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Care and Social Services Inspectorate Wales

3.3.21  Annual Council Performance Evaluation Report 2014/15 - The CSSIW Annual
Performance Report 2014/15 was reported to the Children & Young People
Scrutiny Committee on 21% December 2015. Although not in relation to 2015/16,
this is the latest published report for this regulator (Link to document).

Working in collaboration

3.3.22 In the current austere climate within which the Council operates, the potential
benefits of working collaboratively with partners could be an avenue by which the
Council continues to provide quality services to its citizens. In March 2015, a new
way of working with partner organisations, the voluntary sector and community
groups was launched called 'RCT Together'. The approach set out a new way of
engaging with the community on the challenges of public service delivery, and
working with communities and the voluntary sector to explore alternative models
of service delivery for maintaining services and facilities.

3.3.23 During 2015/16, the approach delivered a number of ‘transfers’, for example,
Maerdy Library to a community group, 'Friends of Ferndale', who transformed
their facility into a Community Hub; the Muni Arts Centre in Pontypridd, which is
now run through a community enterprise; and Abercynon Paddling Pool. Case
studies of the approach are available here: Case studies.

3.3.24 The processes linked to 'RCT Together' have been refined during the year to
help ensure they remain fit for purpose. This has included launching a
‘Community Enabling Fund’ that allowed community groups to access up to
£10,000 of grant funding linked to service or asset transfer. A Voluntary Sector
Liaison Steering Group was also established, Chaired by an RCT Cabinet
Member, and made up of representatives of the voluntary sector that provide
support to community groups and third sector organisations e.g. Interlink RCT,
Coalfields Regeneration Trust.

RECOMMENDATION

The Council should build on the positive work undertaken through RCT Together
by evaluating the impact of its work to date, including specific engagement with
those groups that are now delivering services / activities from facilities previously
operated by the Council.

3.3.25 During 2015/16 the Council also worked in partnership with a number of
organisations to deliver services, for example, Central South Consortium Joint
Education Service and the Cwm Taf Safeguarding Board. In addition, the Cwm
Taf Multi Agency Safeguarding Hub was launched in May 2015, the Welsh
Government Intermediate Care Fund has led to a number of joint health and
social care projects and a Joint Commissioning Statement for Older People's
Services 2015-25, produced in collaboration with Merthyr Tydfil Council, Cwm
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Taf University Health Board and the third sector. The Vale, Valleys and Cardiff
Regional Adoption Collaborative was also launched in June 2015.

34 Members and officers working together to achieve a common purpose with
clearly defined functions and roles

3.4.1 The Council’'s Constitution was adopted in May 2002 and sets out how it should
operate how decisions need to be made and the procedures to be followed to
ensure they are efficient, transparent and available to local people. Since that
time, amendments have been made with the aim of ensuring the document
remains fit for purpose.

3.4.2 An overview is provided in Part 1 of the Constitution (Summary and Explanation)
and Part 2 (Articles of the Constitution) explain the rights of citizens and how key
parts of the Constitution operate including the roles and responsibilities of
Council, the Executive, the Overview and Scrutiny Committee, the Scrutiny
Committees, Regulatory Committees (Planning & Licensing), Democratic
Services Committee; and the roles and responsibilities of senior officers,
specifically the Head of Paid Service (Chief Executive), Chief Finance Officer
(Group Director Corporate & Frontline Services) and Monitoring Officer (the
Director of Legal and Democratic Services).

3.4.3 Terms of reference are in place for Council, Standing Committees and other
committees, these are updated as and when appropriate.

3.4.4 Forward work programmes for Cabinet, Overview and Scrutiny Committee and
Scrutiny Committees are available on the Council’s internet site. However, at the
Overview and Scrutiny Committee of the 29™ July 2015, the Committee
expressed that it was difficult to fully and effectively plan due to items considered
by Cabinet not always being published in advance in a work programme. As a
result the Cabinet Member for Council Business attended the Overview and
Scrutiny Committee of the 18" November 2015 to acknowledge Scrutiny’s
concerns and, with the support of the Council Leader, provided assurance that
improvements would be made to Cabinet work programming (to amongst other
things support the engagement of scrutiny). Potential items for future
consideration are now included in Cabinet Reports with the aim of informing pre-
scrutiny. For 2016/17, status updates on the development of Executive business
will be made available on the Council’s website.

3.4.5 The Council’'s Chief Executive (as Head of Paid Service) leads the Council’s
officers and chairs the Council’s Senior Leadership Team. The Council’s Chief
Executive retired in September 2015 and an interim Chief Executive is currently
in post.

3.4.6 During 2015/16 and in accordance with best practice, the statutory role of
Section 151 officer within Rhondda Cynon Taf County Borough Council (Chief
Financial Officer) complied with the principles outlined in the CIPFA document
‘The Role of the Chief Financial Officer’ as follows:
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1 is a key member of the Leadership Team, helping it to develop and
implement strategy and to resource and deliver the organisation’s strategic
objectives sustainably and in the public interest;

2 is actively involved in, and able to bring influence to bear on, all material
business decisions to ensure immediate and longer term implications,
opportunities and risks are fully considered, and alignment with the
organisation’s financial strategy,; and

3 leads the promotion and delivery by the whole organisation of good financial
management so that public money is safeguarded at all times and used
appropriately, economically, efficiently and effectively.

To deliver these responsibilities the Chief Financial Officer:

4. leads and directs a finance function that is resourced to be fit for purpose;
and
5 is professionally qualified and suitably experienced.

3.4.7 At an officer level, a scheme of delegation framework was in place setting out the
levels of authority assigned to pre-determined posts. Up dates to the General
Scheme of Dele%ation of Executive and Non-Executive Functions was reported
to Cabinet on 17" March 2016. The Council will need to ensure that appropriate
support and guidance is in place for officers and elected Members as part
implementing the up dated arrangements.

Effective communication between elected Councillors and officers

3.4.8 A protocol is in place, ‘Protocol for Member/Officer Relations’ to promote the
effective communication between elected Councillors and officers. More
specifically, an elected Councillor continued to have designated responsibility to
review, in consultation with the Council’s Director of Financial Services, each
quarterly Performance Report and summarise financial and operational
performance results, areas of positive performance and also where
improvements were required. A revised format was introduced for the year,
following consultation with the Finance and Performance Scrutiny Committee,
that aimed to further improve and help elected Councillors focus on the most
important issues at each meeting. Full copies of quarterly Performance Reports
were also made available via the website.

Terms and conditions of elected councillors and officers

3.4.9 Every elected Councillor has signed up to his/her individual Role Description
which is published on the Council’'s website and inserted into the Constitution
(Part 8). Rhondda Cynon Taff County Borough Council is required to agree,
publish and maintain an annual Schedule of Member Remuneration, which sets
out details of the specific payments that it intends to make to Elected Members
and Co-opted Members in accordance with the levels of remuneration and
allowances determined by the Independent Remuneration Panel for Wales.
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3.4.10 The Schedule of Member Remuneration provides details of the remuneration of
Councillors through the payment of a Basic, Senior or Civic Salary and fees
which are payable to statutory Co-opted Members. The Schedule of Member
Remuneration also provides details of the Care, Travel and Subsistence
Allowances which are payable to Councillors and statutory Co-opted Members.

3.4.11 The details of all remuneration and allowances paid annually by the Council to
each Councillor and Co-opted Member are published on the Council's Internet
site following the end of each financial year and in any event by 30 September.

3.4.12 Employees have contracts of employment and competency based job
descriptions which set out grade, roles and responsibilities. The Human
Resources Service oversees terms and conditions of employment and the
Council has a suite of policies and procedures that are available on the internal
Intranet for officers to access.

3.4.13 In line with the Accounts and Audit (Wales) Regulations 2014, local authorities
must disclose in their accounts the number of employees whose remuneration in
the year fell in each bracket of a scale in multiples of £5,000 commencing at
£60,000 (excluding employer pension contributions). This requirement has been
met within the Council’s draft Statement of Accounts for 2015/16.

School Governors

3.4.14 The roles and responsibilities of all school governors in Wales are formulated
and determined by Welsh Government legislation, namely the Government of
Maintained Schools (Wales) Regulations 2005. This legislation determines, for
example, the structure of a governing body, the limit of responsibility of a
governing body and the legal framework in which it must operate. This legislation
is summarised for all governors in a widely distributed Welsh Government
publication titled ‘The Governors Guide to the Law’.

