Your Ref.
Our Ref

Please Reply To Kathryn McGowan

Telephone No (01924) 305338

Email kmcgowan@wakefield.gov.uk
Date 10 October 2013

To: Members of the YPO Joint Committee Audit Sub-Committee

Dear Member
YPO AUDIT SUB-COMMITTEE - FRIDAY, 18 OCTOBER 2013

It is with pleasure that | write to invite you to attend a meeting of the YPO Joint Committee
Audit Sub-Committee which is to be held at 10:30 am on Friday, 18 October 2013 in the
YPO HQ, 41 Industrial Park, Wakefield to consider the items set out in the agenda
attached.

Please note that a training session for Members will take place before the meeting,
starting at 10.00am.

Yours sincerely

T

Joanne Roney OBE
Secretary to the Joint Committee

As a courtesy to colleagues will you please turn off your mobile phones and pagers
prior to the start of the meeting.

This agenda can be provided in large type, cassette, Braille or in another format or
language if required. Please contact the person named above to discuss your
requirement.







YORKSHIRE PURCHASING ORGANISATION AUDIT SUB-COMMITTEE -
Friday, 18 October 2013

AGENDA

1. Chair's Introduction and Welcome.
2. Acceptance of Apologies for Absence.
3. To approve, as a correct record, the Minutes of the meeting

held on 19 July 2013. (Pages 1 - 3)
4. Members' Declaration of Interest.
5. To note any items which the Chairman has agreed to add to

the agenda on the grounds of urgency.
6. Internal Audit Progress. (Pages 5 - 9)
7. Internal Audit Plan 2014. (Pages 11 -17)
8. Risk Management. (Pages 19 - 36)
9. Year End Closedown Timetable. (Pages 37 - 64)

10. Exclusion of the Public and Press.

In relation to reports containing exempt information to consider
and, if approved, pass the following resolution: -

“That the public and press be excluded from the meeting
during consideration of Agenda ltems 11 to 14 on the grounds
that they are likely to involve the disclosure of exempt
information as described in Part 1 of Schedule 12A to the Local
Government Act 1972, as amended”

IN PRIVATE

11.  Risk Register. (Pages 65 -101)

12.  Internal Audit Action Update. (Pages 103 -
111)

13.  Business Continuity Plan. (Pages 113 -
253)

14.  Outstanding Debtors Policy. (Pages 255 -
262)

15.  Date and Time of Next Meeting.

The next meeting of the YPO Audit Sub-Committee will be held
on 7 February 2014 at 10.00am.
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YORKSHIRE PURCHASING ORGANISATION AUDIT SUB-COMMITTEE

Friday, 19 July 2013

Present:.  The Chair — Councillor Shaw (Wakefield MDC)
Councillors Barnard (Barnsley MBC), Williams (Doncaster
MBC) and Walker (Wigan MBC)

ELECTION OF CHAIR

The Corporate Director opened the meeting and requested nominations from Members
for the position of Chair of the YPO Audit Sub-Committee for the forthcoming year. A
nomination was received on behalf of Councillor Shaw (Wakefield MDC) and seconded.

Resolved — That Councillor Shaw of Wakefield MDC be elected Chair of the YPO Audit
Sub-Committee for 2013/14.

CHAIR'S INTRODUCTION AND WELCOME
The Chair, Councillor Shaw, welcomed new and existing Members to the meeting.

APOLOGIES FOR ABSENCE
Apologies for absence submitted prior to the meeting were accepted on behalf of
Councillor Igbal (Bolton MBC).

MINUTES - 26 APRIL 2013
Resolved — That the Minutes of the meeting of the YPO Audit Sub-Committee held on
26 April 2013 be approved as a correct record.

MEMBERS' DECLARATION OF INTEREST
No declarations of interest were made.

TRAINING PROGRAMME

Members were asked to note the training programme for the Audit Sub-Committee for
2013/14 which had been previously agreed with the Chair. Members were informed that
the programme would be delivered in half hour slots immediately prior to each meeting
starting in October.

A Member requested that pension liability be added to the training programme.
Resolved — That the report be noted.

INTERNAL AUDIT PROGRESS

A report of the s151 Officer provided details of Internal Audit performance and work
during the period April to July 2013. Two audit reports had been issued since the last
meeting of the Sub-Committee and each was explained in detail.

Resolved - That the Internal Audit Progress Report, attached as Appendix A to the
report of the s151 Officer, be endorsed.

RISK MANAGEMENT PROCESS

A report of the Corporate Director provided assurances that work was progressing in
managing and reviewing strategic and operational risk. Members were informed that a
full review of the Strategic and Operational Risk Registers were carried out during the
second quarter of 2013.

Resolved — That the progress made towards the management of risk be noted.
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YORKSHIRE PURCHASING ORGANISATION AUDIT SUB-COMMITTEE - FRIDAY, 19 JULY

10.

1.

12

2013

POLICIES AND PROCEDURES
Consideration was given to a report which provided a list of policies and procedures
produced by YPO and which formed the basis on how the Organisation operated.

