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Order of Business

Item No. Title Page No.
PART A - OPEN BUSINESS

THE CHAIR WOULD LIKE TO REMIND MEMBERS THAT PRIOR TO
THE MEETING THEY HAVE THE OPPORTUNITY TO INFORM
OFFICERS OF PARTICULAR AREAS OF INTEREST RELATING TO
REPORTS ON THE AGENDA, IN ORDER FOR OFFICERS TO
UNDERTAKE PREPARATORY WORK TO ADDRESS MATTERS THAT
MAY ARISE DURING DEBATE.

1. APOLOGIES FOR ABSENCE
To receive any apologies for absence.
2. CONFIRMATION OF VOTING MEMBERS

A representative of each political group will confirm the voting members of
the committee.

3. NOTIFICATION OF ANY ITEMS OF BUSINESS WHICH THE CHAIR
DEEMS URGENT

In special circumstances, an item of business may be added to an agenda
within five clear days of the meeting.

4. DISCLOSURE OF INTERESTS AND DISPENSATIONS

Members to declare any personal interests and dispensation in respect of
any item of business to be considered at this meeting.



Item No. Title

5.

10.

11.

12.

13.

MINUTES

To approve as a correct record the minutes of the open section of the
meeting held on 14 July 2016.

GOVERNANCE TOPIC: SCHOOL BUILDING PROGRAMME

GOVERNANCE TOPIC: COMMUNICATIONS AND PROMOTION OF
FINANCIAL MATTERS

REPORT ON RETROSPECTIVE CONTRACT-RELATED DECISION

ANNUAL GOVERNANCE STATEMENT 2015-16

AUDIT FINDINGS REPORT 2015-16 AND PENSION FUND AUDIT
FINDINGS REPORT 2015-16

STATEMENT OF ACCOUNTS 2015-16

MEMBER TRAINING SUMMARY 2015-16

GRANT THORNTON AUDIT, GOVERNANCE AND STANDARDS
COMMITTEE UPDATE

ANY OTHER OPEN BUSINESS AS NOTIFIED AT THE START OF THE
MEETING AND ACCEPTED BY THE CHAIR AS URGENT

EXCLUSION OF PRESS AND PUBLIC

The following motion should be moved, seconded and approved if the
sub-committee wishes to exclude the press and public to deal with reports
revealing exempt information:

“That the public be excluded from the meeting for the following items of
business on the grounds that they involve the likely disclosure of exempt
information as defined in paragraphs 1-7, Access to Information
Procedure rules of the Constitution.”

Date: 6 September 2016
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18 - 26

27 -105

106 - 203

204 - 208

209 - 225
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Audit, Governance and Standards Committee

MINUTES of the OPEN section of the Audit, Governance and Standards Committee
held on Thursday 14 July 2016 at 7.00 pm at Ground Floor Meeting Room G02C - 160
Tooley Street, London SE1 2QH

PRESENT: Councillor Paul Fleming (Chair)
Councillor James Barber
Councillor Catherine Dale
Councillor Nick Dolezal
Councillor Dora Dixon-Fyle (Reserve)

OFFICER Jennifer Seeley, Director of Finance
SUPPORT: Mike Pinder, Head of Anti Fraud and Internal Audit
Jo Anson, Head of Financial and Information Governance
Dick Frak, Interim Head of Commissioning
Simon Mitchell, Senior Commissioning Manager
Fay Hammond, Departmental Finance Manager
Norman Coombe, Head of Corporate Team
Maureen McBain, Corporate Risk and Insurance Manager
Laura Sandy, Insurance Manager
Angela Mason-Bell, Manager, RSM
Chris Harris, Partner, RSM
Nick Taylor, Senior Audit Manager, Grant Thornton
Victoria Foreman, Constitutional Officer

APOLOGIES

Apologies for absence were received from Councillors Hamish McCallum, Renata Hamvas
and Andy Simmons. Councillor Dora Dixon-Fyle attended as a reserve for Councillor
Simmons.

Apologies for lateness were received from Councillor James Barber.
CONFIRMATION OF VOTING MEMBERS

Those members listed as present were confirmed as voting members of the committee.

Audit, Governance and Standards Committee - Thursday 14 July 2016




NOTIFICATION OF ANY ITEMS OF BUSINESS WHICH THE CHAIR DEEMS URGENT
There were no late items.

DISCLOSURE OF INTERESTS AND DISPENSATIONS

There were no disclosures of interest or dispensations.

MINUTES

RESOLVED:

That the minutes of the open section of the meeting held on 22 February 2016 be
agreed as a correct record and signed by the chair.

REPORT ON RETROSPECTIVE CONTRACT-RELATED DECISION

Officers introduced the report. Members had questions of officers.
RESOLVED:
1.  That the retrospective contract decision detailed in the report be noted.
2. That the actions taken by the strategic director of children’s and adult services as

set out in paragraph 10, to ensure that the risk of future retrospective contract
decisions is minimised for the future, be noted.

DRAFT ANNUAL GOVERNANCE STATEMENT 2015/16

Officers introduced the report. Members had questions of officers.
RESOLVED:

That the draft annual governance statement 2015-16, as attached at Appendix 1 to
the report and subject to minor amendments, be noted.

DRAFT STATEMENT OF ACCOUNTS 2015/16

Officers introduced the report. Members had questions of officers.

Members asked that their thanks to officers for completion of the work on the accounts be
recorded.

RESOLVED:

That the draft statement of accounts for 2015/16, attached to the report at Appendix 1,
be noted.

Audit, Governance and Standards Committee - Thursday 14 July 2016




10.

1.