3.4.15 The Council offers a Service Level Agreement for governor support services and
Primary and Special schools have bought in to this service (albeit at different
levels). Governor Support also provides a comprehensive training programme for
all school governors covering a wide range of topics including Safeguarding,
Attendance, HR matters and Finance. The training programme also includes the
mandatory training required by Welsh Government in respect of governor
induction, data and Chairperson training. The Council also provides mandatory
training for Clerks to Governing Bodies who are not serving members of the
Governor Support Service (a provision for Secondary schools).

3.4.16 If any governing body is not acting in accordance with the legislative framework
or there are concerns with the way in which a school is being managed, the
Council has powers of intervention under part 2 of the School Standards and
Organisation (Wales) Act 2013. If such concerns are identified, the Headteacher
and governing body will, in the first instance, be sent a warning notice outlining
the grounds for possible intervention and what action is required to address the
concerns raised within a set time period. If the issues raised are not resolved to
the satisfaction of the Council, then consideration is given to the sanctions
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available, which include the ability of the Council to appoint additional governors,
to constitute a new governing body of interim executive members or to suspend
the right to a delegated budget.

35 Promoting values for the authority and demonstrating the values of good
governance through upholding high standards of conduct and behaviour

3.5.1 Good governance flows from a shared ethos and culture, as well as from
systems and structures. As a public body, Rhondda Cynon Taf County Borough
Council expects all representatives (i.e. Members and Officers) to conduct their
duties with the highest levels of honesty and integrity. Policies underpin the
culture in place.

3.5.2 The Council has a series of codes, protocols and policies in place including:

Codes and Protocols
e Members’ Code of Conduct
e Protocol Standard of Conduct expected by members
o Officers’ — ‘Basic Rules’ Booklet
e Protocol for Member/Officer Relations
Policies & Procedures
Financial Procedure Rules
Contract Procedure Rules
Financial Management of Schools
Human Resources policies
Anti-Fraud, Bribery & Corruption Policy and Procedure
Whistleblowing Policy & Procedure
Gifts and Hospitality Policy

3.5.3 Where Members and/or Officers do not undertake their duties in accordance with
the expected standards then governance arrangements are in place within the
Council to manage this process in an equitable, fair and transparent manner.

Defined standards of behaviour for elected councillors

3.54 A Members’ code of conduct is in place setting out the standards that are
expected by elected Councillors in fulfilling their roles. All elected Councillors
signed up to the code following the local government elections in May 2012.

3.5.5 In addition, a ‘Standard of Conduct Expected by Members’ is in place, setting out
the expected conduct of elected Councillors when dealing with each other. The
Terms of Reference for the Council’'s Standards Committee has a key
responsibility in ensuring that Councillors have undergone the necessary Code of
Conduct training, this is also monitored by the Democratic Services Committee.

Defined standards of behaviour for officers

3.5.6 The Council has a number of recruitment and selection Policies in place that
help to ensure that new recruits have the integrity and ethical values of the
organisation and also the competencies to undertake the duties required of
them.
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3.5.7 Each new recruit is provided with the ‘Basic Rules — A Guide for Employees’
booklet that gives each employee information in relation to (amongst other
things) expected behaviour, use of social media, appearance and attendance.
The expectations of each employee are set out from the outset.

Procedures for monitoring compliance with the Gifts & Hospitality Policy

3.5.8 A qifts and hospitality register is maintained by the Director of Legal and
Democratic Services for elected Councillors and by each Group Director at an
officer level.

Customer Care Charter

3.5.9 The Council has a Customer Care Charter in place that sets out the standards
the Council seeks to achieve when providing a response to customers on a day
to day basis through its key customer access arrangements. The Charter
includes key aims and also includes a suite of measurable ‘Service Standards’
by which customers can assess the Council in terms of the service it has
delivered (contact can be made either via face-to-face, telephone and/or website
access channels).

3.5.10 Compliments received are acknowledged and brought to the attention of the
manager and staff member(s) concerned. Comments received should be
acknowledged and once evaluated, used to improve service delivery (if possible).

3.5.11 Beyond this a separate Complaints & Concerns Policy is co-ordinated by Legal
Services. The Policy sets out the protocols in place when the Council receives
and investigates any complaint made against its officers. Complaints are dealt
with in two stages. In the event that the customer is dissatisfied, customers are
advised to refer the matter to the Public Services Ombudsman for Wales. During
2015/16 one case was investigated (no maladministration found and the case
was closed by the Ombudsman) and 15 were referred back to the Council by the
Ombudsman.

3.5.12 The Council’'s Complaints & Concerns Policy does not apply to complaints
relating to Social Services. These are dealt with separately by the
Representation and Complaints Unit (within the Community and Children’s
Services Group) and provide an opportunity for service users and carers to:

e Make complaints, comments and representations about the nature, quality,
availability or delivery of a service;

e Suggest improvements; and

e Challenge decisions.

3.5.13 There are separate sets of regulations for services to children and adults. The
Representations and Complaints Unit policy reflects the key themes and
principles contained in the Social Services Complaints Procedure (Wales) 2014.

3.5.14 The Social Services Annual Complaints Report 2014/15 was presented to
Cabinet on 24" September 2015. The annual report outlines some of the lessons
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learned as a result of stage one complaints and the practice recommendations
arising from stage two complaints. Implementation of the recommendations is
monitored by the Complaints Team.

3.5.15 The conclusion from the annual report was that:
‘Social Services continue to provide a robust and effective complaints procedure
in line with the statutory requirements. Complaints are seen as providing
valuable customer feedback, with the information from complaints providing
valuable lessons learnt when planning and improving services to meet the needs
of our customers.’

3.5.16 In addition to the annual report, the Representations & Complaints Unit provides
the Corporate Parenting Board with quarterly reports that provide a summary of
complaints and compliments received within Children’s Services. The information
contained within these quarterly reports is not presented to the Community &
Children’s Services Scrutiny Committee. They provide timely information that
could, if presented, allow scrutiny members to analyse and increase challenge in
terms of requesting what actions have been taken to address any issues raised
(if appropriate).

3.5.17 No quarterly update, providing information relating to Adults Services is provided
/ reported to any forum at present, however complaint reporting will feed in to a
wider ‘Quality Assurance Framework’ during 2016/17 which will identify priority
areas for improvement across Adult’s and Children’s Services.

3.6 Making informed and transparent decisions which are subject to effective
scrutiny and manaqing risk

3.6.1 The Council's Constitution sets out how the Council must operate and the
process for policy and decision-making.

3.6.2 Full Council is made up of seventy five elected Councillors. The Cabinet consists
of nine elected Councillors:
e A Leader
e A Deputy Leader
e Seven Cabinet members

3.6.3 Full Council is required by law to approve, amongst other things, the Council’s
annual revenue budget, capital programme, annual Treasury Management
Strategy and the formal Council Tax resolutions each year — these being
reported to and approved by Council during February and March 2015 in
readiness for the 2015/16 financial year. Other decisions are the responsibility of
the Executive (Cabinet). Cabinet meetings are open to the public except where
items are exempt under the Access to Information Procedure Rules.

3.6.4 At the Council’s Annual General Meeting held on 20" May 2015, a report was
presented entitled ‘Proposed Scrutiny Structure’. The report provided Members
with a proposed Scrutiny Committee Structure that intended to support the
Council in developing a more outcome focussed approach to its scrutiny
arrangements. The proposed scrutiny structure was as follows:
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e Overview and Scrutiny Committee;

e Finance and Performance Scrutiny Committee;

e Public Service Delivery, Communities and Prosperity (and Crime and
Disorder);

e Children and Young People; and

¢ Health and Well-Being.

3.6.5 The report concluded:
“The Council has a well established scrutiny structure that has supported its
scrutiny function in making positive contributions to service delivery over a
number of years.

More recently, the changing financial and legislative environment together with
external reviews of scrutiny arrangements across public services in Wales are
providing a clear driver for local government to improve its approach in this area.

Rhondda Cynon Taf acknowledges this, has recognised where it needs to
improve and is in the process of addressing a number of these areas.

The proposed revision to the Scrutiny Structure whilst only one element of a
larger programme of work, will provide a sound platform to support the Council in
developing a more outcome focussed approach to its scrutiny arrangements and
at the same time enable the continuation of a rigorous approach to scrutiny.”

3.6.6 Since this time, each Scrutiny Committee has undertaken a review of its work
during 2015/16; this has culminated in a draft ‘Overview and Scrutinx Draft
Annual Report for 2015/16’ being prepared and presented to the 20" April 2016
Overview and Scrutiny Committee. The Committee provided comments on the
draft document that included the need to prepare an Executive Summary and
explore more customer / user feedback in their work during 2016/17. It was
agreed that this information be added to the final version that is to be reported to
the Council’s Annual General Meeting in May 2016.