Members asked if more detail could be provided on a particular policy/procedure and
included as a future agenda item.

Resolved — That the report be noted.

ANNUAL AUDIT LETTER

A report of the Corporate Director presented to Members the Annual Audit Letter 2012,
attached as Appendix 1 to the report. Tabled at the meeting, was the notice of
conclusion of the audit for 2012.

Members were made aware of an additional fee required for work not processed at the
year end. Assurances were given, by KPMG, that the audit fee would not increase and
that this was an exceptional circumstance.

Resolved — That the content of the Annual Audit Letter and the intention to issue the
public notice of the closure of the audit and public inspection period, be noted.

PUBLIC SECTOR INTERNAL AUDIT STANDARDS

Consideration was given to a report of the s151 Officer which provided Members with
information regarding the new professional standards for Internal Audit and a supporting
CIPFA Application Note. Members were informed that the new standards, Public Sector
Internal Audit Standards (PSIAS), came into force on 1 April 2013. It replaced the
CIPFA Code of Practice for Internal Audit in Local Government in the UK 2006 as
recognised “best practice” for delivery of an effective Internal Audit function within Local
Government, as required by the Accounts and Audit Regulations 2011.

Members were made aware of the three key tasks to be undertaken by the Head of
Internal Audit in response to the introduction of PSIAS.

Resolved - (1) That the introduction of the new PSIAS and supporting Application Note,
be noted.

(2) That support be given to the proposed undertaking of a self-assessment against the
new standards by the Head of Internal Audit and that a report be submitted to a future
meeting.

(3) That reference be made to the standards whilst monitoring the role and effectiveness
of Internal Audit.

EXCLUSION OF THE PUBLIC AND PRESS

Resolved - That the public and press be excluded from the meeting during
consideration of Agenda ltems 14 and 15 on the grounds that they are likely to involve
the disclosure of exempt information as described in Part 1 of Schedule 12A to the Local
Government Act 1972, as amended.

IN PRIVATE
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YORKSHIRE PURCHASING ORGANISATION AUDIT SUB-COMMITTEE - FRIDAY, 19 JULY

13.

14.

15.

2013

RISK REGISTER

Members gave consideration to a report of the Corporate Director which provided the
Strategic Risk Register for YPO along with details of amendments made to the
Operational Risk Registers in the second quarter of 2013.

Members raised a number of issues and responses from Officers were accepted.
Resolved — (1) That the changes made to the Strategic Risk Register, be approved.

(2) That the changes made to the Operational Risk Registers during Q2 2013, be
approved.

INTERNAL AUDIT ACTION UPDATE

A report of the Risk Audit and Assurance Officer provided an update as to the progress
made towards agreed actions resulting from internal audits completed at YPO as part of
the Annual Audit Plan by Wakefield MDC Internal Audit.

Resolved - That the progress made towards agreed actions resulting from internal
audits be noted.

DATE AND TIME OF NEXT MEETING

Resolved — That the next meeting of the YPO Audit Sub-Committee be held on 18
October 2013 at 10.30am with a 30 minutes training session before (starting at
10.00am).



Agenda Page 4

This page is intentionally left blank



Agenda Page5 Agenda Item No 6

YPO

AUDIT SUB-COMMITTEE

TO BE HELD ON

18 OCTOBER 2013

TITLE: PROGRESS ON THE 2013 INTERNAL AUDIT PLAN

REPORT OF: THE s151 OFFICER

1.1

2.1

2.2

3.1

4.1

5.1

PURPOSE OF REPORT

This report is produced by the s151 Officer to provide Members with details of Internal
Audit’s performance and work during the period July to September 2013.
BACKGROUND INFORMATION

The report attached at Appendix A records details of audit work undertaken, and
reports issued, between July and September 2013.

In line with agreed protocols, a further progress report will be submitted to the next
meeting of the Audit Sub-Committee.

STRATEGIC IMPLICATIONS

Internal Audit’'s work includes involvement at a strategic level. A number of audits in
the 2013 Internal Audit Plan link to various YPO strategic risks.

FINANCIAL IMPLICATIONS

There are no specific financial implications associated with this report. The cost of the
audit work is met from the 2013 budget approved by YPO Members.

LEGAL IMPLICATIONS

The Accounts and Audit Regulations 2011 impose a duty on a local authority to
ensure “that the financial management ..... is adequate and effective and that the
[council] has a sound system of internal control which facilitates the effective exercise
of [its] functions and which includes arrangements for the management of risk.” The
work undertaken by the Internal Audit team contributes to ensuring this duty is
complied with.
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EQUALITY IMPLICATIONS

There are no direct implications relating to equality.

RISK IMPLICATIONS

Internal Audit makes a significant contribution to providing management and Members
with assurances on the Organisation’s systems of internal control. Its contribution
assists in identifying areas for improvement in control in the management of key risks.

In line with the terms of reference for the Audit Sub-Committee, consideration of this
report contributes to fulfilling its assurance role, in the ongoing review of internal
controls and overall risk management arrangements.

