as
a whole. The Head of Paid Service must report to and provide information for the
Council, the Cabinet, the Scrutiny Committee and other committees.

15. The Head of Paid Service is responsible for establishing a framework for
management direction, style and standards and for monitoring the performance of
the organisation, this is reflected within the Corporate Code of Governance
Corporate Governance | Corporate Governance | Norwich City Council. The Head
of Paid Service is also responsible, together with the Executive Director Corporate
& Commercial Services, for the system of record keeping in relation to all the
council’s decisions.

The Monitoring Officer

16. The Monitoring Officer is responsible for promoting and maintaining high
standards of conduct and therefore provides support to the Standards Committee.
The Monitoring Officer is also responsible for reporting any actual or potential
breaches of the law or maladministration to Full Council and/or to the Cabinet.

17. The Monitoring Officer is responsible for advising all members and employees
about who has authority to take a particular decision and recording those
decisions subsequently. This means that they play an important role in the
evidencing of the key parts of the Chief Finance Officer exercising their S151 roles
and responsibilities.

18. The monitoring officer (together with the Chief Finance Officer) is responsible
for advising Cabinet or Full Council about whether a decision is likely to be
considered contrary or not wholly in accordance with the budget. Actions that may
be ‘contrary to the budget’ include;

e initiating a new policy

e committing expenditure in future years to above the budget level

e causing the total expenditure financed from council tax, grants and
corporately held reserves to increase, or to increase by more than a
specified amount.

e Entering into a contract that doesn’t comply with the Contract Procedure
Rules within the Constitution.

The Chief Finance Officer

19. The Chief Finance Officer undertakes the duties of the Responsible Financial
Officer under S151 of the Local Government Act 1972 and has statutory duties in
relation to the financial administration and stewardship of the council. This
statutory responsibility cannot be overridden. The statutory duties arise from:


https://www.norwich.gov.uk/info/20189/finance_and_transparency/3995/corporate_governance

e Section 151 of the Local Government Act 1972

e The Local Government Finance Act 1988

e The Local Government and Housing Act 1989

e The Accounts and Audit Regulations 2015 as amended
e The Local Authorities Goods and Services Act 1970

e The Local Government Acts 2000 and 2003

e The Localism Act 2011

20. The Chief Finance Officer is responsible for:

(a) the proper administration of the council’s financial affairs, including all
arrangements concerning financial planning, financial control, accounting, taxation,
income, debt management, insurance, investments, banking, bonds, loans,
leading, borrowing, payment of creditors, salaries, as well as the oversight of any
related parties, wholly owned companies or partnerships.

(b) setting and monitoring compliance with financial management standards,
financial procedures and regulations including all relevant accounting standards
and professional best practice.

(c) advising on the corporate financial position and on the key financial controls
necessary to secure sound financial and risk management, ensuring that public
funds and assets are properly safeguarded and used economically, efficiently and
effectively.

(d) providing timely, relevant and reliable financial information that supports and
underpins effective strategic and operational decision making in support of
effective budget management and financial planning.

(e) ensuring that the financial system, that records the primary and other records
that facilitate effective financial management reporting and the production of the
statutory Statement of Accounts, is robust, reliable and resilient to effectively
support decision making, budget management, financial planning and statutory
reporting.

(f) preparing the Medium Term Financial Strategy, revenue budget, Housing
Revenue Account budget, and capital programme.

(g9) preparing and implementing the treasury management strategy, including
monitoring and reporting prudential indicators.

(h) preparing the council’s annual statement of accounts and governance
statement in accordance with the applicable codes of practice and legislative
requirements.

(i) Implementation and application of the treasury management strategy and
associated appropriate banking arrangements.



(j) maintaining an adequate and effective internal audit function and effective anti-
fraud and corruption strategy.

(k) ensuring that the Finance function is resourced and staffed appropriately to
support the delivery of the responsibilities listed above in a robust and professional
manner.

() participating within the Statutory Officers Group to ensure that, in conjunction
with the Head of Paid Service and the Monitoring Officer, that oversight of all
statutory responsibilities and implications can be considered operationally and
strategically, giving due consideration to the ‘Wednesbury’ rules which emphasise
the importance of ensuring that when developing policy all relevant matters are
properly considered. Specifically, the Chief Finance Officer has the authority to
withdraw a report or proposal for consideration by members if the financial
implications have not been fully explained or assessed.