Develop and maintain open and effective mechanisms for documenting evidence
for decisions

3.6.7 All committee agendas and reports were made public on the Council’s internet
site 5 working days prior to the meeting (excluding special / extraordinary
meetings).

3.6.8 Where decisions were taken by Council and / or Cabinet throughout 2015/16,
these have been based on written reports that set out key information (including
Equality Impact Assessments where appropriate, and financial and legal
implications) and options for elected Councillors to consider. The meetings were
open to the public except for those exempt under the Access to Information
Procedure Rules. Where decisions were made, Decision Notices were published
on the Council’s internet site.
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Develop and maintain an effective scrutiny function which encourages
constructive challenge

3.6.9 The Council’s Constitution allows a decision made by the Cabinet or a
Committee of the Cabinet to come into force and may then be implemented on
the expiry of 5 clear working days following publication of the decision unless any
3 Scrutiny Members (from at least 2 political groups) object to the decision.
Following receipt by the Monitoring Officer of the Call-in form duly signed by the
3 Scrutiny Members setting out the reason for the call-in, the appropriate
Scrutiny Chair is informed and he/she shall convene a meeting of the Overview
and Scrutiny Committee or relevant Scrutiny Committee on such a date as
he/she may determine and the meeting will be held within 5 clear working days of
the decision to call-in.

3.6.10 There may be occasions, in exceptional/reasonable circumstances, whereby a
decision of the Cabinet or a Committee of the Cabinet is considered urgent and
not to be the subject of any call-in. In such instances, the reasons are set out in
the Decision Notice and signed by the Proper Officer and also the Mayor.

3.6.11  For the 2015/16 financial year, there was 1 call-in:

¢ Home to School Transport: Maintaining the Existing Service but Reducing
the Subsidy for Discretionary Travel — a Public Consultation on a Proposed
New Policy

oConsidered by the Overview and Scrutiny Committee on the 27th May
2015, the outcome of which was not to refer the matter back to Cabinet
for reconsideration.

oOn the 16™ March 2016, ‘A Record or urgent decision of the Leader of the
Council’ set out that due to stronger progress made in delivering
efficiencies; a better than forecast settlement from the Welsh
Government; and less challenging forecasts of future settlements, the
Council now has greater financial flexibility. As a result, the Leader in
consultation with Cabinet and the Senior Leadership Team, took the
decision to overturn the decision taken by Cabinet on g™ September
2015 (Link to document).

3.6.12 The Overview and Scrutiny Committee and the scrutiny committees, scrutinised
areas as set out in their agreed work programmes for the year 2015/16.

3.6.13 A draft Overview and Scrutiny Draft Annual Report for 2015/16°, summarising
the work undertaken during 2015/16, was reported to the Overview and Scrutiny
Committee on 20™ April 2016.

Develop and maintain an effective Audit Committee

3.6.14 Revisions were made to the membership of Audit Committee in line with the
Local Government (Wales) Measure 2011 during 2012 which resulted in the
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appointment of a layperson to the committee who was subsequently appointed
as Chairperson. This arrangement remained in place during 2015/16. A workplan
was developed in consultation with the Chairperson of Audit Committee that
aimed to assist the Audit Committee in discharging its responsibilities. The
Council’'s Audit Committee met on 7 occasions during 2015/16.

Arrangements to safequard elected councillors against conflicts of interest

3.6.15 For all committee meetings held, a standard agenda item for each meeting is
‘Declarations of Interest’, whereby members of the committee declare any
personal interests in accordance with the code of conduct.

Embedding risk management into the culture of the Council

3.6.16 The Council has in place a range of processes and procedures to identify,
manage and mitigate risk as far as is reasonably practicable in the delivery of its
services. These include asset, financial, human resource and performance
management arrangements together with an Internal Audit function.

3.6.17 The Council's Risk Management Strategy sets out the overall purpose and
framework of risk management within the Council. It provides an overview of the
regulatory requirements and also describes the Council’'s approach to risk
management — it provides a clear distinction between strategic and operation
risks. Strategic risks are those risks that could impact on the Council’s ability to
deliver its priorities. Operational risks are those which could impact on a services’
ability to achieve objectives set out within Business / Delivery Plans.

3.6.18 Strategic risks are now embedded into the reporting arrangements of quarterly
performance reports and detailed quarterly updates are received from risk
owners to provide an overview of the work that has taken place during the
quarter to manage the risks along with a review of the risk ratings. At this stage
the identification of any new or emerging risks is discussed.

3.6.19 The consideration of strategic risks in parallel with performance is considered a
positive step forward; however, given the comprehensive nature of the quarterly
Performance Report, the Council should re-assess where and how the reporting
of risk will have the most impact.

RECOMMENDATION

The consideration of strategic risks in parallel with performance is a positive step
taken by the Council. However, the comprehensive nature of the Council’s
quarterly Performance Report may result in key messages around strategic risks
being missed. Therefore, the Council should re-consider where and how
strategic risks are reported to ensure they have appropriate coverage and
scrutiny.
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37 Developing the capacity and capability of members and officers to be
effective

3.7.1 The Council aims to ensure that Members and employees of the Council have
the skills, knowledge and capacity they need to discharge their responsibilities
and recognises the value of well-trained and competent people in effective
service delivery.

Elected Councillor Training & Development

3.7.2 The Council has in place a Member Development Strategy which has been
adopted by the Democratic Services Committee. The Strategy aims to
demonstrate the Council’'s commitment to Member development and highlights
that Members have the ability to determine their own unique path of learning
throughout their terms of office, by ensuring continual dialogue with officers
responsible for delivering and facilitating learning opportunities.

3.7.3 Together with the criteria as set by the Welsh Local Government Association, the
Strategy is used as a tool for maintaining the Advanced Charter in Member
Support Wales. The Authority attained the first level of the Charter in 2007, the
Advanced Charter in 2010 and has maintained this following a further review in
2014.

3.7.4 Members are consulted on an annual basis on development opportunities that
may be incorporated into the ‘Elected Member Development Programme’. The
programme aims to include a diverse range of courses for members.

3.7.5 Training sessions for Members were delivered in a range of ways from formal
sessions to one-to-one sessions.

3.7.6 Personal Development Reviews (PDR) is one way for a Member and/or officer to
mutually assess a Member’s personal development needs (set within the context
of the role of the Member), his/her aspirations for what he/she hopes to achieve,
the purpose and aspirations of the Council and the needs of the Community.

3.7.7 The purpose of the PDR is to enable Members to build confidence, develop skills
and knowledge and improve their own performance and contribution to the
Council and the community.

3.7.8 All Members and co-opted Members to other Committees such as Overview and
Scrutiny have a Role Description and are given the opportunity to undergo a
PDR.

3.7.9 PDRs are not performance reviews or appraisals or indeed an assessment of
how well or not a Member has conducted their duties. It is a review of training
and development needs and is held in confidence between the reviewer and the
reviewee.
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Workforce Development

3.7.10 The Council has a Workforce Development Strategy that aims to ensure it
develops a motivated, appropriately skilled, diverse and outward-looking
workforce capable of delivering high quality services to the community it serves.

3.7.11 To support the Workforce Development strategy, a Managing People and
Performance Managers Guide and a separate Employee Booklet are in place.
These documents aim to support managers and employees to get the most from
workforce development discussions via a performance focused and flexible
approach. The Human Resources Service is working to help ensure these
processes are embedded into the culture of services.

3.7.12 The Workforce Development Strategy, associated guides and support and
training programmes will be key as the Council plans to improve services at the
same time as managing significant on-going reductions in funding.

3.7.13 The challenge for the Council moving forward is improving management
understanding and getting sustained commitment to Workforce Development
and Managing Performance. Human Resources continue to support managers
and develop ways in which to communicate advice and guidance out to all
employees — including the development of a range of e-learning modules for
managers and staff which was launched during 2015/16. These modules
focussed on maximising attendance and associated people management topics.
The modules were mandatory and were deployed to all managers with
responsibility for managing absence.

3.7.14 Often, communication with Human Resources only occurs after events have
taken place — when the change has happened, or when the capability is a long-
term problem. Whilst there have been improvements in these communication
channels, the challenge is to continue to develop the culture across the Council
of involving Human Resources earlier in the process to support the process and
help diminish the potential consequences (pro-active rather than reactive).

Statutory officers have the skills, resources and support necessary to perform
their roles effectively

3.7.15 Business and budget planning arrangements ensured that necessary resources
and plans were in place to meet the responsibilities of statutory officers. This
included the resource levels to maintain robust financial management
arrangements and timely closure of accounts.