RECOMMENDATION

That Members comment on and endorse the Internal Audit Progress Report attached
as Appendix A to this report.

SERVICE DIRECTOR: JUDITH BADGER, DIRECTOR OF FINANCE, PROPERTY &
RESOURCES - WAKEFIELD COUNCIL

CONTACT OFFICERS: ALAN TILL, SERVICE MANAGER INTERNAL AUDIT & RISK -
WAKEFIELD COUNCIL; CARL TWEED, AUDIT MANAGER - WAKEFIELD COUNCIL

Telephone No: 01924 302364
E-mail address: atill@wakefield.gov.uk

Telephone No: 01924 306054
E-mail address: ctweed@wakefield.gov.uk
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APPENDIX A

Internal Audit Progress Report
July — September 2013

REPORT OF: Alan Till, Service Manager — Internal Audit & Risk

CONTACT OFFICER: Carl Tweed, Audit Manager
Corporate Services
City of Wakefield Metropolitan District Council
County Hall
Wakefield WF1 2QW
Tel. no. 01924 306054
Email address: ctweed@wakefield.gov.uk
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PURPOSE OF REPORT
1. The purpose of this report is to:

1.1 Present to the YPO Audit Sub-Committee details of Internal Audit’s performance
and work during the period July to September 2013.

1.2 Highlight any significant issues arising from audit work and the current position
on implementing agreed actions.

1.3 Consider future audit work.

PROGRESS ON THE 2013 AUDIT PLAN

2. 1 Internal Audit report has been issued since the last Internal Audit Progress Report
was discussed at the YPO Audit Sub-Committee on the 19" July 2013.

Report Audit Opinion In Report / Main Actions Taken By YPO
Messages In Report

Sales — 03/09/13 Fully Effective The action plan is not due to
be returned until the 26"
There are sound controls in place and | October 2013.

operating effectively as a means of
managing the potential impact of the
risks reviewed. The audit did identify
some areas where minor control
enhancements could be made.

3. 6 Internal Audit reports were issued during the period January to July 2013:

Data Quality — 07/01/13

Supply Chain Operations — 18/01/13

Strategic Risks — Risk Management Process — 21/02/13
Anti-Fraud And Bribery Arrangements — 06/03/13
Framework Contracts — 24/06/13

Marketing Follow Up — 09/07/13

These were discussed at the YPO Audit Sub-Committees on the 8" February, 26™
April 2013 and 19" July 2013. The current position on implementing the agreed
actions in these reports is recorded in a separate Audit Sub-Committee report
produced by YPO management outlining progress made in implementing audit
recommendations.

4. The following Internal Audit work is currently ongoing:
4.1  Customer Engagement.
4.2 IT DAWN Application Controls.

4.3  Main Financial Systems (Ordering and Creditors — Working Expenses including
Hired Carriers; Ordering and Creditors — Business Creditors; Main Accounting
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System; Payroll; Debtors — Business Income; Debtors — Non-Business Income;
Budgetary Control; Asset Management; Stock Control)

4.4  Provision of support to YPO Committee function.
4.5 Liaison and advice relating to governance / control issues.

Any control issues arising from this Internal Audit work will be raised with YPO
management in due course and, where appropriate, reports issued.

In terms of Internal Audit's performance against its own local Key Performance
Indicators, the position as at September 2013 is summarised below:

5.1 A calendar year plan was agreed covering the period 1 January 2013 to 31°
December 2013. The Internal Audit Service is on target to deliver jobs in line
with the agreed plan.

5.2 6 client surveys were issued following completion of the 7 audit assignments
referred to in paragraphs 2 and 3. All surveys were completed and returned, 4
with an overall opinion of ‘Good’ and 2 with an overall opinion of ‘Very Good’.

5.3 All Internal Audit work is subject to a quality control process, including formal
review of work by the appropriate level of audit management.

WORK PRIORITIES FOR THE PERIOD OCTOBER TO DECEMBER 2013

6.

The main emphasis of our work for the period October to December 2013 will be:

6.1 Completing the audits on Customer Engagement, IT DAWN Application
Controls and Main Financial Systems.

6.2 Undertaking audits on Business Continuity and Legal Arrangements.

OUTSTANDING REPLIES TO AUDIT REPORTS

7.

There are no replies outstanding in respect of recent audit reports.
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YPO
®
o AUDIT SUB COMMITTEE
TO BE HELD ON

18™ OCTOBER 2013

TITLE: 2014 DRAFT INTERNAL AUDIT PLAN TEMPLATE

REPORT OF: THE s151 OFFICER

1.1

2.1

2.2

2.3

24

PURPOSE OF REPORT

This report is produced by the s151 Officer to provide Members with information
relating to the 2014 Draft Internal Audit Plan.

BACKGROUND INFORMATION

The Internal Audit function is provided to YPO by Wakefield Council as the Lead
Authority, under the overall responsibility of the Director of Finance, Property &
Resources, being the statutory s151 Officer to YPO. The overall strategy for provision
of the Internal Audit service is specified within the Internal Audit Annual Strategic Plan,
approved by Wakefield Council. The Internal Audit Annual Strategic Plan provides the
basis for YPO annual planning. The YPO Annual Audit Plan details the individual
audits to be undertaken within the overall strategy for the year ahead.