(m) preparing the council’s risk management strategy and advising on the
management of strategic, financial and operational risks.

(n) advising on risks and financial implications associated with joint working,
external funding and trading opportunities including arms length companies.

21. The Chief Finance Officer is responsible for advising the Cabinet or council
about whether a decision is likely to be considered contrary or not wholly in
accordance with the Budget. Such actions include;

(a) initiating a new policy;
(b) committing expenditure in future years to above the Budget level;
(c) incurring interdepartmental transfers above virement limits;

(d) causing the total net expenditure financed from council tax, grants and
corporately held reserves to increase or to increase by more than a specified
amount beyond the approved budget.

22. Section 114 of the Local Government Finance Act 1988 requires the Chief
Finance Officer to report to the council, the Cabinet and external auditor if the
council or one of its employees: (a) has made, or is about to make, a decision
which involves incurring unlawful expenditure



(a) has made or is about to make a decision which involves or would involve the
authority incurring expenditure which is unlawful,

(b) has taken or is about to take a course of action which, if pursued to its
conclusion, would be unlawful and likely to cause a loss or deficiency on the part
of the authority, or

(c) is about to enter an item of account the entry of which is unlawful.

23. The Chief Finance Officer must also make a report under Section 114 if it
appears that the expenditure of the authority (including expenditure it is proposing
to incur) in a financial year is likely to exceed the resources (including sums
borrowed) available to meet that expenditure. The Chief Finance Officer will
consult so far as practicable with the authority’s Monitoring Officer in preparing this
report.

24. Section 114 of the 1988 Act also requires: (a) the Chief Finance Officer to
nominate a member of staff to deputise should they be unable to perform the
duties under section 114 personally who meets the following criteria;

(a) is a member of one or more of the bodies mentioned in section 113(3) of the
Local Government Finance Act 1988, or

(b)if no member of his staff is a member of one or more of those bodies, by such
member of his staff as is for the time being nominated by the chief finance officer
for the purposes of this section.

25. Section 114 of the Local Government Finance Act 1988 also requires the
council to provide the Chief Finance Officer with sufficient staff, accommodation
and other resources, including legal advice where this is necessary, to carry out
the duties under section 114.

Other financial accountabilities Include within/cross refer to the Financial
Procedures

Virement

26. The Chief Finance Officer is responsible for agreeing procedures for virement
of expenditure between budget headings. The Chief Finance Officer may approve
technical virements to make budget transfers where there is no underlying change
in the budget intention.

27. The Cabinet (with advice of the Chief Finance Officer) is responsible for
determining the use of balances to fund expenditure not covered elsewhere in the
Budget.

28. The Chief Finance Officer is responsible for approving any virements of
revenue budgets where it is for the release of earmarked sums from contingency
provisions.



29. The Chief Executive or the Chief Finance Officer (in consultation with the
leader or the Cabinet member for resources) may exercise the virement powers of
the Cabinet where a matter is urgent.

30. Fortuitous savings, or additional income, cannot be used for on-going
purposes or commitments. They may be used to support effective financial control
within the same financial year and as part of the overall balancing of the Council’s
budgets. They should be reflected and reported within the regular reporting of
financial performance and outturn forecasts to both Executive Directors and
Cabinet.

Earmarked Reserves Include within/cross refer to the Financial Procedures
31. The Cabinet is responsible for approving any new earmarked reserves.

32. The Chief Finance Officer is responsible for approving the release of
earmarked reserves where utilised in line with the intentions of the reserve when
created.

Guarantees

33. The Cabinet is responsible for approving any financial guarantees provided by
the Council to third parties. The Chief Finance Officer is authorised to provide
financial guarantees in relation to any entities wholly-owned by the council.

Treatment of year-end balances

34. The Chief Finance Officer is responsible for agreeing procedures for carrying
forward under- and overspendings on budget headings.

Accounting policies

35. The Chief Finance Officer is responsible for selecting accounting policies and
ensuring that they are applied consistently.

Accounting records and returns

36. The Chief Finance Officer is responsible for determining the accounting
procedures and records for the council.

The annual statement of accounts



37. The Chief Finance Officer is responsible for ensuring that the annual statement
of accounts is prepared in accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom based on International Financial Reporting
Standards. The Audit Committee is responsible for approving the annual statement
of accounts.