Ensuring an organisation structure is in place to encourage development

3.7.16 The Council's approach to Managing People and Their Performance
communicates to managers and employees the need to be engaging in effective
performance conversations at individual and team level, to encourage effective
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performance, discuss and improve under-performance, communicate team and
Council objectives and changing priorities, and identify strengths and areas for
development.

3.7.17 In a challenging and rapidly changing environment where resources are limited
and efficiencies are sought and where priorities and objectives change, the
concept of development may seem off-limits. To respond to these challenges
and ensure all employees are confident and capable within their roles,
development needs are more pertinent than ever.

3.7.18 Effective organisational design facilitates effective communication between
managers and employees, so that discussions about development, in line with
the managing people and their performance framework can take place. A wide
range of support and expertise is in place to ensure that learning and
development needs are addressed in the most cost effective and targeted way.

3.7.19 Approaches such as apprenticeship programmes, graduate programmes and
supporting Government initiatives such as Get Britain Working demonstrated a
forward thinking approach by the Council. In addition, continuing expansion of
work experience placements and targeted interventions for specific categories of
young people (such as the ‘step in the right direction’ and care to work
programmes for young people leaving care) provide a range of opportunities to
build organisational capacity whilst supporting the Council to address
worklessness within the County Borough.

3.7.20 There is strong evidence of effective succession planning in many parts of the
organisation and this is an area that can be built upon and enhanced. The
WAVE programme, supported by Human Resources will place a particular
emphasis on enhancing mechanisms to support women in the workforce.

3.8 Engaging with local people and other stakeholders to ensure robust public
accountability

3.8.1 When the Council consults with the public or other stakeholders on any issue,
including service changes, it is important that the process is efficient, effective
and lawful. When consulting, the Council takes account of a number of
documents when planning and delivering consultation and engagement,
including:

e An internal guidance document on service change consultation
requirements.

e The National Principles for Public Engagement in Wales (Participation
Cymru).

e A Joint Public Engagement Strategy for Rhondda Cynon Taf and Merthyr
Tydfil Local Service Boards.

e The Children and Young People Participation Standards.

e The Council’'s Welsh Language Scheme.

e The Public Sector Equality Duties.
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3.8.2 The Council has endorsed the National Principles for Public Engagement in
Wales. The principles and standards have been developed and endorsed by the
Welsh Government to make sure that participation happens in consistent and
effective ways.

Consultation activity during 2015/16

3.8.3 In 2015/16 the Council undertook a wide range of consultation:

e Consultation(s) in relation to the Council’s service change proposals.

e Annual Budget Consultation, including town centre roadshows and a new
online budget simulator.

e Improved engagement with younger people through a number of youth
events and the setting up of a Youth Forum.

e Continued support for engaging with Older People, through an SLA with
Age Connect Morgannwg.

e Supporting the engagement requirements of the SSWB Act.

e Supported a large range of service consultation, for example, town
centres, events, tourism and regeneration.

e Consulted on the Corporate Plan.

3.84 Results of specific consultation activities were reported to service managers and
where appropriate the reports were fed back to the Council’s Senior Leadership
Team and/or Cabinet to inform decision making.

3.8.5 Increased Partnership working with joint quarterly Public Engagement Group
Meetings and further development of the online partnership engagement hub —
www.cwmtafhub.co.uk

Public Engagement

3.8.6 A series of public engagement events aimed at increasing accountability with the
opportunity to directly meet and challenge the Council’'s Leader, the Cabinet as
well as some of the Council’s senior officers around the issues that are important
to them took place during 2015/16 and they are due to continue in 2016/17.

3.8.7 In addition to the public engagement events, the Council launched ‘RCT
Together during March 2015 (refer to paragraph 3.3.24). ‘RCT Together’ forms
the Council’'s new approach to engaging with its residents and communities
through multiple channels about how they can work together to explore
alternative delivery models, which could help maintain services, facilities and
alternative modules of service delivery in the future.

3.8.8 Under the Cwm Taf Collaboration Board, partners developed a Joint Public
Engagement Strategy with the Strategy underpinned by the National Principles
of Public Engagement in Wales.
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3.8.9 Adoption of the strategy represents a committment by all partners that make up
the Local Service Boards to build on public engagement in the design, delivery
and implementation of services.

Publication Scheme

3.8.10 To help ensure robust public accountability the Council also has a Publication
Scheme which is issued in accordance with its responsibilities under the
Freedom of Information Act 2000.

4. Group Companies

4.1 Rhondda Cynon Taf CBC holds 100% of the voting rights of Amgen Cymru Ltd.,
who in turn hold 100% of the voting rights of Amgen Rhondda. The Council also
holds 100% of the allotted preference shares in Amgen Rhondda Ltd. The
principal activities of Amgen Cymru is to provide waste management services
and waste disposal facilities. Amgen Rhondda is responsible for the stewardship
of the Nant y Gwyddon landfill site.

4.2 The directors of the companies are responsible for ensuring there are sound
governance arrangements including a robust system of internal control.

4.3 The Council removed the “arms length” status of the companies during 2009/10,
therefore many of the aspects of the Council’s governance arrangements such
as policies, processes and controls apply to the companies.

4.4 During 2015/16, there have been no significant governance issues that have
been identified by the Amgen Company directors, internal auditors or external
auditors.

5. Pension Fund

5.1 Rhondda Cynon Taf County Borough Council is the Administering Authority for

the Rhondda Cynon Taf Pension Fund. Whilst the governance arrangements

detailed in this statement apply equally to the Council’s responsibilities to the

Pension Fund there are further specific requirements for Pension Funds which

are detailed in a number of key documents:

e Governance Statement of Compliance which indicates the Fund’s position
against the Government’s best practice standards;

e Governance Policy Statement which provides an overview of the
management structure, decision making and employer engagement;

e Communication Policy Statement which details the communication and
information services to participating employers and scheme members;

e Pension Fund Administration Strategy which seeks to improve efficiency in
the delivery of agreed standards of quality and to ensure compliance with
statutory requirements;
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e Statement of Investment Principles which details how Fund investments are
managed;

e Funding Strategy Statement which provides a summary of how we will fund
our pension liabilities.

All of these documents can be found at the following link:

www.rctpensions.org.uk

The Public Service Pensions Act 2013 introduced a number of changes to public
service pension schemes, including some significant changes for the governance
of such schemes. In accordance with the Act, the Pension Fund appointed
a Local Pension Board to assist Rhondda Cynon Taf County Borough Council
Administering Authority as 'Scheme Manger' in:
e Securing compliance with the Principal Regulations and any other
legislation relating to the governance and administration of the LGPS;
e Securing compliance with the requirements imposed in relation to the
LGPS by the Pensions Regulator; and
e Ensuring the effective and efficient governance and administration of the
LGPS by the Scheme Manager.

The Pension Board is made up of two employer representatives and two
member representatives.

The Rhondda Cynon Taf Pension Fund was part of the submission for an all
Wales Investment Pool in February 2016. The response from the UK
Government was positive and the eight contributing Welsh Funds must now
submit a more detailed business case by July 2016.
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Assurance Summary

The Council’s governance arrangements throughout 2015/16 have helped the
delivery of key services to our citizens. The Council’s internal quality assurance
systems have identified robust systems of control and areas of good practice.
They have also identified areas for improvement and strengthening, and the
Council is committed to implementing the necessary recommendations.

It is also proposed over the coming year to take steps to address the
recommendations made by external regulators and ensure that the
recommendations identified within this Annual Governance Statement are
monitored (by the Audit Committee) and implemented. The Council is committed
to enhancing its governance arrangements further.

Based on the review, assessment and on-going monitoring work undertaken
during 2015/16 it is concluded that sound governance arrangements are in

place, key systems are operating as intended and there are no fundamental
weaknesses.

QA TOoTgon Wbt

Leader Chief Executive
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Auditor General for Wales’ report to the Members of Rhondda Cynon Taf County
Borough Council

| have audited the accounting statements and related notes of:

o Rhondda Cynon Taf County Borough Council;
o Rhondda Cynon Taf County Borough Council Group; and
o Rhondda Cynon Taf Pension Fund

for the year ended 31 March 2016 under Public Audit (Wales) Act 2004.

Rhondda Cynon Taf County Borough Council's (RCTCBC) accounting statements
comprise the Movement in Reserves Statement, the Comprehensive Income and
Expenditure Statement, the Balance Sheet and the Cash Flow Statement.

RCTCBC’s Group accounting statements comprise the Group Movement in Reserves
Statement, the Group Comprehensive Income and Expenditure Statement, the Group
Balance Sheet and the Group Cash Flow Statement.

Rhondda Cynon Taf Pension Fund’s accounting statements comprise the Fund Account
and the Net Assets Statement.