ANNUAL REPORT ON THE WORK OF THE CORPORATE RISK AND INSURANCE
TEAM 2015-16

Officers introduced the report. Members had questions of officers.

Members requested a briefing note from officers on the insurance arrangements regarding
the 2013 Walworth Town Hall fire.

RESOLVED:

That the annual report on the work of the corporate risk and insurance team in 2015-
16 be noted.

ANNUAL REPORT TO THE AUDIT, GOVERNANCE AND STANDARDS COMMITTEE
ON THE WORK OF INTERNAL AUDIT AND ANTI-FRAUD FOR THE YEAR 2015-16,
PROGRESS REPORT ON THE WORK OF THE INTERNAL AUDIT AND ANTI-FRAUD
TEAMS FOR THE PERIOD 1 FEBRUARY 2016 TO 30 JUNE 2016

Officers introduced the report. Members had questions of officers.

Members asked that their thanks to officers for the excellent work on Operation Bronze
and congratulations on the receipt of the Keith Hughes Award (also for Operation Bronze)
be recorded.

RESOLVED:

1. That the annual report on the work of internal audit and anti-fraud for the year
2015-16 be noted.

2. That the progress report on the work of the internal audit and anti-fraud teams for
the period 1 February 2016 to 30 June 2016 be noted.

3. That the updated internal audit charter, attached to the report at Appendix A, be
approved.

4. That the proactive anti-fraud plan for 2016, attached to the report at Appendix B,
be noted.

GRANT THORNTON AUDIT, GOVERNANCE AND STANDARDS COMMITTEE
UPDATE JULY 2016 AND AUDIT FEE LETTER 2016/17

Grant Thornton introduced the report. Members had questions of Grant Thornton.
RESOLVED:

1. That Grant Thornton’s audit, governance and standards committee update, as
attached to the report at Appendix 1, be noted.

2. That Grant Thornton’s audit fee letter for 2016-17 work, as attached to the report at
Appendix 2, be noted.

Audit, Governance and Standards Committee - Thursday 14 July 2016




12. ESTABLISHMENT OF STANDARDS SUB-COMMITTEES FOR 2016-17

Officers introduced the report. Members asked questions of officers.

RESOLVED:

1.

That the roles and functions of the audit, governance and standards committee
and its sub-committees, as attached to the report at Appendix 1 and agreed by
annual council assembly on 14 May 2016, be noted.

That a civic awards sub-committee with three Labour and one Liberal Democrat
places be established, and Councillors Catherine Dale and James Barber be
appointed as chair and vice-chair of the sub-committee respectively.

That the number of co-opted community members on the civic awards sub-
committee be increased from three to four.

That the civic awards sub-committee membership be gender balanced with at
least two of the Southwark members and two of the community representatives
serving on the sub-committee being women.

That a conduct sub-committee to consider complaints of misconduct against
councillors (and co-opted members), as set out in paragraph 12 of the report, be
established.

13. REVISED WORK PROGRAMME FOR 2016-17

Officers introduced the report. Members had questions of officers.

RESOLVED:

1.

That the proposed revised work programme for 2016-17, including planned
coverage of governance topics for the year as set out below, be noted:

e School building and communications team - September 2016
e Local government pensions and public health - November 2016
e |IT - February 2017.

That the work programme for 2016-17 be agreed subject to standards issues
currently listed for November 2016 being amended for consideration at the
meeting of the committee to be held in February 2017.

That informal training sessions on the council’s contracts and borrowing be held
before the meetings of the committee scheduled for September and November
2016 respectively.

The meeting ended at 8.44pm.

CHAIR:

DATED:

Audit, Governance and Standards Committee - Thursday 14 July 2016
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Item No. Classification: | Date: Meeting Name:

8. Open 14 September 2016 | Audit, governance and

standards committee
Report title: Report on retrospective contract-related decision
Ward(s) or groups All
affected:
From: Strategic Director of Finance and Governance
RECOMMENDATIONS

1.

That the audit, governance and standards committee note the retrospective
contract decision detailed in the report.

That the audit, governance and standards committee note the actions taken by
the strategic director of children’s and adults’ services and the director of
regeneration as set out in paragraph 10 to ensure that the risk of future
retrospective contract decisions is minimised for the future.

That the audit, governance and standards committee consider whether it would
wish to make recommendations to help improve future decision-making.

BACKGROUND INFORMATION

4.

Where an approval to a contract decision has been sought retrospectively and
has an estimated value of more than £100,000, there is a requirement under
contract standing order 4.8 to submit a report to the audit, governance and
standards committee. The report should set out the circumstances and manner in
which the decision was taken, for the purpose of obtaining guidance to inform
future decision making.

This requirement applies to decisions relating to the approval of a procurement
strategy (Gateway 1 or GW1), decisions relating to the approval of a contract
award (Gateway 2 or GW2) and decisions relating to the approval of a variation
or extension to a contract (Gateway 3 or GW3) decisions.

On 14 July 2016, the strategic director of children’s and adults’ services
approved procurement strategies and the award of two contracts in respect of
the supply and installation of modular classroom units at Summerhouse, to
increase the capacity of the Summerhouse behavioural support provision,
through a Gateway 1 and 2 report. One contract was for professional services
and although both the procurement strategy and contract award approvals were
retrospective, as its value is below the threshold of £100,000 (see paragraph 4
above), it has not been considered further in this report. The other contract, with
a value of £154,687, was to supply and install the modular classrooms and the
approval of the procurement strategy, albeit not the contract award itself, was a
retrospective decision. The chair and vice-chair of the audit, governance and
standards committee were made aware of this decision on 18 July 2016.



KEY ISSUES FOR CONSIDERATION

7.

10.