Financial planning

38. The Medium Term Financial Strategy and the annual budget of the Council
fulfil fundamental elements of effective financial management, statutory duties and
good governance. They provide a financial expression of the Council’s plans for
service delivery, as such they provide a key control in delivering value for money
and a touchstone for the effective monitoring and control of resources that are
fundamental to good financial management. They also underpin the delivery of
the statutory duty to set Council Tax for different bands annually, reflective of the
full assessment of the Council’s resources, including the Council Tax Base, the
Council Tax collection rate and other income streams including sales, fees and
charges, grants and National Non-Domestic Rates (NNDR). The information
provided within the annual budget, the Medium Term Financial Strategy and also
the Statement of Accounts, including the external audit opinion, provide the basis
for assessing the financial resilience of the Council and as such provide a
fundamental element of good governance.

39. Full Council is responsible for agreeing the Policy Framework and Budget,
which will be proposed by the Cabinet. In terms of financial planning, the key
elements are:

(a) the Medium Term Financial Strategy;

(b) the Budget;

(c) the Capital Programme

(d) the Treasury Management Strategy and Prudential Indicators.

40. It is unlawful for the Council to budget for a deficit, meaning that expenditure
proposed to be incurred in a financial year should not exceed the resources
available to it to meet that expenditure. Section 114 of the Local Government
Finance Act 1988 requires the Director of Finance (as Section 151 Officer/Chief
Finance Officer) to report to Full Council, Cabinet and the external auditor if the
council or one of its officers has made, or is about to make, a decision which
involves incurring unlawful expenditure (see the section above regarding the Chief
Financial Officer’s responsibilities for further details).

41. The overall annual budget requirement and capital programme is
recommended by the Cabinet and approved by Full Council. Executive Directors
and budget managers, in line with the approved Scheme of Delegation, are
subsequently authorised to incur expenditure in accordance with the estimates
that make up the budget.



42. The S151/Chief Finance Officer is statutorily required under Section 25 of the
Local Government Act 2003 to submit a statement on the following matters—

a) the robustness of the estimates made for the purposes of the calculations,
and
b) the adequacy of the proposed financial reserves.
The Council, by the same statute, shall have regard to the report when making
decisions about the calculations in connection with which it is made.

43. The budget report to the Full Council must include as a minimum the following
elements,

e Local Government Financial Settlement and Economic Context
e General Fund
o Medium Term Financial Strategy
o Annual Budget
e Housing Revenue Account Budget
e Capital Programme
o General Fund
o Housing Revenue Account
o Group Companies
e Treasury Management Strategy and Prudential Indicators
e Section 25 Chief Finance Officer's Statement
e Statutory Council Tax Resolution
e Equality Impact Assessment

Policy framework
Preparation of the Corporate Plan

44. The Head of Paid Service is responsible for proposing a Corporate Plan to the
Cabinet for consideration before its submission to the council for approval. The
annual budget and the Medium Term Financial Strategy should underpin the
delivery of the Corporate Plan and the Council’s statutory duties whilst ensuring
that the Council remains financially resilient in accordance with the Section 25
statement.

45. The annual budget, the Corporate Plan and the Corporate Risk Management
Strategy together provide the reference points when measuring and monitoring
performance and financial management through the course of the year. Good
governance and the effectiveness of internal controls should be reviewed
separately with reference to the Annual Governance Statement, the delivery of the
annual plan for internal audit and the external audit opinion and value for money
statement.

46. To enable informed and transparent decision making, all Cabinet, Cabinet
Member and Committee decision reports must incorporate a separate Finance
Impact section which will be prepared by the departmental finance team and
verified by the Director of Finance or their nominated deputies. The Director of
Finance will liaise with the Head of Paid Service and the Monitoring Officer to
agree the timescales required for finance officers to be able to fulfil this



responsibility as part of the overall planning to support the Forward Plan of
Council, Cabinet and Committees.

Budgeting
Preparation of the budget

47. The S151/Chief Finance Officer, with appropriate consultation and agreement
of Cabinet Members and the Executive Leadership Team, is responsible for
preparing a budget and accompanying Medium Term Financial Strategy, for a
minimum duration of three years, for formal consideration by the Cabinet. Cabinet
are required to agree a budget and accompanying Medium Term Financial
Strategy to recommend to Full Council.