The financial reporting framework that has been applied in their preparation is applicable
law and the Code of Practice on Local Authority Accounting in the United Kingdom 2015-
16 based on International Financial Reporting Standards (IFRSs)

Respective responsibilities of the responsible financial officer and the Auditor
General for Wales

As explained more fully in the Statement of Responsibilities for the Statement of
Accounts set out on page 13, the responsible financial officer is responsible for the
preparation of the statement of accounts, including RCTCBC’s Group accounting
statements and Rhondda Cynon Taf Pension Fund accounting statements, which gives
a true and fair view.

My responsibility is to audit the accounting statements and related notes in accordance
with applicable law and International Standards on Auditing (UK and Ireland). Those
standards require me to comply with the Financial Reporting Council’s Ethical
Standards for Auditors.

Scope of the audit of the accounting statements

An audit involves obtaining evidence about the amounts and disclosures in the
accounting statements and related notes sufficient to give reasonable assurance that
the accounting statements and related notes are free from material misstatement,
whether caused by fraud or error. This includes an assessment of: whether the
accounting policies are appropriate to the RCTCBC’s, and RCTCBC Group’s and
Rhondda Cynon Taf Pension Fund’s circumstances and have been consistently applied
and adequately disclosed; the reasonableness of significant accounting estimates
made by the responsible financial officer and the overall presentation of the accounting
statements and related notes.
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In addition, | read all the financial and non-financial information in the Explanatory
Foreword to identify material inconsistencies with the audited accounting statements and
related notes and to identify any information that is apparently materially incorrect based
on, or materially inconsistent with, the knowledge acquired by me in the course of
performing the audit. If | become aware of any apparent material misstatements or
inconsistencies, | consider the implications for my report.

Opinion on the accounting statements of RCTCBC

In my opinion the accounting statements and related notes:

o give a true and fair view of the financial position of RCTCBC as at 31 March
2016 and of its income and expenditure for the year then ended; and
o have been properly prepared in accordance with the Code of Practice on Local

Authority Accounting in the United Kingdom in 2015-16.
Opinion on the accounting statements of RCTCBC Group

In my opinion the accounting statements and related notes:

o give a true and fair view of the financial position of RCTCBC Group as at 31
March 2016 and of its income and expenditure for the year then ended; and
o have been properly prepared in accordance with the Code of Practice on Local

Authority Accounting in the United Kingdom 2015-16.
Opinion on the accounting statements of Rhondda Cynon Taf Pension Fund

In my opinion, the pension fund accounts and related notes:

o give a true and fair view of the financial transactions of Rhondda Cynon Taf
Pension Fund during the year ended 31 March 2016 and of the amount and
disposition of the fund’s assets and liabilities as at that date.

o have been properly prepared in accordance with the Code of Practice on Local
Authority Accounting in the United Kingdom 2015-16.
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Opinion on other matters

In my opinion, the information contained in the Explanatory Foreword is consistent with
the accounting statements and related notes.

Matters on which | report by exception

| have nothing to report in respect of the following matters, which | report to you, if, in my
opinion:

o adequate accounting records have not been kept;

o the accounting statements are not in agreement with the accounting records and
returns; or

o | have not received all the information and explanations | require for my audit;

o the Governance Statement does not reflect compliance with guidance.

Certificate of completion of audit

| certify that | have completed the audit of the accounts of Rhondda Cynon Taf County
Borough Council in accordance with the requirements of the Public Audit (Wales) Act
2004 and the Auditor General for Wales’ Code of Audit Practice.

For and on behalf of Wales Audit Office,
Huw Vaughan Thomas 24 Cathedral Road,
Auditor General for Wales Cardiff

29 September 2016 CF119LJ
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Glossary of Terms

Accrual
An accrual is a sum shown in the accounts representing income or expenditure
relating to the accounting period, which had not actually been received or paid as
at the date of the Balance Sheet.

Actuary
An actuary is an individual or organisation that calculates insurance premiums
and liabilities and pension obligations.

Agency Services
Agency services are services provided by an external organisation, or services
that the Council provides for an external organisation.

Amortisation
Charges to revenue for the estimated reduction in the value of an intangible
asset.

Audit
An audit is an independent examination of activities.

Budget
A budget (or estimate) is a plan of income and spending, based upon which
Council Tax is set. Actual expenditure is subsequently monitored against this
plan.

Capital Expenditure
Capital expenditure is spending on long-term assets. These are assets that will
be used for several years in the provision of services and are items such as
buildings, equipment and vehicles.

Capital Receipt
Capital receipts are proceeds from the sale of long-term assets such as land or
buildings.

Chartered Institute of Public Finance and Accountancy (CIPFA)
CIPFA is responsible for issuing financial guidance to public bodies.

Corporate and Democratic Core (CDC)
CDC is a service defined by the Service Reporting Code of Practice representing
costs relating to Member activity (Democratic Representation and Management)
and costs that provide the infrastructure to ensure that services can be provided
(Corporate Management).

Creditor
A creditor is an organisation/individual owed money by the Council at the end of
the financial year for goods/services received.

Current Assets
These are short-term assets that are available for the Council to use in the
following accounting period.
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Current Liabilities
These are short-term liabilities that are due for payment by the Council in the
following accounting period.

Debtor
A debtor is an organisation/individual who owes the Council money at the end of
the financial year for goods/services received.

Debt Management Office (DMO)
The DMO is an Executive Agency of Her Majesty’s Treasury. Its responsibilities
include debt and cash management for the UK Government, lending to Local
Authorities and managing certain public sector funds.

Defined Benefit Scheme
A defined benefit pension scheme is one that bases retirement benefits upon
Career Average Re-valued Earnings.

Defined Contribution Scheme
A defined contribution scheme is a type of retirement plan in which the amount of
the employer’'s annual contribution is specified. Benefits are based on the
amounts credited to these accounts (through employer contributions and, if
applicable, employee contributions) plus any investment earnings. Only employer
contributions to the account are guaranteed, not the future benefits.

Delegated Schools
A delegated school is one managed independently by its Governing Body. The
funds of these schools are held outside of the Council Fund balances.

Depreciated Historic Cost (DHC)
Depreciated Historic Cost is obtained by recording the purchase price of an
asset and reducing the value over its useful economic life.

Depreciated Replacement Cost (DRC)
DRC is an estimation of the market value for existing use plus current gross
replacement costs less allowances for deterioration.

Depreciation
Depreciation is the estimated loss in value of tangible long-term assets that are
presented in the Balance Sheet.

Earmarked Reserves
These are reserves set aside for a specific purpose.

Financial Year
This is the accounting period. For local authorities it starts on 1t April and
finishes on 31% March of the following year.

HMRC
Her Majesty's Revenue and Customs.

Impairment
Impairment occurs when the value of a long-term asset falls below the value it is
currently held at in the Balance Sheet and Asset Register.
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International Accounting Standard (IAS)
Financial Regulations to be followed as set by the International Accounting
Standards Board (IASB).

International Financial Reporting Standards (IFRS)
International Financial Reporting Standards are produced by the IASB
(International Accounting Standards Board) with the aim of ensuring consistency
within the countries adopting the standards.

Inventories
Inventories are raw materials purchased for day-to-day use. The value of these
items that have not been used at the end of the financial year are shown as
current assets in the Balance Sheet.

Leasing
This is a method of financing expenditure by paying the owner to use property or
equipment for a number of years.

Lessee
User or renter of the leased asset or property. In case of capital leases, the
lessee is also the 'debtor’ to the lessor.

Lessor
Owner or the title holder of the leased asset or property. The lessor is also the
lender and secured party in case of capital leases and operating leases.

Liability
A liability is an obligation to transfer economic benefits as a result of past
transactions or events.

Long-Term Asset
These are assets that are used in the provision of services (usually for more than
one year).

Minimum Revenue Provision (MRP)
MRP is a charge against revenue resources representing a repayment of debt. It
is a method of paying for Capital Expenditure which was funded by borrowing.

Modern Equivalent Valuation (MEV)
Modern Equivalent Valuation is a method of valuation that calculates the cost of
constructing modern equivalent buildings and structures, depreciating them to
account for the age and future economic life

Non-Domestic Rates (NDR)
The NDR, or Business Rate, is the charge to occupiers of business premises.
NDR is set by central government and is a percentage of rateable values. The
percentage is the same throughout Wales. The total collected is split between
individual authorities in proportion to their adult populations.
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Net Realisable Value
The selling price of an asset, reduced by the relevant (direct) cost of selling it.

Non-Distributed Costs (NDC)
NDC is a category of costs defined by the Service Reporting Code of Practice. It
includes;
e costs of unused I.T. facilities,
e costs of long-term unused, unrealisable assets,
e certain pension fund costs.