Each calendar year a risk based Annual Plan of audit work to be performed is prepared
by the Service Manager Internal Audit & Risk, and submitted to the Director of Finance,
Property & Resources and Managing Director of YPO for approval. It is then submitted
to the YPO Corporate Management Team for ratification. The Annual Audit Plan is
presented to the Audit Sub-Committee for comment and Management Committee for
Member approval.

In formulating the plan, Internal Audit consults with YPO Board Members, Service
Managers and other relevant officers, the s151 Officer, External Audit and YPO
Members as deemed appropriate, to determine the extent, scope and risks associated
with activities to be reviewed and to ensure proper audit coverage avoiding duplication
of effort.

Identification and prioritisation of auditable areas is based on the following factors:

a) materiality and associated risks;
b) significance to achieving YPO objectives;
c) risk management, performance management and other assurance processes

in place;
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d) assessed controls in systems;
e) importance in terms of sensitivity and public accountability;
f) assurance required by External Audit linked to its accounts and other

governance work.

In accordance with the procedure outlined above, the YPO Audit Sub-Committee will
have the opportunity to comment on the Annual Audit Plan at a later date, following its
formulation. At this early stage, the Annual Audit Plan template for 2014 is attached as
Appendix A for Member consideration and comment, including suggesting any specific
areas where Members feel that Internal Audit reviews should be undertaken during
2014. It breaks down the areas of potential audit activity into:

a) Main Financial Systems Audits;
b) Follow Up Audits;

a) Liaison, Consultancy and Advice;
b) Other Risk Based Audit Work.

c) Additional Chargeable Activities.

STRATEGIC IMPLICATIONS

The Internal Audit work planning process includes involvement at a strategic level
within  YPO, including liaison with Members and senior management plus
consideration of key strategic risks associated with achievement of the Organisation’s
key business objectives.

FINANANCIAL IMPLICATIONS

The resource required to deliver the Plan and associated cost to YPO will be
determined as part of the more detailed planning process and incorporated within
future reports to Members.

LEGAL IMPLICATIONS

The Accounts and Audit Regulations 2011 impose a duty on a local authority to ensure
“that the financial management ..... Is adequate and effective and that the [council] has
a sound system of internal control which facilitates the effective exercise of [its]
functions and which includes arrangements for the management of risk.” The work
undertaken by the Internal Audit team contributes to ensuring this duty is complied
with.

EQUALITY IMPLICATIONS

There are no direct implications relating to equality.
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RISK IMPLICATIONS

Internal Audit is a statutory function which makes a significant contribution to providing
management and Members with assurances on the Organisation’s systems of internal
control. Its contribution assists in identifying areas for improvement in control in the
management of key risks.

In line with the terms of reference for the Audit Sub-Committee, consideration of this
report contributes to fulfilling its assurance role, in the ongoing review of internal
controls and overall risk management arrangements.

RECOMMENDATIONS

That Members consider the attached Annual Audit Plan template for 2014, which
identifies areas of potential audit activity, and:

a) comment on the extent to which audit work is being planned with due regard to
major risks, areas of significant financial effect and the need to cover the range of
the service;

b) suggest any specific areas to consider including within the Plan, based on Member
assurance requirements.

SERVICE DIRECTOR: JUDITH BADGER, DIRECTOR OF FINANCE, PROPERTY &
RESOURCES - WAKEFIELD COUNCIL

CONTACT OFFICERS: ALAN TILL, SERVICE MANAGER INTERNAL AUDIT & RISK -
WAKEFIELD COUNCIL; CARL TWEED , AUDIT MANAGER - WAKEFIELD COUNCIL

Telephone No: 01924 302364
E-mail address: atill@wakefield.gov.uk

Telephone No: 01924 306054
E-mail address: ctweed@wakefield.gov.uk
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APPENDIX A

DRAFT INTERNAL AUDIT PLAN TEMPLATE FOR 2014

NOTE: This template identifies areas of potential auditable activity. Not all of these will appear in the Audit Plan

approved by the Management Committee.

Plan / Risk | Rationale For | Previous Comments
Area Undertaking Audit
Audit
Main Financial
Systems
Main Financial High volume and 2013 The systems to be reviewed are:
Systems - annual | value of
review and transactions. e Ordering and Creditors — split
testing When the between: (i) Working Expenses
External Auditor including Hired Carriers, and
undertakes its (i) Business Creditors
work to provide e Main Accounting System
assurance that e Payroll
the accounts are  Debtors — split between: (i)
not materially Business Income, and (ii) Non-
mis-stated, it Business Income
refers to Internal e Budgetary Control
Audit's work on o Asset Management
main financial e Stock control
systems.
AlSo assurance (To be audited between July and
D ber 2014).
provided to s151 ecember )
officer.
Follow Up
Audits
Follow up on To ensure control 2013 The work will concentrate on

work undertaken
and reported

issues identified
from previous

confirming implementation of
agreed actions arising from recent

previously audit reports Internal Audit reports, with
have been emphasis placed on reports
adequately issued with high priority actions.
addressed.
(To be audited at various stages in
2014).
Liaison,

Consultancy




Agenda Page 15

Plan / Risk
Area

Rationale For
Undertaking
Audit

Previous
Audit

Comments

and Advice

Input to YPO
Committee
function.