The Cabinet shall, after considering the effect on the council's finances and any
directives from central government, submit to the Council:

a) recommended budgetary requirements;

b) recommended revenue estimates (incorporating any amendments):

(
(
(c) a report thereon,;
(d) the council tax base for the year;
(

e) a recommendation as to the council tax to be levied for the following financial
year,;

(f) the calculation of the non-domestic rating income.

48. The Council may amend the Budget or ask the Cabinet to reconsider it before
approving it.

49. The S151/Chief Finance Officer will develop and share internally annual
budget preparation guidance notes, including definition of roles and
responsibilities, potentially in the form of a RACI (Responsible, Accountable,
Consult & Inform) along with a timetable for the completion of key tasks. It is the
responsibility of the Head of Paid Service and the Executive Directors to ensure
that appropriate managers collaborate and submit information in a timely manner
to support the delivery of the budget timetable, reflecting the agreed Corporate
and service plans.

Preparation of the capital programme

50. The S151/Chief Finance Officer is responsible for ensuring that a five-year
rolling capital programme and capital strategy is prepared jointly with Executive
Directors. This must be submitted on an annual basis for consideration by Cabinet
before approval by Full Council.

51. The Council is required by the CIPFA Prudential Code for Capital Finance
(2017) to agree a capital strategy when developing the capital programme. The
capital strategy sets out the long-term context in which capital investment



decisions are made and the governance for those decisions. It supports the
development of a capital programme that is affordable, prudent, and sustainable
whilst giving due consideration to risk, reward and delivery of the council’s
business plan.

52. The S151/Chief Finance Officer is responsible for ensuring that all relevant
prudential indicators (as set out in the CIPFA Prudential Code for Capital Finance)
are taken account of within the capital programme. The Director of Finance is also
responsible for ensuring that the capital programme informs the treasury
management strategy and Minimum Revenue Provision policy.

Resource Allocation, monitoring and control of the revenue budget and
capital programme

53. The Chief Finance Officer is responsible for developing and maintaining a
resource allocation process that ensures due consideration of the council’s Policy
Framework. The resource allocation process should have regard to the Corporate
Plan, recognising the aspiration that the budget should be the financial expression
of plans to deliver the service priorities and statutory duties of the Council.

54. The Chief Finance Officer is responsible for providing appropriate financial
information to enable budgets to be monitored effectively, including a budget
management timetable for each financial year. Executive Directors are authorised
to implement their service spending plans in accordance with the
recommendations of the budget report and the council's Contract Standing Orders,
Financial Regulations, relevant Schemes of Delegation and to undertake any
further consultation required (including the Equalities Impact Assessment).
Executive Directors and any managers exercising delegated powers must monitor
and control expenditure and income against budget allocations and report in
accordance with any guidance and systematic processes proscribed by the
S151/Chief Finance Officer. the S151/Chief Finance Officer will collate, analyse
and critically review all reports from Executive Directors and managers in order to
report to the Executive Leadership Team and Cabinet on the overall forecast
outturn position on a quarterly basis, accompanied by relevant insights,
observations and recommendations for action as appropriate.

55. It is the responsibility of the Head of Paid Service and the Executive
Leadership Team to ensure that recommended and approved actions to control
expenditure are implemented in a timely manner.

Maintenance and use of reserves

56. It is the responsibility of the Chief Finance Officer to advise the Cabinet and
Full Council on prudent levels of reserves for the council. This advice should be
reflected in both the Treasury Management Strategy and the Section 25 Statement
made by the S151/Chief Finance Officer as part of the annual budget setting.



57. The use of reserves must be clearly reflected within the financial implications
section of the appropriate decision report.

58. Authorisation of the use of earmarked reserves can be delegated to the
S151/Chief Finance Officer in line with the purpose of the earmarked reserve.

59. The use of unearmarked reserves must be authorised by the S151/Chief
Finance Officer in consultation with the Head of Paid Service and the Cabinet
Member for Resources and clearly reflected within the financial implications of the
decision making report.