Non-Recurring Fair Values
These relate to assets that are measured at fair value due to particular
circumstances. The assets which meet the criteria for assets held for sale are
valued at the lower of non-recurring value less cost to sell, and its carrying value.

Operating Leases
These are leases where risks of ownership of the asset remain with the owner.

Pooled Budget
A pooled budget is a financial mechanism, in which partners, normally statutory
public sector bodies, consolidate funding to form a discrete shared fund or ‘pool’.
This pool is then used to pay for goods, services and activities for a defined
client group.

Post Balance Sheet Events
Post Balance Sheet items are those that arise after the Balance Sheet date.
These are items that did not exist at the time the Balance Sheet was prepared
but should be disclosed if they are relevant to the understanding of the accounts.

Precepts
This is the amount paid to a non-rating body (for example a community council).

Prior Year Adjustment
Material adjustments applicable to prior years arising from changes in accounting
policies or from the correction of material errors.

Projected Unit Method
An actuarial method of calculating the liabilities of a pension scheme which
allows for projected future increases in pensionable pay up to retirement or date
of leaving service.

Provision
A provision is an obligation to transfer economic benefits as a result of past
events where a reliable estimate can be made of the obligation, but the amount
or timing of which cannot yet be determined accurately.

Public Works Loan Board (PWLB)
This is a Government agency that provides loans to local authorities for periods
between 1 and 50 years.
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Recurring Fair Value
These relate to assets that are measured at the end of each accounting period,
within the rolling programme of valuations.

Related Party
A related party exists where there is control or influence by one party over
another.

SeRCOP
The Service Reporting Code of Practice for Local Authorities 2015/16.

Strain on Funds
When an employee retires early and is immediately paid a pension, without
actuarial reduction, the lost contribution income and interest cost arising from the
associated earlier increased cash flow is referred to as pension strain cost. The
pension strain cost is determined by actuarial calculation.

Sub Lease
A sub-lease is a lease between a tenant who already holds a lease to a
commercial space or property and someone (the sub-lessee) who wants to use
part or all of the tenant's space. The tenant is deemed to be a sub-lessor.

Trust Fund
Trust funds hold money on behalf of an individual or organisation. Trustees
administer the funds for the owners.

Voluntary Aided School
Voluntary aided schools are mainly religious or faith schools, although anyone
can apply for a place. The governing body employs the staff and sets admissions
criteria. School land and buildings are normally owned by a charitable
foundation, often a religious organisation, and the governing body contributes to
building and maintenance costs.

Voluntary Controlled School
Voluntary controlled schools are similar to voluntary aided schools, but are run
by the local authority. The local authority employs the school’s staff and sets the
admissions criteria. School land and buildings are normally owned by a charity,
often a religious organisation, which also appoints some of the members of the
governing body.

Welsh Government (WG)
The Welsh Government is the devolved Government for Wales. The Welsh
Government consists of the First Minister, Welsh Ministers, the Counsel General
and Deputy Ministers. They are supported by Civil Servants who work across
devolved areas of public life such as health, education and the environment.
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Appendix 2

Date/Dyddiad:
28" September 2016

Please ask for/Gofynnwch am:

Barrie Davies
(01443) 680559

Huw Vaughan Thomas
Auditor General for Wales
24 Cathedral Road
Cardiff

CF119LJ

Dear Huw,

Representations regarding the 2015/16 Rhondda Cynon Taf County Borough
Council Financial Statements

This letter is provided in connection with your audit of the financial statements of
Rhondda Cynon Taf County Borough Council (RCTCBC) for the year ended 31%' March
2016 for the purpose of expressing an opinion on their truth and fairness and their
proper preparation.

We confirm that to the best of our knowledge and belief, having made enquiries as we
consider sufficient, we can make the following representations to you.

In addition we have completed the questionnaires (Appendix A) provided to us
regarding;
e |ISA240 The auditor’s responsibilities relating to fraud in an audit of financial
statements
e |SA250 Consideration of laws and regulations in an audit of financial statements
e |SA550 Related parties

Management Representations
Responsibilities:

We have fulfilled our responsibilities for the preparation of the financial statements in
accordance with legislative requirements and the Code of Practice on Local Authority
Accounting in the United Kingdom 2015/16; in particular the financial statements give a
true and fair view in accordance therewith.

We have fulfilled our responsibilities for the design, implementation, maintenance and
review of internal control to prevent and detect fraud and error.
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Information Provided:
We have provided you with:

. Full access to:

o all information of which we are aware that is relevant to the preparation of the
financial statements such as books of account and supporting
documentation, minutes of meetings and other matters;

o additional information that you have requested from us for the purpose of the
audit; and

o unrestricted access to staff from whom you determined it necessary to obtain
audit evidence.

o the results of our assessment of the risk that the financial statements may be
materially misstated as a result of fraud;

o our knowledge of fraud or suspected fraud that we are aware of and that affects
RCTCBC and involves:

o management;

o employees who have significant roles in internal control; or

o others where the fraud could have a material effect on the financial
statements.

o our knowledge of any allegations of fraud, or suspected fraud, affecting the
financial statements communicated by employees, former employees, regulators
or others;

o our knowledge of all known instances of non-compliance or suspected non-

compliance with laws and regulations whose effects should be considered when
preparing the financial statements;

o the identity of all related parties and all the related party relationships and
transactions of which we are aware.

Financial Statement representations:

All transactions, assets and liabilities have been recorded in the accounting records and
are reflected in the financial statements.

Pensionability of Unequal Pay payments

The Council is aware that there has been a difference in legal opinion in Wales
with regards to the pensionability of Equal Pay payments. In accordance with
legal advice obtained by the Council, we have determined the liability to be non
pensionable.

Significant assumptions used in making accounting estimates, including those
measured at fair value, are reasonable.

Related party relationships and transactions have been appropriately accounted for and
disclosed.

All events occurring subsequent to the reporting date which require adjustment or
disclosure have been adjusted for or disclosed.

All known actual or possible litigation and claims whose effects should be considered
when preparing the financial statements have been disclosed to the auditor and
accounted for and disclosed in accordance with the applicable financial reporting
framework.
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Judicial Reviews

In view of the continuing challenging financial climate and the potential need for
the Council to make further difficult decisions around future service provision,
there is a heightened risk that budget strategy decisions and / or service change
decisions could be subject to legal challenge.

Deprivation of Liberty

The Council is currently in the process of seeking the necessary court of
protection authorisations in cases where the liberty of individuals, lacking mental
capacity to consent, has been/is being deprived to safeguard their welfare. These
applications may be subject to legal challenge and also challenges may emanate
from individuals (or their representatives) who consider that their liberty is
being/has been deprived unnecessarily or without the appropriate authorisations
being in place (including past periods where liberty has been deprived). Dealing
with these potential claims and possible inquests may well incur significant costs
and could also result in awards of damages being made against the Council.

"Village Green" Applications

As a "Registration Body", the Council has received a number of "Village Green"
applications where the potential use of areas of land is being challenged. These
challenges may result in non-statutory public enquiries.

Legal Challenge for VAT on Off-Street Car Parking

There is currently a dispute with HMRC which includes most local authorities in
the UK and is based on a principle of VAT legislation. Charges for services
delivered by Local Authorities, which are provided under a statutory duty or legal
regime and do not produce an unfair competitive advantage over other service
providers in the market on a national level, can be outside the scope of VAT. A
legal challenge was instigated by the Isle of Wight (and others) against HMRC on
the basis that off-street car parking was such a service. Whilst HMRC accept that
on-street parking is outside the scope since there is no competition, they contend
that off-street car parks are subject to competition and if Local Authorities were
allowed to make outside the scope charges then this would give an unfair
advantage over those competitors. The case has been subject to numerous
appeals and is still ongoing. The accounting for this is a credit in the accounts
showing the amount of VAT that is in dispute, and a corresponding debit
representing the payment of this VAT to HMRC.

Holiday Pay Accrual for Additional Work

In 2014, workers external to the Council won a ground-breaking case at the
Employment Appeal Tribunal to include average pay rather than just additional
hours when holiday pay is calculated. The Council is currently in discussion with
the recognised trade unions with a view to agreeing a mechanism for
implementing these requirements. 227



Representations by Rhondda Cynon Taf County Borough Council:

We acknowledge that the representations made by management, above, have been
discussed with us.

We acknowledge our responsibility for the preparation of true and fair financial
statements in accordance with the applicable financial reporting framework. The
financial statements were approved by RCTCBC on 28" September 2016.