The Gateway report relating to the decision (attached at Appendix 1) sets out the
nature of the contracts, their values and timelines.

Paragraph 19 of the appendix explains that the proposed procurement route was
to run a competitive tender using a minimum of five contractors from the council’s
approved list and the procurement project plan is set out below paragraph 21 of
the appendix. This shows that the tender process was carried out in spring 2016,
with the tenders being returned by 18 May 2016 and the evaluation being
completed by 22 June 2016.

The supply and installation of the modular classroom is a stand alone project and
therefore not part of a wider programme of works. The regeneration department
is delivering the scheme on behalf of children’'s and adults’ services. The
procurement strategy approval was not finalised before spring 2016 because the
officer acting as the education client left the council and there was resultant
miscommunication between the children’s and adults’ services and regeneration
departments; each believing that the other would produce the necessary
approval.

The lesson learned from this is that responsibility for producing all gateway
reports must be clearly allocated to a named officer and this noted in the
corresponding meeting note for reference.

Summary

11.

Officers in the legal and procurement sections have discussed and agreed the
conclusions set out above.

Policy implications

12.

There are no policy implications arising from this report.

Community Impact Statement

13.

This report is not considered to contain proposals that would have a significant
impact on any particular community or group.

Resource implications

14.

There are no direct resource implications in this report.

Consultation

15.

There has been no consultation on this report.



BACKGROUND DOCUMENTS

Background Papers

Held At

Contact

Constitution — Contract

Standing Orders July 2016

Constitutional Team,
Tooley Street, Second
Floor

Constitutional Team
020 7525 7055

APPENDICES
No. Title
Appendix 1 Gateway 1&2 - Procurement strategy approval and award of
contract: Summerhouse behavioural support provision: the supply
and installation of a modular classroom unit
AUDIT TRAIL

Lead Officer | Duncan Whitfield, Strategic Director of Finance and Governance

Report Author | Jo Anson, Head of Financial and Information Governance
Lee Wilson, Programme Manager, Capital Development

Version | Final

Dated | 31 August 2016

Key Decision? | No

CONSULTATION WITH OTHER OFFICERS / DIRECTORATES / CABINET

MEMBER

Officer Title Comments Sought | Comments included
Corporate Contract Review Board Yes Yes
Director of Law and Democracy No No
Strategic Director of Finance N/A N/A
and Governance
Cabinet Member No No
Date final report sent to Constitutional Team 31 August 2016




APPENDIX 1
Iltem No. Classification: Date: Meeting Name:
Open 13" July 2016 Strategic Director of
Children's and  Adults’
Services
Report title: Gateway 1 and 2 Procurement Strategy and

Contract Award Approval
Summerhouse Behavioural Support Provision: the
supply and installation of a modular classroom unit

Ward(s) or groups affected: East Dulwich Ward
From: Bruce Glockling, Head of Regeneration - Capital
Works

RECOMMENDATION (S)
That the Strategic Director of Children’s and Adults Services:-

1. Approve retrospectively the procurement strategies outlined in this report for
contract works and services to supply and install a modular unit to provide two
extra classrooms at Summerhouse.

2. Approve retrospectively the procurement of Playle and Partners for professional
services to deliver a modular unit expansion on the basis of a single fee
submission with due consideration given to financial capability, relevant expertise
and known performance at an estimated cost of £12,000, plus surveys,
investigations and statutory fees.

3. Approve the award of the contract to supply and install the modular classrooms at
Summer House to Danzer Limited for the tendered sum of £154,687 under the JCT
2011 Design and Build contract amended to incorporate the Southwark
amendments for a contract period of approximately 15 weeks commencing on 15
July 2016.

BACKGROUND INFORMATION

4. This report is to confirm an earlier decision to proceed with this scheme, records
the process followed to date and recommends the appointment of the contractor.

5. One 1st July 2015 the Children’s Services Capital Management Group approved
the budget in the sum of £190,000 for the increase in capacity of the
Summerhouse Behavioural Support provision by providing additional classes. See
Appendix 1.

6. In order to meet the needs of children who are diagnosed with emotional and
behavioural needs within the primary sector there is a need to increase the
capacity of the Summerhouse Behavioural Support Provision to provide an
additional class for up to 8 FTE pupils from September 2015. This expansion
requires an additional classroom of a modular type within the grounds of
Summerhouse.




10.

11.

An initial feasibility identified a location that, subject to the usual surveys and
investigations, could accommodate the desired classrooms.

The site is restricted and it is not possible to complete the necessary ground works
during any period other than the summer school holidays due to the lack of space
whilst the school is in operation which would otherwise restrict the contractor’'s
options to perform efficiently.

For speed and certainty of delivery, a single fee proposal was obtained from a
consultant with a proven track record in the delivery of such schemes for the
Council. This fee proposal of £11,900 for Employer's Agent, Principal Designer,
and Architectural Services was assessed as being comparable to that for delivery
of similar schemes and was accepted.

Tenders for Summerhouse would be sought from specialist suppliers of modular,
pre-fabricated buildings on the Council’'s Approved list with due consideration given
to their financial capability, relevant expertise and known performance with a
minimum of five invited tenders in accordance with CSO6.

The estimated cost of works to supply and install the modular classroom is
£150,000, with further costs in the region of £20,000 for the school to procure
loose furniture and equipment, plus ICT.

Summary of the business casel/justification for the procurement

12.

13.

14,

15.

The provision at Summerhouse is mainly preventive and demonstrates best
practice in supporting children with emotional and behavioural need and preventing
exclusions. The full business case is attached in Appendix 2.