Financial Systems and Internal Controls

. The S151/Chief Finance Officer, as part of their statutory duty under Section 151
of the Local Government Act 1972, is responsible for making arrangements for the
proper administration of their financial affairs. This includes ensuring that the
financial systems and internal controls are appropriate and adequate in
underpinning the timely, relevant and reliable reporting and management of
financial transactions and the accounts of the Council.

60. These systems and internal controls may be implemented via a variety of
approaches, increasingly including the use of IT and technology but not
exclusively. These systems and internal controls together provide assurance
around the governance and financial resilience of the Council’s financial
management. The Annual Governance Statement, produced in conjunction with
the Monitoring Officer, provides an annual review of these arrangements and
consequently also acts as a key control itself.

61. The Council utilises an Enterprise Resource Planning (ERP) system that
maintains an electronic record of the Council’s financial transactions and budgets,
in turn supporting the payroll, budget setting, resource allocation process,
production of the budget management reports, the production of the Statement of
Accounts and the audit of the Council’s financial records and systems. The ERP
also supports the delivery of procurement and human resources services. The
ERP system consequently represents a business critical system, which the
S151/Chief Finance Officer depends upon to ensure the proper administration of
financial affairs. The S151/Chief Finance Officer is responsible therefore, in
conjunction with the Executive Director of Resources, for the appropriate
resourcing and support to maintain and develop the ERP.

Risk management

62. The Audit Committee is responsible for approving and reviewing the council’s
risk management strategy and for reviewing the effectiveness of risk management.
The Cabinet is responsible for ensuring that proper insurance exists where
appropriate.

63. The S151/Chief Finance Officer is responsible for preparing the council’s risk
management strategy, for implementing it throughout the council and for advising
the Cabinet on proper insurance cover.



64. Directors, managers and staff, through their departmental management teams,
are responsible for identifying, assessing and taking action to manage risks and
monitor, review and escalate these as necessary. SLT is responsible for reviewing
and corporate risks and the risk management strategy statement.

65. The risk management strategy will identify those risks that are corporate in
nature, which in turn will be reported upon to the Audit Committee and Cabinet on
a quarterly basis.

66. Insurance cover protects the Council from financial claims arising from
unforeseen events such as damage to property or injury to employees or the
public. The Director of Finance is responsible for ensuring that proper insurance
provision, including both self-insurance and/or the procurement of commercial
insurance products, is made where appropriate and for negotiating claims with
insurers.

67. Executive Directors must advise the S151/Chief Finance Officer of any change
to their activities and any loss, liability or damage arising.

Internal control

68. Internal control refers to the systems of control devised by management to
help ensure that the council’s objectives are achieved in a manner that promotes
economic, efficient and effective use of resources and that the council’s assets
and interests are safeguarded.

69. The Chief Finance Officer is responsible for advising on effective systems of
internal control. These arrangements need to ensure compliance with all
applicable statutes and regulations, and other relevant statements of best practice.
They should ensure that public funds are properly safeguarded and used
economically, efficiently, and in accordance with the statutory and other authorities
that govern their use.

Audit requirements

70. The Accounts and Audit Regulations 2015 require every local authority to
maintain an adequate and effective internal audit of its accounting records and of
its system of internal control in accordance with the proper practices in relation to
internal control.

71. The Local Audit and Accountability Act 2014 requires relevant authorities to
appoint a local auditor to audit its accounts for a financial year and allows the
Public Sector Audit Appointments (PSAA) to appoint an auditor to relevant local
government bodies that opt into its national scheme.

72. The Code of Audit Practice (Code of Audit Practice - National Audit Office
(NAQ)) is prepared and maintained by the National Audit Office and sets out what
local auditors are required to do to fulfil their statutory responsibilities including
work on both the financial statements and value for money arrangements.

73. The council may, from time to time, be subject to audit, inspection or
investigation by external bodies such as HM Revenue and Customs, who have
statutory rights of access.


https://www.nao.org.uk/code-audit-practice/
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74. The Head of Internal Audit will provide an opinion on the effectiveness of the
internal control environment to the Audit Committee on an annual basis.

75. The internal audit function shall have sufficient independence in order to
enable them to perform their duties in a manner which will allow their professional
judgement and recommendations to be effective and impartial. This shall include
the right to report directly to the Monitoring Officer or the Cabinet in appropriate
circumstances.