It is essential that
Members of the
YPO Committees
are kept
sufficiently
informed of
Management and
Internal Audit
activities at YPO.

2013

Preparation of Internal Audit
reports to YPO Committees.
Attendance at YPO Committee
meetings to present Internal Audit
reports. Support as necessary to
management attending YPO
Committee meetings.

Liaison,
consultancy and
advice

It is essential to
respond to
Management
when advice is
requested /
required and to
ensure adequate
liaison takes
place with a view
to maintaining
good working
relationships.

2013

Audit resources to be utilised
throughout 2014 as required.

Other Risk
Based Audit
Work

New systems /
initiatives being
developed

To ensure
projects are
properly
established, best
practice is
adhered to
regarding
procurement
routines and best
value is obtained.

Internal Audit
involvement
helps ensure that
adequate controls
are built into all
new systems.

2013

New systems / initiatives being
developed in 2014 to be confirmed
with YPO senior management.

Annual

Key documents

2012 (i) /

(i) Involvement as necessary in
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Plan / Risk Rationale For | Previous Comments
Area Undertaking Audit
Audit
Governance required to meet 2011 (ii) formulating and agreeing
Statement and statutory documents, including the
Code of requirements. Annual Governance
Corporate Statement.
Governance
(i) To undertake testing to
validate supporting evidence.
(Timing of audit input to be
confirmed with YPO senior
management).
Anti-fraud and Potential impact 2013 In addition to gaining continuing
bribery on YPO if fraud assurance that adequate risk
arrangements / and / or bribery management arrangements are in
testing were to occur. place to prevent fraud and / or
corruption, to undertake proactive
testing on work areas which could
be susceptible to fraud and / or
corruption if controls have lapsed.
(Timing of audit to be confirmed
with YPO senior management).
Strategic risks The organisation 2013 (i) To examine the overall risk
needs to have management process as it
sound (Overall risk relates to the strategic risk
arrangements in mi??g:g?nt register, i.e. risk identification,
place for Business risk analysis, risk prioritisation,
identifying and Continuity; risk appetite, risk treatment
managing Legal and risk monitoring.
strategic risks arrangements)
linked to the (i) For a sample of specific
organisation’s strategic risks undertake
business testing to confirm that controls
objectives: (i) exist to mitigate the risks and
delivering are working in practice.
customer service;
(i) ensuring YPO (Timing of audit to be confirmed
maintains with YPO senior management).
competitiveness;
(iii) sales growth,
and (iv)
developing new
products.
Other risk based | Internal Audit 2013

audits to be

reviews of other

For a sample of specific areas of
operational activity, undertake
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Plan / Risk Rationale For | Previous Comments
Area Undertaking Audit
Audit
identified during | areas of (Data Quality; | testing to confirm that controls
preparation of operational Framework | ayist to mitigate the risks and are
. o Contracts; o :
Internal Audit activity, on a sy .| working in practice.
. . pply Chain
Plan for 2014 cyclical basis, Operations:
helps provide Marketing (Timing of audit to be confirmed
assurances on Follow Up; | with YPO senior management).
the overall levels ijtlcﬁer
of co_qtrol in place Engagement:
to mitigate IT DAWN
relevant business Application
risks. Controls)
Additional
Chargeable
Activities
Investigate any Input by Internal Annually Any work required in this area to

areas of
suspected fraud /
irregularity

Audit is essential
to the proper
independent
investigation of
some alleged
irregularities.
Poor
investigations by
others may lead
to unacceptable
outcomes and a
continuance of
the irregularity.

be agreed with YPO'’s senior
management and / or Lead
Authority Statutory Officers and
the Plan adjusted accordingly.
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YPO

®
AUDIT SUB COMMITTEE

TO BE HELD ON

18™ OCTOBER 2013

TITLE: RISK MANAGEMENT UPDATE

REPORT OF: THE CORPORATE DIRECTOR

1

1.1.

2.2.

2.3

24

4.1

5.1

PURPOSE OF REPORT

To provide Audit Sub Committee with assurance that work is progressing in managing and
reviewing strategic and operational risk.

BACKGROUND INFORMATION

A risk register is a documented record of the risk faced by an organisation including an
assessment of the level of risk, details of the controls currently in place, details of
additional controls that are required and details of the owner of the risk.

Reviews of the YPO Risk Register are regularly reported to the Board and Audit Sub

Committee, the last report having been placed before Board in September 2013 and Audit
Sub Committee in July 2013.

The Strategic Risk Register details risks to the achievement of the organisation’s strategic
objectives. A full review of the Strategic Risk Register was carried out during the third
quarter of 2013.