Summerhouse’s waiting list has increased significantly in recent years. In order to
support other primary schools in the borough who might be excluded it has been
necessary to provide one to one funding for some pupils pending the release of a
place at Summerhouse. This approach is more expensive in the long run as at
Summerhouse children are supported in groups, which reduces the unit cost per
child.

The Local Authority has a statutory obligation to provide ‘education other than at
school' for excluded pupils.

The current situation is further compounded by the insufficient number of places at
Beormund primary special school for children with Education, Health and Care
plans for emotional needs. However, the expansion plan for Beormund School is
complex and may only come to fruition 4 to 5 years from now. If Summerhouse is
not expanded then there would likely be an increase in exclusions from school
which will result in the Local Authority commissioning places out of borough for
children with no school places.

Market considerations

16.

Due to the nature of relatively minimal construction works required, specialist
modular contractors are preferred. Offering the works to general contractors would
increase cost and give less control on the design.
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17. There are a number of suitable specialist modular contractors on the council’s
works approved list which is the proposed route to market.

KEY ISSUES FOR CONSIDERATION

Options for procurement route including procurement approach
By using a specialist modular contractor, the Council should be able to reduce
costs whilst maintaining greater design control as they will manufacture the main

product directly.
18. The following options were reviewed to determine the procurement route.

Procurement Route | Comments

No works would have been undertaken leaving the Local
Authority in the position of having to fulfil it's statutory duties in
Do nothing other ways which would result in less control and more
expense and is likely to be less beneficial to the end user.

A review was undertaken of the available frameworks
providers which identified that there was no framework

Framework . o .
provider for small scale modular building currently available.

This complies with the council's standard contract standing
orders and contains a number of proven contractors who can
demonstrate providing value for money and adequate school
modular units’ experience.

Approved list

This option was not sought due to the restricted time scale to

Open tender
P deliver the project.

Proposed procurement route
19. A competitive tender run using a minimum of 5 contractors from the Council’'s

Approved List of Contractors with due consideration given to financial capability,
relevant expertise and known performance..

Identified risks for the procurement

RNICS)k Identified Risk Likelihood Risk Control
1. | Contractor have no Low Contractors will be approached to gauge
availability to complete the level of interest and availability.
works
2. | Unable to obtain planning Low Planning obtained prior to engaging
approval for the scheme. contractor. This however delayed
procurement of the contractor.

3. | Works will overrun Low Council to ensure that the internal
external resources are in place to deliver
the project in a timely manner.

4. | Viability of scheme. | Medium | Project scheme to be benchmarked by cost

Tenders come back higher manager at each stage of the design and
that anticipated and these costs will be tested with previous




11

beyond the project budget.

schemes.

5. | Inadequate cost control. Medium

Agree cost ceilings and require the
contractor to enter into a fixed price lump
sum contract. The Council will only sign the
construction contract if the project is within
the approved budget.

Key /Non Key decisions
20. This report deals with a non key decision

Policy implications

21. This additional provision would support the Council’'s commitment in achieving that
more children are able to fulfil their full potential and to achieve both high academic
standards and personal well being. By reducing exclusions from school family
stability is also promoted and the dangers of criminal activity are reduced.

Procurement project plan (Non Key decisions)

Approval of Gateway 1: Procurement strategy report 14/07/2016
Planning Approval obtained 23/03/2016
Completion of tender documentation 18/04/2016
Closing date for receipt of expressions of interest 21/03/2016
Completion of short-listing of applicants 05/04/2016
Invitation to tender 18/04/2016
Closing date for return of tenders 18/05/2016
iCr:]?er?\ﬁLethgn of clarification meetings/presentations/evaluation 08/06/2016
Completion of evaluation of tenders 22/06/2016
Approval of Gateway 2: Contract Award Report 14/07/2016
Notification of implementation of Gateway 2 decision 14/07/2016
Contract award 14/07/2016
Add to Contract Register 14/07/2016
Contract start 15/07/2016
Initial Contract completion date 31/10/2016

TUPE/Pensions implications

22. Not Applicable
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Development of the tender documentation

23. The specification and tender documents were developed by the consultant Playle
and Partners LLP.

24. The conditions of contract will be the Council’s Standard Amendment to JCT 2011
Design and Building incorporating the Council’s standard amendments, including a
provision that the contractor shall (and shall procure that its employees shall)
comply with the requirements of the Employment Regulations Act 1999
(Blacklisting Regulations) and shall not during the provision of the works be a party
to or concur in any discriminatory practice which could be construed as blacklisting
or boycotting any person who has sought employment with the contractor.

Advertising the contract

25. As this is being tendered through the Council’'s Approved Works List there is no
requirement to further advertise the contract under the council's contract standing
orders.

Tender Process

26. 0On 19 April 2016 five contractors were selected from the Council's Approved List

of Contractors to submit a price, consideration was given to relevant expertise and
past performance. These were

e Danzer Ltd
[ )
[ )
[ )
L]
27.0n 20 April 2016 - withdrew (due to the constrained site size) and on 21
April 2016 withdrew (due to their capacity to take on new

work). A further three contractors were invited to submit a price, these were

28.0n 28 April 2016 |GG \ithdrew (due to the tiﬁht timescales and their

capacity to respond in time) and they were followed by on 13 May
2016 (due to their capacity to take on new work)

29. The following tenders were received on 23 May 2016

Tender A (17 weeks) Tender B

Danzer Ltd

Tender Evaluation

30. The selection process for the contractor was carried out on the basis of the most
economically advantageous tender balancing price and quality submission on a
ratio of 70/30 (price /quality).
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31. The consultant reviewed the price elements of each tender and the quality review
was undertaken jointly by the Consultants and Regeneration Officers in Capital
Works and Development team.