We confirm that we have taken all the steps that we ought to have taken in order to
make ourselves aware of any relevant audit information and to establish that it has been
communicated to you. We confirm that, as far as we are aware, there is no relevant
audit information of which you are unaware.

Signed by

Group Director — Corporate & Frontline Services Leading Member
(S.151 Officer)

Date Date
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Appendix A

International Standard for Auditing (UK and Ireland) 240 — The auditor’s responsibilities
relating to fraud in an audit of financial statements

assessment of the risk
that the financial
statements may be
materially misstated due
to fraud and what are the
principle reasons?

Question Response

Enquiries of

Management

1) What is Good governance flows from a shared ethos and culture, as well
management’s as from systems and structures. As a public body, Rhondda

Cynon Taf County Borough Council expects all representatives
(i.e. Members and Officers) to conduct their duties with the
highest levels of honesty and integrity. Policies underpin the
culture in place.

The Council has a series of codes, protocols and policies in
place including:
Codes and Protocols

e Members’ Code of Conduct
e Protocol Standard of Conduct expected by members
o Officers’ — ‘Basic Rules’ Booklet

e Protocol for Member/Officer Relations
Policies & Procedures

e Financial Procedure Rules

Contract Procedure Rules

Financial Management of Schools

Human Resources policies

Anti-Fraud, Bribery & Corruption Policy and Procedure
Whistleblowing Policy

Gifts and Hospitality Policy

Where Members and/or Officers do not undertake their duties in
accordance with the expected standards then governance
arrangements are in place within the Council to manage this
process in an equitable, fair and transparent manner.

Taking all of the above into account, our assessment of the risk
of fraud arising and having a material impact on the financial
statements is considered to be low.

2) How can management
assure the Full Council
that it has not been
inappropriately
influenced by external
pressures?

As above, a comprehensive suite of policies and procedures is
in place.

Management put controls in place to manage risks (fraud and
compliance with regulations & laws being amongst them).

Internal Audit undertakes a programme of work that covers as
much of the Council’s overall control environment as far as
possible to test compliance that controls are in place to manage
risks. The results of Internal Audit’s work are reported to the
Council’s Audit Committee.

No instances of fraud/bribery and or corruption were identified
during 2015/16 that have a material impact on the financial
statements.
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There were no Chief Officer Related Party transactions during
2015/16

3) Are management
aware of any
organisational pressure
to meet revenue and
capital budgets or other
financial constraints?

Yes, management are acutely aware of budgetary pressures.
This is evident in Budget Setting papers, as below.

Revenue:

Given the continuing financial pressures the Council is working
under and the potential risks that lie ahead, it remains the view
of the Section 151 Officer that the Council should hold a
minimum of £10M as General Fund Balances (i.e. its working
balance). This is at a level held for some years, although this
minimum is set in the context of the need for continued strong
financial management that is felt to be essential to ensure that
the Council maintains financial flexibility and stability going
forward.
http://www.rctcbe.gov.uk/EN/Council/CouncillorsCommitteesand
Meetings/Meetings/Council/2016/02/24/Reports/Agendaltem8Co
uncilBudgetStrategyReportAppendices.pdf

Capital:
Notwithstanding the reductions in WG capital support, we

have been able to maintain our core programme at the
same level as 2015/16 (£15.934M) albeit with the
recognition that to do so over the course of the current 3
year programme could result in a potential shortfall in
resources of approx £0.592M given current capital receipt
projections. At this stage and given the uncertainties, it is
proposed to maintain the core programme at the existing
level with the requirement for us to continue to review and
challenge any commitments made into years two and
three, to robustly monitor capital receipt projections and to
position ourselves to respond as greater certainty
emerges.
http://www.rctcbe.gov.uk/EN/Council/CouncillorsCommitteesand
Meetings/Meetings/Council/2016/03/23/Reports/11.3YearCapital
Programme.pdf

Regular reporting:
Regular performance reports are also reported and identify
exceptions, all of which are subject to scrutiny.

The Group Director — Corporate and Frontline Services,
provides the Council’s Senior Leadership Team with Medium
Term Financial Planning up dates.

4) What processes are
employed to identify and
respond to the risks of
fraud more generally and
specific risks of
misstatement in the
financial statements?

The Council has a number of governance arrangements in place
that help in the prevention and detection of fraudulent and/or
improper activities. These include:

e Financial & Contract Procedure Rules

e Systems of Internal Control

¢ Recruitment Policies

e Whistleblowing Policies for staff and also contractors to

use if and yggen required.
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e Local procedures within departments
¢ An independent Internal Audit Service
o A Benefit Fraud Service
e Combining with Others to Prevent and Fight Fraud
o Participation in the National Fraud Initiative for
example

The Anti-Fraud, Bribery & Corruption Policy and Procedure
provides a clear path for raising concerns and facilitating ‘tip-
offs’, and the fraud response arrangements outlined enables
such information or allegations to be properly dealt with.

The Council's Whistleblowing Policy also gives advice on how to
raise a concern, as well as providing information on the
safeguards and support that are available to those who raise
concerns.

Given the governance arrangements in place, management can
give assurance that there are no material misstatements.

5) How has management
communicated
expectations of ethical
governance and
standards of conduct and
behaviour to all relevant
parties, and when?

Terms and conditions of elected councillors and officers

Every elected Councillor has signed up to his/her individual Role
Description which is published on the Council’s website and
inserted into the Constitution (Part 8). A schedule of Members
remuneration 2015/16 is available on the Council’s Internet site.

http://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesand
Meetings/MemberRemunerationandAllowances.aspx

When each Councillor signed their declaration of acceptance of
Office they also agreed to be bound by the Members’ Code of
Conduct, within Part 5 of the Constitution.

Employees have contracts of employment and competency
based job descriptions which set out grade, roles and
responsibilities. The Human Resources Service oversees terms
and conditions of employment and the Council has a suite of
policies and procedures that are available on the internal
Intranet for officers to access.

Defined standards of behaviour for officers

The Council has a number of recruitment and selection Policies
in place that help to ensure that new recruits have the integrity
and ethical values of the organisation and also the
competencies to undertake the duties required of them.

Each new recruit is provided with the ‘Basic Rules — A Guide for
Employees’ booklet that gives each employee information in
relation to (amongst other things) expected behaviour, use of
social media, appearance and attendance. The expectations of
each employee are set out from the outset.

6) What arrangements
are in place to report
about fraud to those
charged with
governance?

Rhondda Cynon Taf County Borough Council is resolute in its
determination to maintain its reputation as a Council that will not
tolerate fraud, bribery, corruption or abuse of position for
personal gain, wherever it may be found in any area of Council
activity. 231
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Under Section 151 of the Local Government Act 1972 and
Section 5 of The Accounts and Audit (Wales) Regulations 2005,
the ‘Responsible Officer’ is responsible for ensuring that the
Council has control systems and measures in place ‘to enable
the prevention and detection of inaccuracies and fraud, and the
ability to reconstitute any lost records’.

The Council’'s Anti Fraud, Bribery & Corruption Strategy
identifies the Council’s responsible officer as the Group Director
for Corporate & Frontline Services. The Anti-Fraud Bribery &
Corruption Policy and Procedure helps towards discharging part
of that responsibility.

The Council has a number of governance arrangements in place
that help in the prevention and detection of fraudulent and/or
improper activities. These include:

¢ Financial & Contract Procedure Rules

e Systems of Internal Control
e Recruitment Policies
o Whistleblowing Policies for staff and also contractors to
use if and when required.
e Local procedures within departments
¢ An independent Internal Audit Service
¢ A Benefit Fraud Service
¢ Combining with Others to Prevent and Fight Fraud
o Participation in the National Fraud Initiative for
example

The Anti-Fraud, Bribery & Corruption Policy and Procedure
provides a clear path for raising concerns and facilitating ‘tip-
offs’, and the fraud response arrangements outlined enables
such information or allegations to be properly dealt with. The
Council's Whistleblowing Policy also gives advice on how to
raise a concern, as well as providing information on the
safeguards and support that are available to those who raise
concerns.

With the exception of investigations relating to benefit related
fraud (undertaken by a standalone team with the Finance
Service) and also investigations into allegations relating to
Members (undertaken by the Monitoring Officer), all allegations
of fraud and/or impropriety are investigated by the Council’s
Internal Audit Service and Human Resources Service
(occasionally, joint investigations are undertaken).

All Internal Audit staff are aware of potential indicators of fraud
and consider these when undertaking routine Internal Audit
reviews. If anything is considered to seem improper then they
are trained to confiscate the evidence and report directly to the
Operational Audit Manager who will assess the evidence and
escalate as appropriate.