The Operational Risk Registers detail risks to the achievement of operational objectives. A

full review of the Operational Risk Registers was carried out during the third quarter of
2013.

STRATEGIC IMPLICATIONS

None.

FINANCIAL IMPLICATIONS
None.
LEGAL IMPLICATIONS

None.
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EQUALITY IMPLICATIONS
None.
RISK IMPLICATIONS

This is an update on a procedure supporting the governance of the organisation. Thus
accepting the report does not in itself pose any risk to the organisation’s well-being.

RECOMMENDATION (S)

That Audit Sub Committee note the progress made and consider and comment upon the
management of risk.

SERVICE DIRECTOR: (IAN KNOWLES, CORPORATE DIRECTOR)

CONTACT OFFICER: (JOHN KILNER, RISK, AUDIT & ASSURANCE OFFICER)

Yorkshire Purchasing Organisation
41 Industrial Park

Wakefield

WF2 OXE

Telephone No: 01924 834984
E-mail address: john.kilner@ypo.co.uk
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Document Type

Policy

Document Ownership

Corporate Governance

Title of Document

Risk Management Policy and Strategic Framework

Status

Draft

Reference number

Pol/FN004/v0.1 draft

Controlled by

Corporate Director

Created/ reviewed by /
date:

Risk Audit & Assurance Officer April 2013

Agreed by / date:

Audit Sub-Committee 26/04/2013

Checked for compliance
with contract standing
orders and financial
procedures / date:

April 2013

Agreed with Unison /
date:

N/A

Approved by / date:

Head of Performance Business
Planning and Management | April 2013
Accounting

Maintained by

Risk Audit & Assurance Officer
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Next Review date May 2014
Current Version 20130521

Distribution

Public / Website

Replaces document

RMP2013 Policy not changed since approval by Audit
Sub-Committee in April 2013. Ref no, changed for version
control.
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Once printed, this document is uncontrolled. Please refer to the current version on the
Intranet.

Contents

Section 1 - Background

Section 2 - Risk Management Policy Statement
Section 3 - Risk Management Strategic Framework
Section 4 - Responsibility for Risk Management
Section 5 - The Approach to Risk Management
Section 6 - The Risk Management Process
Section 7 - Resourcing

Section 8 — Monitoring and Reporting Arrangements

Section 9 — Implementation and Policy Review

Risk Management Policy and Strategic Framework (2013) Page 3 of 16
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Background

The business undertaken by YPO represents an environment within which there are
substantial risks of a strategic and operational nature. Risk Management is the
process by which risks are identified, evaluated and controlled and is a crucial element
of good corporate governance. The Policy Statement and Strategic Framework
contained within this document, provide a framework within which YPO will manage
risk.

Risk Management Policy Statement

YPO recognises that it has a responsibility to manage risk and supports a structured
approach to this by adopting, implementing and maintaining a risk management
strategy. In this way YPO will better achieve its corporate objectives and enhance the
value of the services it provides to its stakeholders. Good risk management will help
identify and deal with the key strategic risks facing an organisation in the pursuit of its
goals.

2.2 The Risk Management Policy of YPO is fully committed to the effective management

of risk and adoption of best practices in the identification, evaluation, control and
mitigation of risk in order to:

o Raise the awareness of the need for risk management.

o Integrate risk management into the operational and cultural development of
the organisation.

o Demonstrate best practice in risk management.
o Eliminate or reduce risk to an acceptable level.
o Anticipate, plan for and respond to changing requirements.

o Prevent injury and damage and reduce the costs associated with the failure to
deal effectively with risk.

2.3 By adopting this Risk Management Policy & Strategic Framework, YPO recognises

risk management as a key function in helping to ensure it achieves its overall aims and
objectives. Through understanding the nature of risks, YPO views risk management as
an opportunity for further improvement and enhanced performance, as opposed to risk
management being treated as a threat to the organisation. Performance management
and financial management do not sit in isolation to risk management as they can be
directly affected by strategic and operational risks; hence, it is a coordinated approach
that ensures YPO achieves its aims and objectives.

Risk Management Policy and Strategic Framework (2013) Page 4 of 16
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3 Risk Management Strategic Framework

3.1 Risk Management forms a key element of YPO’s Governance Framework, which is an
integrated framework of systems and processes to effectively manage and monitor
assurance on the adequacy and effectiveness of risks and controls. Identifying and
managing risk is essential to effectively managing performance, as well as planning
and shaping strategic planning.

3.2 The Risk Management Strategic Framework sets out the key issues to be addressed
in achieving the requirements of YPO’s Risk Management Policy. The main aspects
covered in the framework are:

Responsibility for Risk Management.

Approach and Resourcing for Risk Management.

Monitoring and Reporting Arrangements.

Implementation of Policy and Review.

3.3 At the strategic level, YPO shall foster a commitment to a risk management philosophy
by ensuring:

e The support of Members and Senior Management is secured.

e Consultative processes across the organisation are used to develop and
enhance policies, procedures and guidelines.

e People are encouraged and recognised for identifying risks that are not being
managed and for identifying opportunities for improvement.

e A blame culture is avoided, with Officers and Members recognising that minor
errors will occur and that lessons will be learnt from them.