32. Tender submissions were evaluated their proposed programme, working in a
restricted site, method statements for the control of nuisances and Health and
Safety plans and method of work and external design.

33. Tenders were scored according to the tables below:

34. The tenders were revised to include provisional sums, this gave the following
results

Danzer Ltd

35. Only the two lowest priced tenders were evaluated for quality given the large
variance in prices between these and the two highest

Contractor Quality score (30%)

Danzer Ltd

36. The combined quality and financial scores give the following result

Contractor Quality score | Financial score | Overall Score Ranking

30%) 70%
Danzer Ltd
I | 2

Community impact statement

=

37. Since 2008 Summerhouse has a played a key role in ensuring zero permanent
exclusion from primary schools across the borough and the provision is highly
valued by primary schools and they are keen to see the supportive works of
Summerhouse expand.

38. Health & safety aspects of the ground works, traffic, and noise and dust nuisances
are the primary concerns but these will be mitigated with good construction
practices on site and the school not being in operation over the summer holiday.

Sustainability considerations

39. The proposed refurbishment works is judged to have only a small impact on the
environment.

Economic considerations
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40. Not applicable due to the scale of the scheme.
Social considerations

41. This supply and installation of a modular unit containing two classrooms will
accommodate additional places at Summerhouse behavioural support provision.
The increase in numbers is not assessed as giving rise to adverse social impact.
The provision will cater for the needs of the local resident of Southwark Council.

42. The contractor will carry out the works under the considerate contractor scheme
which seeks to minimise disturbance and disruption in the locality.

43. The Council is an officially accredited London Living Wage (LLW) Employer and is
committed to ensuring that, where appropriate, development partners engaged by
the Council to provide works or services within Southwark pay their staff at a
minimum rate equivalent to the LLW rate.

Environmental considerations

44. The contract specifies that, where practical, materials will be recycled, and the
remainder of the debris will be used as back-fill or will be removed to a registered
infill site or tip.

Plans for the monitoring and management of the contract

45, Playle and Partners LLP has been appointed to manage this works contract from
inception thru to completion. They have been appointed to cover cost

management, design and contract supervision and CDM compliance.

46. Playle and Partners report directly to a Project Manager in Regeneration Capital
Works team, who monitor their progress via regular meetings.

Staffing/procurement implications

47. Once the additional class rooms have been provided, additional staffing costs will
be in the region of £70,000 to Summerhouse.

48. Any staffing requirements arising from this procurement will be provided from
Playle and Partners LLP or within the existing Regeneration Capital Works team
structure.
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Financial implications

49. The estimated cost of the scheme is £195,000. The total cost of this works contract
is [ inclusive of provisional sums of for unforeseen
circumstances. The breakdown of these cost is shown in the table below:-

£
Costs of investigation and surveys
Fee including consultant’s fees
School Expenditure reimbursement (FFE/ICT)
Cost of works (14 week programme variant)

Grand Total e

50. The cost of this contract can be met from existing resources within the Children’s
and Adult services 2-year old underspend.

51. Revenue funding for additional staff and on going maintenance costs will be sought
from the DSG via Schools' Forum.

Investment implications

52. None for this scheme

Legal implications

53. No advice sought due to value and straightforwardness of the project
Consultation

54. No Consultation required.

55. Party wall award in place for adjoining owner

Other implications or issues

56. None

SUPPLEMENTARY ADVICE FROM OTHER OFFICERS
Head of Procurement

57. Not required as value is below EU threshold
Director of Law and Democracy

58. Not required as value is below EU threshold
Strategic Director of Finance and Governance

59. Not required as value is below EU threshold
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FOR DELEGATED APPROVAL

Under the powers delegated to me in accordance with the Council’'s Contract Standing
Orders, | authorise action in accordance with the recommendation(s) contained in the

above report.

Signatwre HNN................. Date.. !X 16

Designation .F ...................................

BACKGROUND DOCUMENTS

Background Documents Held At Contact

Title of document(s) Title of department / unit Name

None Address Phone number

Link: ( Insert hyperlink here)

APPENDICES

No Title

Appendix 1 Minutes of Children’s Services Capital Management Group dated 1
July 2015

Appendix 2 Business case for the expansion of Summerhouse behavioural team
and provision dated 1> July 2015

AUDIT TRAIL

Bruce Glockling, Head of Regeneration, Capital works and
Lead Officer Development

Lee Wilson, Programme Manager

Report Authors Jacqui Flynn, Project Manager

Version Final
Dated 14" July 2016
Key Decision? No

CONSULTATION WITH OTHER OFFICERS / DIRECTORATES / CABINET
MEMBER

Officer Title Comments Sought comments
included

Strategic Director of Finance and

Governance No No
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Head of Procurement

No No
Director of Law and Democracy No No
Director of Exchequer (for housing
contracts only) No No
Cabinet Member No No
Contract Review Boards
Departmental Contract Review Board No No
Corporate Contract Review Board No No
Cabinet Member No No

Date final report sent to Constitutional

Council/Scrutiny Team

/Community

10
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Agenda Item 9

Item No. Classification: | Date: Meeting Name:
9. Open 14 September 2016 | Audit, governance and
standards committee
Report title: Annual Governance Statement 2015-16
Ward(s) or groups All
affected:
From: Strategic Director of Finance and Governance
RECOMMENDATIONS

1.

That the audit, governance and standards committee approves the annual
governance statement 2015-16, as attached (Appendix 1).

BACKGROUND INFORMATION

2.

The Accounts and Audit Regulations 2015 require that the annual governance
statement be presented to and approved by an appropriate committee of the
council. Under the constitution, the audit, governance and standards committee is
the body that formally receives the annual governance statement.