Preventing fraud and corruption

76. The S151/Chief Finance Officer is responsible for the development and
maintenance of an anti-fraud and anti-corruption policy and reporting suspicious
transactions to the appropriate enforcement agency.

77. It is the responsibility of the Head of Paid Service and Executive Directors to
maintain the internal control systems and to ensure that the council’s resources
are properly applied in the manner and on the activities intended, including the
prevention and detection of fraud and other illegal acts.

Treasury management and banking

78. The council must have regard to the CIPFA Code of Practice for Treasury
Management in the Public Services.

79. The Cabinet is responsible for approving the treasury management policy
statement. The Chief Finance Officer has delegated responsibility for implementing
and monitoring the statement.

80. The Council is responsible for approving a treasury management strategy for
the coming financial year at or before the start of each financial year. The strategy
is proposed by the Cabinet on the advice of the Chief Finance Officer.

81. All Executive decisions on borrowing, investment or financing shall be
delegated to the Chief Finance Officer, who is required to act in accordance with
CIPFA’s Code of Practice for Treasury Management in the Public Services. Should
the Chief Finance Officer wish to depart in any material respect from the main
principles of the code of practice, the reasons should in the first instance be
disclosed in a report to the Cabinet.

82. The Chief Finance Officer is responsible for reporting to the Cabinet and
Council on the activities of the treasury management operation and on the
exercise of their delegated treasury management powers. These reports will
include an annual report on treasury management for presentation to the council
by 30 September of the succeeding financial year and a mid-year review.

83. The Chief Finance Officer is responsible for the opening and closing of bank
accounts in the name of the council. All cheques drawn on the council’s bank
accounts shall bear the facsimile signature of the Chief Finance Officer or be
signed by the Chief Finance Officer, or such other employee as may be authorised
from time to time under the scheme of delegation of the council.

84. All cheques drawn for an amount in excess of £2,500 that bear the facsimile
signature of the Chief Finance Officer, shall also be countersigned by one of the



employees authorised from time to time under the scheme of delegation of the
council.

Staffing

85. The Head of Paid Service is responsible for providing overall management to
staff. They are also responsible for ensuring that there is proper use of the
evaluation or other agreed systems for determining the remuneration of a post.

86. The Chief Financial Officer is responsible for ensuring that appropriate
budgetary provision is made to meet the costs arising in accordance with both the
staffing establishment of the council and mandatory requirements relating to tax,
welfare benefits and pension commitments, ensuring compliance with all relevant
legislation, associated regulations and contractual undertakings.

87. Executive Directors are responsible for ensuring that additional posts are not
established without appropriate approvals and that effective control is maintained
over staff and related expenditure, including but not limited to training, overtime
and agency staff.

Financial systems and procedures

88. Sound systems and procedures are essential to an effective framework of
financial accountability, planning and control. The Chief Finance Officer is
responsible for the operation of the council’s accounting systems, the form of
accounts and the supporting financial records. Any changes proposed to be made
to the existing financial systems or the establishment of new systems must be
approved by the Chief Finance Officer before they are implemented.

89. Executive Directors are responsible for the proper operation of financial
processes and procedures as set out and updated by the Chief Financial Officer.

90. The Chief Financial Officer in conjunction with the Head of Paid Service shall
ensure that staff receive relevant financial management and procedural training
that has been approved by the Chief Finance Officer.

91. The Director of Finance has a professional responsibility to ensure that the
financial systems are sound providing timely, relevant and reliable records of
financial activity undertaken by the Council.

Key controls
The key controls for systems and procedures are:

* basic data exists to enable the council’s objectives, targets, budgets and
plans to be formulated

« performance is communicated to the appropriate managers on an accurate,
complete and timely basis

» early warning is provided of deviations from target, plans and budgets that
require management attention

* operating systems and procedures are secure.

92. Executive Directors are responsible for ensuring compliance with all
requirements set out within the Financial Procedures of the Council, including the



accurate and timely recording of financial transactions and the retention of all
prime records and audit trails necessary to support the veracity of the financial
records and the associated annual Statement of Accounts. In addition, Executive
Directors are responsible for maintaining appropriate control over budgets and
resources allocated to their responsibility and accountability under the Scheme of
Delegation.