¢ Action is taken to align individual and organisational expectations for risk
management.

e Open communication processes are adopted to obtain and share information, in
particular to avoid reoccurrence of problems.

e Action is taken to ensure that roles and responsibilities in risk management are
understood and embedded in employee work plans.

e Strategic and operational risks are identified and considered and logged in a Risk
Register.

4 Responsibility for Risk Management

4.1 Responsibility for effective Risk Management rests with all employees and with the
Elected Members of YPO. Members have ultimate responsibility for Risk Management
because risks threaten the achievement of organisational aims and objectives, which
could ultimately affect YPQO'’s ability to deliver and sustain credible operations.
Members have a responsibility for understanding the strategic risks that YPO faces
and to decide how these risks should be managed.

Risk Management Policy and Strategic Framework (2013) Page 5 of 16
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4.2 To deliver effective Risk Management, the following roles will be performed:

Management Committee

a)

To exercise leadership.

To consider and adopt current and future Risk Management policies and
strategies aiming for continual improvement.

To acknowledge Risk Management as a strategic and operational tool to
further YPQO'’s objectives in line with the organisations strategy.

To promote the appropriate culture and attitude essential for successful
implementation and robust, ongoing Risk Management processes.

To determine risk reporting arrangements.

Audit Sub-Committee

Risk Management to be a standing agenda item in line with its terms of
reference.

To monitor and challenge the implementation of YPO’s Risk Management
Policy and Strategic Framework and the content of the organisations
Strategic Risk Register.

To scrutinise, where appropriate, individual strategic risks at its meetings to
assess the control mechanisms and action plans in place to manage such
risks.

Directors / Board

To ensure YPO manages all risk effectively.

To identify and consider strategic risks and take ownership of the Strategic
Risk Register.

To demonstrate effective management of risks within their individual areas of
responsibility and provide assurance to Members when required.

To communicate and involve employees in Risk Management and in Risk
Management Planning as part of the strategic planning process.

To receive and review quarterly reports on Risk Management.

To ensure that YPQO’s activities, policies and procedures are conducted in a
manner which considers the risks associated with such actions.

Senior Management Team

To champion the management of risks and pro-actively work to ensure the
overall Risk Management strategy is achieved.

To demonstrate effective management of risks within their individual areas of
responsibility and report to their respective Director.

To identify and consider operational risks and take ownership of the
Operational Risk Register for their respective area.

Risk Management Policy and Strategic Framework (2013) Page 6 of 16
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d) To ensure that YPQO’s activities, policies and procedures are conducted in a
manner which considers the risks associated with such actions.

WMDC Internal Audit

WMDC Internal Audit plays an important part in YPO'’s arrangements for achieving
effective Risk Management through:

a) Challenging and providing assurance on Risk Management processes, risk
identification, evaluation, and the effectiveness of controls though a planned
programme of risk based audit reviews determined within a formal risk based
planning process.

b) Provide ongoing support / direction and objective challenge on the extent to
which risks are being managed and the effectiveness of controls.

Corporate Division

The role of the Corporate Division is to monitor and challenge the implementation of
the policy to ensure effective Risk Management is delivered as well as:

a) Provide professional support, advice and guidance across YPO on all
aspects of Risk Management.

b) Ensure there is an integrated and consistent approach to the management of
risks, including avoiding duplication of effort, through close working
relationships with all relevant staff.

c) Encourage managers and others to manage risk effectively.

d) Produce quarterly reports to Board and report to Audit Sub-Committee as
appropriate in relation to the Strategic Risk Register.

All employees

a) To manage risk effectively in their job and report opportunities / risks to their
Manager.

b) To abide by policies and procedures forming YPO’s Governance
Arrangements.

C) To help to identify, and minimise risks within their immediate area of control
or raise the issue with a line manager or others who can take action to
manage the risk.

Collective Responsibility
It is the responsibility of every Member and Officer to ensure that YPO'’s activities,

policies and procedures are conducted in a manner which considers the risks
associated with such actions.
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It is the responsibility of all to help to identify, and minimise risks within their immediate
area of control or raise the issue with a line manager or others who can take action to
manage the risk.

The Approach to Risk Management

5.1 YPO’s approach to Risk Management requires that risks should be systematically

identified and managed in the most cost-effective way using the resources available.
This includes both strategic and operational risks as defined below:

Strategic Risk is defined as:

‘Risks that need to be taken into account in judgements about the medium and long
term goals and objectives of the Organisation”

Operational Risk is defined as:

“Risks that managers and employees will encounter in the daily course of their work”

5.2 In order to effectively identify all of the risks facing an organisation a structure for risk

identification is required. A formalised risk classification system allows identification of
similar risks within YPO and enables identification of who is responsible for setting
strategy for the management of related or similar risks. It also allows better
identification of risk appetite and total risk exposure.