The regulations require the annual governance statement to accompany the
signed and dated accounts and to be approved at the same time as the statement
of accounts. The draft annual governance statement for 2015-16 was presented to
this committee on 14 July 2016 and minor amendments were requested which
have been made. Formal approval is now sought.

Following this approval, the annual governance statement should be signed by the
most senior member of the council and most senior officer, who are the Leader of
the Council and the Chief Executive.

KEY ISSUES FOR CONSIDERATION

5.

Every year, each local authority is required by law to conduct a review of the
effectiveness of its system of internal control and to include a statement reporting
on the review, the annual governance statement (AGS), with its financial
statements.

The annual governance statement is therefore a mandatory statement that
recognises, records and publishes the council’s governance arrangements as
defined in the CIPFA/SOLACE framework for good governance in local
authorities. It reflects how the council conducts its business, both internally and in
its dealings with others. Its objective is to provide assurance on the effectiveness
of the corporate governance arrangements and to identify significant governance
issues requiring management action.

The statement is produced following a review of the council’s governance
arrangements and system of internal control. The review consists of an evaluation
of the council’'s governance arrangements against the best practice described in
the CIPFA guidelines. This includes an assessment of the systems and processes



19

for:

e establishing the council’s principal statutory obligations and organisational
objectives and applying the six CIPFA/SOLACE core principles of good
governance

¢ identifying the principal risks to the achievement of the council’s objectives

e identifying and evaluating key controls to manage the council’s principal risks

e obtaining assurances on the effectiveness of key controls.

8. Further information about the review process was set out in the report on the draft
annual governance statement to this committee in July 2016. No further significant
issues have been identified since this committee’s consideration of the draft
statement at its July meeting and the statement has also since been reviewed by
Grant Thornton, the council’s external auditor.

Community Impact Statement

9. This report and the accompanying annual governance statement are not
considered to have a direct impact on local people and communities. However,
good governance arrangements are important to the delivery of local services and
to the achievement of outcomes.

Resource implications

10. There are no direct resource implications in this report.

Consultation

11. There has been no consultation on this report.

SUPPLEMENTARY ADVICE FROM OTHER OFFICERS

12. None required.
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London Borough of Southwark
2015-16 Annual Governance Statement

Annual Governance Statement

Scope of responsibility

Southwark Council is responsible for ensuring that its business is conducted in
accordance with the law and proper standards, and that public money is safeguarded
and properly accounted for, and used economically, efficiently and effectively. The
council also has a duty under the Local Government Act 1999 to make arrangements
to secure continuous improvement in the way in which its functions are exercised,
having regard to a combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, Southwark Council is responsible for putting
in place proper arrangements for the governance of its affairs, facilitating the effective
exercise of its functions, and which include arrangements for the management of
risk.

. Southwark Council has approved and adopted a Code of Corporate Governance,

which is consistent with the principles of the CIPFA/SOLACE Framework Delivering
Good Governance in Local Government. A copy of the code is on our website at
www.southwark.gov.uk. This statement explains how the council has complied with
the code and also meets the requirements of the Accounts and Audit Regulations
2015, regulation 6, which requires all relevant bodies to prepare an annual
governance statement.

The purpose of the governance framework

. The governance framework comprises the systems and processes, and culture and

values, by which the council is directed and controlled and the activities through
which it accounts to, engages with and leads its communities. It enables the council
to monitor the achievement of its strategic objectives and to consider whether those
objectives have led to the delivery of appropriate services and value for money.

. The system of internal control is a significant part of that framework and is designed

to manage risk to a reasonable level. It cannot eliminate all risk of failure to achieve
policies, aims and objectives and can therefore only provide reasonable and not
absolute assurance of effectiveness. The system of internal control is based on an
ongoing process designed to identify and prioritise the risks to the achievement of the
council’s policies, aims and objectives, to evaluate the likelihood and potential impact
of those risks being realised, and to manage them efficiently, effectively and
economically.

. The governance framework has been in place at Southwark Council for the year

ended 31 March 2016 and up to the date of approval of the statement of accounts.

The council’s governance framework

. The council assembly is responsible for approving the budget, developing policies,

making constitutional decisions and deciding local legislation. The council assembly
elects the leader for a term of four years, and the leader appoints a cabinet of up to
ten councillors (including him/herself), each holding a special portfolio of
responsibility.

. The council’'s constitution is updated throughout the year and sets out how the

council operates. It states what matters are reserved for decision by the whole
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council, the responsibilities of the cabinet and the matters reserved for collective and
individual decision, and the powers delegated to panels, committees and community
councils. Decision-making powers not reserved for councillors are delegated to chief
officers and heads of service. The monitoring officer ensures that all decisions made
are legal and supports the standards committee (audit, governance and standards
committee from May 2016) in promoting high standards of conduct amongst
members.

The overview and scrutiny committee and its sub-committees scrutinise decisions
made by the cabinet, and those delegated to officers, and review services provided
by the council and its partners. The scrutiny officer promotes and supports the
council’s scrutiny functions.

The cabinet has developed a fairer future vision for Southwark, which is published
on the council’s website. It is reviewed and updated according to changing statutory
requirements, the evolving social and economic situation, analyses of needs and the
performance of the council against its priorities. The vision is underpinned by five
principles and guides ten promises, made to help achieve the vision.

The overall budget and policy framework of the council is set by the council assembly
and all decisions are made within this framework. The council’s overall policy is
represented through the council plan, which is developed alongside the budget
through consultation with residents and other stakeholders in the borough, and which
sets out how the fairer future vision will be delivered. Performance against the council
plan is monitored throughout the year. Progress is reviewed quarterly by the leader,
lead cabinet member for performance and respective cabinet members and is
reported through an annual performance report at the end of each financial year. The
council also monitors its performance through feedback from its residents and
service users.