Income and expenditure

93. It is the responsibility of Executive Directors to ensure that a proper scheme of
delegation (operational arrangements) has been established within their area and
is operating effectively. The operational arrangements should identify staff
authorised to act on the manager’s behalf, or on behalf of the Cabinet, in respect
of committing expenditure, payments and income collection, together with the
limits of their authority.

94. The key controls for income are:

« all income due is identified and charged correctly, in accordance with an
approved charging policy, which is regularly reviewed

« all income is collected from the correct person, at the right time, using the
correct procedures

* money received by an employee on behalf of the council is paid without
delay to council’s bank account, and properly recorded. The
responsibility for cash collection should be separated from that:

« for identifying the amount due

« for reconciling the amount due to the amount received

+ effective action is taken to pursue non-payment within defined timescales
+ formal approval for debt write-off is obtained

» appropriate write-off action is taken within defined timescales

« appropriate accounting adjustments are made following write-off action

« all appropriate income documents are retained and stored for the defined
period in accordance with the document retention schedule

* money collected and deposited is reconciled to the bank account by a
person who is not involved in the collection or banking process.

* Acting at all times in accordance with the policies and procedures
established by the Chief Financial Officer to ensure effective income
management and recovery.

95. Executive Directors in conjunction with the Chief Financial Officer are
responsible for annually reviewing charging policies and the level of charges to be
levied, as part of the annual budget setting process.

96. The Chief Finance Officer is responsible for approving procedures for writing
off debts as part of the overall control framework of accountability and control.



97. The Chief Financial Officer is responsible for establishing appropriate
arrangements for the collection of all income due and to approve the procedures,
systems and documentation for its collection.

98. Public money should be spent with demonstrable probity and in accordance
with the council’s policies. The council has a statutory duty to achieve best value in
part through economy and efficiency. The council’s procedures help to ensure that
services obtain value for money from their purchasing arrangements. These
procedures should be read in conjunction with the contracts standing orders and
procurement procedures and the council’s constitution.

99. Every officer and member has a responsibility to declare any links or personal
interests that they may have with purchasers, suppliers and/or contractors if they
are engaged in contractual or purchasing decisions, in accordance with
appropriate codes of conduct.

100. Purchase orders must be issued for all work, goods or services to be
supplied to the council in accordance with the Council's No Purchase Order, No
Pay policy and procedures.

Payments to employees and members

101. The Chief Finance Officer is responsible for approving the system of
payments of salaries and wages to all staff, including payments for overtime, and
for payment of allowances to members.

Taxation

102. The Chief Finance Officer is responsible for advising the Head of Paid
Service, in the light of guidance issued by appropriate bodies and relevant
legislation as it applies, on all taxation issues that affect the council.

103. The Chief Finance Officer is responsible for maintaining the council’s tax
records, making all tax payments, receiving tax credits and submitting tax returns
by their due date.

Trading accounts/business units

104. It is the responsibility of the Chief Finance Officer to advise on the
establishment and operation of trading accounts and business units.

Partnerships

105. The Cabinet can delegate functions, including those relating to partnerships,
in accordance with the scheme of delegation set out in the Constitution. Where
functions are delegated, the Cabinet remains accountable for them to the council.

106. Representation of the council on partnership and external bodies will be
decided in accordance with the scheme of delegation.

107. The Chief Finance Officer must ensure that the accounting arrangements to
be adopted relating to partnerships and joint ventures are satisfactory and in
compliance with the Constitution and Financial Regulations of the Council,
including the verification of third party identities.



108. The Head of Paid Service is responsible for ensuring that appropriate
approvals are obtained before any negotiations are concluded in relation to work
with external bodies.

External funding

109. The Chief Finance Officer is responsible for ensuring that all funding notified
by external bodies is received and properly recorded in the council’s accounts.

110. Key controls are

» to ensure that key conditions of funding and any statutory requirements
are complied with and that the responsibilities of the accountable body are
clearly understood

+ to ensure that funds are acquired only to meet the priorities approved in
the policy framework by the Full Council

» to ensure that any match-funding requirements are given due
consideration prior to entering into long-term agreements and that future
revenue budgets reflect these require

Work for third parties

111. The Cabinet is responsible for approving the contractual arrangements for
any work for third parties or external bodies unless this is delegated to an officer.

Financial procedures

112. The detailed financial procedures set out how the Financial Regulations shall
be implemented.
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