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1.0 SUMMARY

1.1. The Council’s Financial Regulations require to be updated to more accurately reflect the governance structure and business processes of the Council. This exercise was last performed in early 2006.
2.0 RECOMMENDATIONS

2.1. It is recommended that the Council:
(a)
note the amendments to the Financial Regulations below; and

(b)
approve the revised Financial Regulations as set out in Appendix 1.

3.0 BACKGROUND

3.1. We have recently completed a review of the Council’s Financial Regulations. The last time the Regulations were reviewed was in April 2006.

3.2. The main focus of our review was to ensure that they continued to reflect the operational and governance arrangements within the Council. There have been a number of minor changes, typically to reflect changes to Committee names as well as to provide greater clarity by removal of potentially ambiguous language. 

3.3. However, there are some changes to the Financial Regulations that are more significant and these are detailed in the table below:

	Section
	Note



	5.2
	The previous version of the Regulations stated that all budget virements exceeding £30,000 had to be approved by Council. To enable greater flexibility, whilst still retaining effective internal control, the following process has been recommended:

	5.2 cont.
	Provided they do not relate to the funding of new Council services or changes in Policy, budget virements, capital and revenue, must be approved as follows:

· up to £30,000 by a Chief Officer in consultation with the Head of Finance;

· greater than £30,000 but less than or equal to £60,000 by the Corporate Management Team (CMT);

· greater than £60,000 by the Council.

See 3.4 and 3.5 for further information.

	5.7
	The previous Regulations stated that any changes to the Capital plan exceeding £30,000 had to be approved by the Council. We have amended this to state that changes in the expenditure profile over the 3-year capital plan do not have to be approved by Council.

	14.2
	The wording of this section of the Regulations has been changed to be clear that it is the responsibility of authorising officers to ensure that official purchase orders are raised. This has been identified as a weakness in previous internal audit reports.

	15.2 – 15.3
	These sections of the Regulations detail the processes for the use of the Daily Payment System. This seeks to clarify where the Daily Payment System can be used. It has been noted in previous internal audit reports that this system has been used to bypass normal purchasing/payment controls. 

	Appendix 2 – s5
	A section has been included to define the internal audit planning process. The CIPFA Code of Practice for Internal Audit in Local Authorities in the UK states that the process should be documented. This was highlighted as a weakness in the external audit review of Internal Audit in 2006/7. 

	App 2 – s8
	A section has been included determining the resourcing and development process for internal audit. The CIPFA Code of Practice for Internal Audit in Local Authorities in the UK states that this process should be documented. This was also highlighted as a weakness in the external audit review of Internal Audit in 2006/7.

	Removed
	We have removed several sections of the Regulations in an attempt to ensure they focus on key financial processes. The aim has been to refer to other policies/standards rather than embed them in the Regulations. This also serves to minimise the need to revise the Financial Regulations whenever there is a change in one of the supporting policies.

Those sections removed are:

· Section on the Data Protection Act (was Section 24). 

· Appendix on Prevention & Detection of Fraud & Corruption Policy (was Appendix 3); and 

· Appendix on Benefits Sanction Policy (was Appendix 4).




3.4. We have reviewed the Financial Regulations as they relate to budget virements and used our own experience of other Councils in determining this revision. The most common approach is for budget virements to be approved by the Chief Officer/Executive Director for the Service with reference being made to the Head of Finance up to a defined limit. Where virements exceed these limits, approval will be sought from Council or other a designated sub-committee. 
3.5. Our primary focus in reviewing the Regulations was to maintain or enhance the level of internal control over budget virements. The proposed amendment ensures that Members are informed of and responsible for reviewing all significant changes to budgets. Given that budget virements do not result in additional revenue or capital funding, we believe that the introduction of the new approval process ensures that there is adequate scrutiny and authorisation of proposed amendments to the budget and that this does not represent significant financial risk to the Council. 
4.0 CONCLUSIONS

4.1. It is good practice to review and update the Financial Regulations periodically to reflect changes in organisation structure and business processes and confirm their relevance to the Council. The amendments noted above aim to achieve this.
5.0 SUSTAINABILITY IMPLICATIONS

5.1. None identified.


6.0 FINANCIAL IMPLICATIONS

6.1. None identified.
6.2.
Declarations
(1)
The recommendations contained within this report support or implement Corporate Priorities, Council Policies and/or the Community Plan:

·      Corporate Priorities (Key Themes) (Please tick  MACROBUTTON UncheckIt ()
Achieving Potential





 MACROBUTTON CheckIt (
Maximising Quality of Life





 MACROBUTTON CheckIt (
Securing Prosperity





 MACROBUTTON CheckIt (
Enhancing the Environment





 MACROBUTTON CheckIt (
Maintaining an Effective Organisation




 MACROBUTTON UncheckIt (
· Council Policies  (Please detail)

· Community Plan (Themes) (Please tick  MACROBUTTON UncheckIt ()

Community Safety     





 MACROBUTTON CheckIt (
Economic Development





 MACROBUTTON CheckIt (
Environment and Sustainability





 MACROBUTTON CheckIt (
Health Improvement





 MACROBUTTON CheckIt (
(2)
In adopting the recommendations contained in this report, 

 MACROBUTTON CheckIt (
the Council is acting within its legal powers. (Please tick  MACROBUTTON UncheckIt ()

(3)
The full financial implications of the recommendations contained
 MACROBUTTON CheckIt (
in this report are set out in the report.  This includes a reference
to full life cycle costs where appropriate. (Please tick  MACROBUTTON UncheckIt ()

____________________________
Head of Finance
____________________________
Director of Corporate Development
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