The council welcomes views from the public and community as part of the
constitutional process. These views are considered through formal and informal
consultation processes, attendance at local meetings (e.g. community council
meetings) or contact with a local ward councillor. Trades unions are consulted on
issues that affect council staff.

The council plan is a key reference tool for the Medium Term Resources Strategy,
which enables the council to make best use of financial, human, technological and
other resources available and to enable the continued provision of value for money
services that meet the needs of residents, businesses and other stakeholders. At the
broadest level, the council also works with a number of key strategic partners.

From the council plan, service plans and business plans are developed and
individual officer work plans are agreed, with performance targets agreed at every
level. Detailed budgets are aligned to corresponding plans following a robust budget
challenge process, which challenges managers to demonstrate efficiency and value
for money, and performance is monitored and managed at every level on a regular
basis.

The performance management process helps to identify learning and development
needs, which are translated into personal development plans for staff. Members are
also offered development opportunities, in line with their own personal development
plans. The council provides a complete programme of learning and development to
officers and members. Senior officers are also expected to keep abreast of
developments in their profession.


http://www.southwark.gov.uk/info/200293/a_fairer_future/2959/fairer_future_for_all_vision
http://www.southwark.gov.uk/info/200293/a_fairer_future/3156/council_plan
http://www.southwark.gov.uk/info/200493/what_we_do/523/medium_term_resources_strategy
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The council also has a whistleblowing policy, which encourages staff and other
concerned parties to report any instances of suspected unlawful conduct, financial
malpractice, or actions that are dangerous to the public or environment.

The council expects the highest standards of conduct and personal behaviour from
members and staff; and promotes and maintains high standards of conduct by both
elected and co-opted members of the authority. These standards are defined and
communicated through codes of conduct, protocols and other documents.

The council’s financial management arrangements conform with the governance
requirements of the CIPFA “Statement on the Role of the Chief Financial Officer in
Local Government” (2010) as set out in the “Application Note to Delivering Good
Governance in Local Government: Framework”. The chief financial officer is the
strategic director of finance and governance, who has statutory responsibility for the
proper management of the council’s finances and is a key member of the chief officer
team. He formally devolves the management of the council’s finances within
departments to strategic directors through the Scheme of Delegation for Financial
Authority and Accountability. Strategic directors further devolve decision making
through departmental schemes of management. The strategic director of finance and
governance also provides detailed finance protocols, financial regulations,
procedures, guidance and finance training for managers and staff.

The council’s assurance arrangements conform with the governance requirements of
the CIPFA “Statement on the Role of the Head of Internal Audit in Public Service
Organisations” (2010). The head of anti-fraud and internal audit reports functionally
to the audit and governance committee (audit, governance and standards committee
from May 2016), which approves the audit plan and strategy and receives reports
throughout the year on audit and anti-fraud activity as well as the annual report and
opinion on the internal control framework.

The council’s risk management strategy ensures proper management of the risks to
the achievement of the council’s priorities and helps decision making. In the council’s
day-to-day operations, a framework of internal controls (e.g. authorisation,
reconciliations, separation of duties, etc) controls the risks of fraud or error, and this
framework is reviewed by internal audit. The council has appropriate arrangements in
place to deal with fraud and corruption risks and is committed to maintaining its
vigilance to tackle fraud. Partnership working is governed by agreements, protocols
or memoranda of understanding relevant to the type of work or relationship involved.
The council’s legal services and procurement teams ensure that all are fit for purpose
and the council’s interests are protected.

The audit and governance committee (audit, governance and standards committee
from May 2016) is responsible for monitoring the effective development and
operation of corporate governance in the council. It provides independent assurance
of the adequacy of the council's governance arrangements, including the risk
management framework and the associated control environment, the authority's
financial and non-financial performance to the extent that it affects the authority's
exposure to risk and weakens the control environment, oversight of the financial
reporting process and scrutiny of the treasury management strategy and policies.

Review of effectiveness

Southwark Council has responsibility for conducting, at least annually, a review of the
effectiveness of its governance framework including the system of internal control.
The review of effectiveness is informed by the work of the senior managers within the
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council who have responsibility for the development and maintenance of the
governance environment, the head of anti-fraud and internal audit’s annual report,
and by comments made by the external auditors and other review agencies and
inspectorates.

The process that has been applied in maintaining and reviewing the effectiveness of
the governance framework includes the following:

e the council’s internal management processes, such as performance monitoring
and reporting; the staff performance appraisal framework; internal surveys of
awareness of corporate policies; monitoring of policies, such as the corporate
complaints and health and safety policies; and the corporate budget challenge
process

o the work of the corporate and departmental contract review boards
¢ the work of the corporate governance panel

¢ an annual self assessment of the adequacy of the governance arrangements in
departments completed by each strategic director

e the council’s internal audit coverage, which is planned using a risk-based
approach. The outcome from the internal audit coverage helps form the head of
anti-fraud and internal audit’s opinion on the overall adequacy of the council’s
internal control framework, which is reported in his annual report

e the head of anti-fraud and internal audit's annual report on anti-fraud and
corruption activities

e Ofsted’'s three yearly inspection of safeguarding and looked after children
services

e external audit of the council’s financial statements and the pension fund accounts

o the work of the audit and governance committee (audit, governance and
standards committee from May 2016), which reviews the outcomes from the
annual audit plan and the annual report of the head of anti-fraud and internal
audit

o the work of the overview and scrutiny committee and its sub-committees

e review of the constitution by the constitutional steering panel, which recommends
amendments, where appropriate, to the constitution for agreement by the council
assembly

¢ work of the standards committee (audit, governance and standards committee
from May 2016), which includes monitoring the operation of the members’ code of
conduct and the member and officer protocol

o statutory officers’ reports, if applicable.