Reporting Fraud

The procedure for reporting fraud is within the Whistle-
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Blowing Policy:

As a first step, employees should normally raise concerns
with their immediate manager or supervisor. This depends,
however, on the seriousness and sensitivity of the issues
involved and who is thought to be involved in the matter. If
employees want to raise the matter with someone else,
they should approach their relevant Head of Service.

There are certain matters where the officers listed below
should be contacted:

i) In respect of any matters involving actual or potential
unlawful conduct, maladministration or contravention of the
law:

Director of Legal and Democratic Services

i) In respect of any potential irregularity affecting any
financial or other resources of the Council:

Group Director for Corporate and Frontline Services or
Operational Audit Manager

i) In respect of any other service related issue or
employment matter:

Director of Human Resources

Managers who receive a ‘disclosure’ from an employee
must treat that information as potentially serious and
investigate appropriately. The matter raised must be kept
in confidence and not disclosed to any other party unless
instructed to do so. If the ‘disclosure’ highlights their Head
of Service or Director/ Service Director being involved in
the matter, then managers should contact the Director of
Human Resources for advice and guidance unless it is in
respect of (i) and (ii) above.

In addition, if employees or managers are unclear as to the
appropriate person to approach, they should contact the
Director of Human Resources in the first instance. This
officer will ensure that the matter is considered correctly.

Enquiries of Full
Council

1) How does the Full
Council, in its role as
those charged with
governance, exercise
oversight of
management's
processes for identifying
and responding to the
risks of fraud within the
Council and the internal
control that management
has established to
mitigate those risks?

Full Council has ensured that the Audit Committee’s Terms of
Reference are comprehensive and compliant with the Local
Government Measure 2011.

Audit Committee has a detailed workplan for each Municipal
Year that helps them ensure they meet their Terms of
Reference.
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2) Has the Full Council
knowledge of any actual,
suspected or alleged
fraud since 1 April 20147

A summary of investigations undertaken by Internal Audit was
reported in the Head of Internal Audit Annual Report to Audit
Committee on 3™ May 2016:
http://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesand
Meetings/Meetings/AuditCommittee/2016/05/03/Reports/ltem4in
ternalAuditAnnualReport2015.16.pdf

In addition, no instances of fraud relating to the financial
management of the Council were reported/identified via the Anti-
Fraud and/or Whistleblowing Policy during 2015/16.

3) Has the Full Council
any suspicion that fraud
may be occurring within
the organisation?

No instances of fraud relating to the financial management of the
Council were reported/identified via the Anti-Fraud and/or
Whistleblowing Policy during 2015/16.

4) Is the Full Council
satisfied that internal
controls, including
segregation of duties,
exist and work
effectively? If ‘yes’,
please provide details. If
‘no’ what are the risk
areas?

The Council’s Audit Committee is charged with scrutinising the
robustness of the Council’s overall control environment.

The Audit Committee review and approve Internal Audit’s
Annual Audit Plan. The Audit Plan covers as much of the
Council’s overall control environment as far as it practicable in
accordance with the Public Sector Internal Audit Standards.

Internal Audit provides a summary of each audit assignment to
Audit Committee throughout the year. Where weaknesses
and/or areas of non-compliance are reported then management
action to improve controls is recorded within each Finalised
Audit Assignment. Internal Audit routinely monitors the status of
all recommendations.

Each Financial year is concluded by the receipt (at Audit
Committee) of the Head of Internal Audit’s annual opinion of the
Council’s overall control environment. In addition to this, the
Audit Committee receives and challenges the Council’s Annual
Governance Statement and this gives an opinion on the
Council’s overall governance arrangements -
http://www.rctcbe.gov.uk/EN/Council/CouncillorsCommitteesand
Meetings/Meetings/AuditCommittee/2016/05/03/Reports/Item5A
nnualGovernanceStatement2015.16.pdf

5) How do you
encourage staff to report
their concerns about
fraud and what concerns
about fraud are staff
expected to report?

The Anti-Fraud, Bribery & Corruption Policy and Procedure
along with the Council’s Whistleblowing Policy provides a clear
path for raising concerns and facilitating ‘tip-offs’, and the fraud
response arrangements outlined within the Policy enables such
information or allegations to be properly dealt with.

The Council's Whistleblowing Policy also contains information in
respect of the safeguards and support that are available to those
who raise concerns.

6) From a fraud and
corruption perspective,
what are considered by
the Full Council to be

Our fidelity guarantee policy provides cover for fraud committed
by any employee. Increased limits are in place for specified
posts.
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high risk posts within the
organisation and how are
the risks relating to these
posts identified,

assessed and managed?

7) Is the Full Council
aware of any related
party relationships or
transactions that could
give rise to instances of
fraud and how does the
Full Council mitigate the
risks associated with
fraud related to related
party relationships and
transactions?

Governance arrangements are in place to ensure that a Register
of Members Interests is in place and also that Declarations of
Interest at each committee are asked for as a standard agenda
item.

Within the Annual Statement of Accounts of the Council, there is
a requirement for the disclosure of “Related Party Transactions”.
This relates to payments made to, or income received from, any
organisation in which a Member or Chief Officer (who sits on the
Senior Leadership Team) of the Council has an interest,
financial or otherwise.

Additional Controls in place include:

Gifts & Hospitality Policy

Contract Procedure Rules

The Anti-Fraud, Bribery & Corruption Policy and Procedure

8) Is the Full Council
aware of any entries
made in the accounting
records of the
organisation that it
believes or suspects are
false or intentionally
misleading?

There are no false or intentionally misleading entries within the
accounts.

9) Is the Full Council
aware of any
organisational, or
management pressure to
meet revenue and capital
budgets or other financial
constraints?

Yes, Full Council are aware. Please refer to Question 3 within
the Enquiries For Management (ISA 240) above.

International Standard for Auditing (UK and Ireland) 250 — Consideration of laws and
regulations in an audit of financial statements

Question

Response

Enquiries of
Management

1) How have you gained
assurance that all
relevant laws and
regulations have been
complied with?

The accounts are prepared in accordance with the accounts &
audit regulations. Initial feedback from the WAO audit indicates
compliance.
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2) Are there any
potential litigations or
claims that would affect
the financial statements?

Any potential litigations and/or claims are accounted for in
accordance with the Code of Practice and where appropriate,
disclosed in the letter of representation.

Enquiries of Full
Council

1) How does the Full
Council, in its role as
those charged with
governance, exercise
oversight of
management's
processes to ensure that
all relevant laws and
regulations have been
complied with?

Full Council appoints Audit Committee and set their Terms of
Reference.

Full Council ratifies the appointment of the Section 151 Officer
and the Council’s Monitoring Officer, whose roles are defined by
statute and referenced within the Constitution.

Full Council receives assurance from the appointed External
Auditor.

2) Is the Full Council
aware of any non-
compliance with relevant
laws and regulations?

There are no instances of non-compliance with relevant laws
and regulations. Full Council receives assurance on this from
the appointed External Auditor.

3) If there have been
instances of non-
compliance what are
they, and what oversight
has the Full Council had
to ensure that action
taken by management to
address and gaps in
control?

There are no instances of non-compliance with relevant laws
and regulations.

International Standard for Auditing (UK and Ireland) 550 — Related Parties

Question

Response

Enquiries of
Management

1) What controls are in
place to identify,
authorise, approve,
account for and
disclose related party
transactions and
relationships?

Please refer to Question 7 within the Enquiries For Full Council
(ISA 240) above.

e disclosed to the
auditor the identity of
the entity's related
parties and all the

2) Confirm that you have:

Related party transactions are disclosed within the notes to the
statement of accounts in accordance with the Code of Practice
on Local Authority Accounting.
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related party
relationships and
transactions of which
you are aware; and
e appropriately
accounted for and
disclosed such
relationships and
transactions in
accordance with the
requirements of the
framework.

Enquiries of Full
Council

1) How does the Full
Council in its role as
those charged with
governance, exercise
oversight of
management's
processes to identify,
authorise, approve,
account for and disclose
related party transactions
and relationships?

Please refer to Question 7 within the Enquiries For Full Council
(ISA 240) above.
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LOCAL GOVERNMENT ACT 1972

AS AMENDED BY

THE LOCAL GOVERNMENT (ACCESS TO INFORMATION) ACT 1985

RHONDDA CYNON TAF COUNTY BOROUGH COUNCIL

COUNCIL

28 SEPTEMBER 2016

REPORT OF THE GROUP DIRECTOR, CORPORATE SERVICES

Background Papers

Annual Statement of Accounts 2015/16

Freestanding Matter

Officer to Contact: Mr. C. Lee — Tel. 01443 424026
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