We have been advised on the implications of the result of the effectiveness of the
governance framework by the audit and governance committee (audit, governance
and standards committee from May 2016), and that the arrangements continue to be
regarded as fit for purpose in accordance with the governance framework. The areas
already addressed and those to be specifically addressed with new actions planned
are outlined below.
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Significant governance issues

25. The review, as detailed above, provides good overall assurance of the effectiveness
of the council’'s system of internal control. Specific opportunities for improvement in
governance and internal controls identified as part of the assurance processes
detailed above have been addressed or are included in action plans for the relevant
managers.

26. The council faces a number of issues and areas of significant change that will require
consideration and action as appropriate over the medium to long term:

Continuing ongoing impact of reduced government funding and demand
pressures, along with a refreshed council plan, which will require an updated
Medium Term Resources Strategy

Funding of the capital programme, specifically in recognition of regeneration
and housing activity and aspirations

Continued potential impact of welfare reform including the imminent
introduction of universal credit — work is still required to understand the timing
and detail of the roll out and to quantify the possible impact across the council

Ongoing and additional impact of business rates appeals, including on the
achievement of government targets, and the review of the business rate
retention arrangements including potential extension of discretionary rate
relief policy on funding

The net reduction in funding available to the council and the continuing need
to improve services and enhance customer access to those services means
that integration and optimisation of the use of data held and managed by
council departments becomes increasingly important.

After three years of shared responsibilities for public health services across
Southwark and Lambeth and with the additional public health function now
being transferred, there will be an ongoing need to scrutinise closely to
provide best value and optimum outcomes

The council is increasingly dependent on shared arrangements with health
partners, in order to fund the growing demand for services in the context of
reduced council funding. This will require appropriate strategies and planning.

The council continues to experience pressures, as a consequence of changes
in the rented and private residential housing market across London. While in
some cases this may create opportunities for the council, there are overriding
budget pressures within the social rented sector and, as a result, a significant
impact on temporary accommodation costs. These are anticipated to continue
through 2016/17 and beyond and continue to need close monitoring and
management

As with temporary accommodation, the council is experiencing significant
demand increases in respect of the no recourse to public funds (NRPF)
budget. Although this has been mitigated by robust management action, the
budget remains subject to significant pressure
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e The nature of the council’s business activities means that there are ongoing
information governance risks which continue to require careful management,
particularly in the context of a period of transition to new IT provider
arrangements

e The introduction of Individual Electoral Registration and attendant challenges
including migration issues have highlighted the need for a complete and
accurate register

e The need to maintain, develop and improve governance arrangements gives
rise to governance issues as the council continues to undergo rapid
transformation.

27. We propose over the coming year to take steps to address the above matters to
further enhance our governance arrangements, including the continual
development of the council’s risk management framework. We are satisfied that
these steps will address the need for improvements that were identified in our
review of effectiveness and will monitor their implementation and operation as
part of our next annual review.

Signed on behalf of Southwark Council:
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Item No. Classification: Date: Meeting Name:
10. Open 14 September 2016 | Audit, Governance and Standards
Committee
Report title: Audit findings report 2015-16 and pension fund audit

findings report 2015-16

Ward(s) or groups affected: | All

From: Strategic Director of Finance and Governance

RECOMMENDATIONS
1. That the audit, governance and standards committee:

i) consider the matters raised in the audit findings report for 2015/16
(Appendix A) before approval of the council’s accounts

i) note the adjustments to the accounts as set out on page 20 of the audit
findings report

iii) approve the letter of representation set out at Appendix B

iv) consider the matters raised in the pension fund audit findings report for
2015/16 (Appendix C) before approval of the pension fund accounts.

v) note the action plan to address audit findings (page 24)

vi) approve the pension fund letter of representation set out at Appendix D of
this report.

BACKGROUND INFORMATION

2. As the council’s appointed external auditor, Grant Thornton is required under the
statutory Code of Audit Practice for Local Government Bodies to issue reports to
those charged with governance summarising the conclusions of the audit work.
The audit, governance and standards committee is the council’s constitutional
body for receiving these reports and needs to consider the auditor's reports
before approving the accounts.

3.  The audit of the pension fund accounts is separate from the audit of the council’s
main accounts. There are separate audit findings reports from the auditor for the
pension fund accounts.

4. The auditor is required by professional auditing standards to report to the
committee certain matters before giving their opinion on the financial statements.
There are separate sections in each report covering these matters.

5. In addition to reporting on the financial statements, the auditor reports on any
circumstances where they suspect or detect fraud and on whether, in their view,
the council has made proper arrangements for securing economy, efficiency and
effectiveness in its use of resources.
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The principal purposes of the reports are to:

* reach a mutual understanding of the scope of the audit and the respective
responsibilities of the auditor and the audit and governance committee

« share information to assist both the auditor and the committee to fulfil their
respective responsibilities

+ provide the committee with recommendations for improvement arising from
the audit process.

Before the auditor issues their formal opinion, they will require letters of
representations to be provided by the council. The draft letters, relating to each of
the main accounts and pension fund accounts, are set out in appendices B and D
respectively. The final letters, once approved by this committee, will be signed by
the strategic director of finance and governance on behalf of the council.

At the time of preparing this report, the audit of the accounts and the preparation
of the audited accounts were still being finalised. The auditor will update the
commit