5.3 YPO utilises the risk classification system known as FIRM. FIRM stands for financial,

infrastructure, reputational and marketplace. The four headings of FIRM offer a
classification system for the risks to the key dependencies in the organisation; it also
reflects the idea that every organisation should be concerned about its finances,
infrastructure, reputation and commercial success.

5.4 The FIRM system also takes into account internal risks with financial and infrastructure

risks being considered as internal and reputational and marketplace risks being
external to the organisation.

5.5 The FIRM headings are summarised below:

FINANCIAL - ‘Risks that can impact the way in which money is managed and
profitability is achieved’.

INFRASTRUCTURE - ‘Risks that will impact the level of efficiency and dysfunction
within the core processes’.

REPUTATIONAL - ‘Risks that will impact desire of customers to deal or trade and
level of customer retention’.
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MARKETPLACE - ‘Risks that will impact the level of customer trade or expenditure
and customer retention’.

5.6 Officers carrying out risk assessment and recording risks in the organisations risk
register should consider the risks associated with the categories above and record
the risk alongside the risk classification in the relevant risk register.

6 The Risk Management Process

6.1 The Risk Management process is fundamental to the successful delivery of YPO'’s
services. The process, as shown in Diagram 1, ensures that each risk identified
within YPO is documented, prioritised and steps taken to ensure the mitigation of
those risks. For these purposes, risks are defined as “any event that could adversely
affect the ability of YPO to produce the required deliverables”. Risk Management will
be used by YPO, through the implementation of five main activities:

A process of identifying risks.
A process of recording and evaluating the risks.
A process for agreeing risk mitigating actions.

A process for incorporating risk mitigating actions into the business plan
where they can be monitored in terms of effectiveness.

A process of review to assess the appropriateness of maintaining a focus
on risks where actions have resulted in effective control.

Diagram 1 The YPO Risk Management Process

v

Identify Carry Out Initial Record in Review Risk Plan Implement
Risk > Assessment | | Risk Register | | Register [, Mitigating L ! Mitigating
Actions Actions
v l
Reject & File “Close” &
Where Archive Where
Appropriate Appropriate
Risk originators; YPO Board YPO Board and Agreed Owner
workshops; business And Management Management Team
planning process Team

6.2 ldentify Risk
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6.2.1This process provides the ability for any employee to raise a risk concern.
Management workshops that look specifically at risk and Management Group
meetings that consider YPO’s progress in meeting its objectives are important
mechanisms that will identify the need to incorporate risk mitigation measures into
the overall business planning process. Beyond this YPO promotes an open system
where prime importance is given to getting the potential risk / observation highlighted
to the relevant member of the management team.

6.3 Record and Evaluate Risk

6.3.1Not all potential risks / observations will be actual risks within the definition of the
term, yet they all will be reviewed to ensure there is a consensus regarding areas
such as scope, likelihood and impact. All risks will be logged in a Risk Register
maintained in YPQO’s Risk Management System (see template in appendix 1).

6.3.2 Evaluation of the risk will include an assessment of:
e  What would be the impact if the risk happened?
e  Which activities or tasks would be affected?
e  When is this risk likely to occur and under what conditions?

e Are there adequate controls in place that reduce the opportunity for the
risk to happen, for example do the controls help to monitor the risk and
reduce its impact?

6.4 The evaluation of the risk will also include identification of any gaps that may exist in
current systems or controls and if possible the root causes which could allow
incidents to happen, or prevent YPO achieving its objectives.

6.5 The risks identified will then be prioritised using a 5x5 matrix, shown in Tables 1 and
2. This is a standard tool in describing the effect that risks can have should they
occur.

Table 1 Levels of Impact

IMPACT

Level | Descriptor | Description

Little significant impact on the operations of the YPO.

1 Insignificant Very low/ no financial loss.

Primary impact is on the internal operations of the YPO.

2 Minor . !
Low financial loss.
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3 Moderate

A significant impact on the operations of the YPO leading
to loss of reputation & service quality. Considerable
financial loss.

4 Major

Seriously damaging the YPQO'’s ability to provide services.
Major impact on the operation of the YPO. Very high
financial loss.

5 Severe

Life threatening; the YPO would not survive if this
happened.

The risk is then rated in terms of the probability of it happening, as described in
Table 2, and will take account of both those risks that have already happened and
those that are potential hazards to the Organisation.

Table 2 Probability Ratings

LIKELIHOOD

Level | Descriptor | Description

1 Rare May occur only in exceptional circumstances.

2 Unlikely Not likely to occur in normal circumstances.

3 Possible Could occur at some time.

4 Likely Will probably occur in most circumstances.
Almost . :

5 ; Is expected to occur in most circumstances.
certain

The overall risk rating is then calculated by multiplying the level of impact the risk
would have if it occurred, by the likelihood of it happening, and qualified using Table

3.
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Table 3 Overall Risk Rating

Likelihood
Rare | Unlikely | Possible | Likely é'g:t‘;i
Impact
1 2 3 4 5
Insignificant - 1 1 2 3 4 5 Tolerance
_ \
Minor — 2 2 4 6 8 10
Moderate — 3 3 6 9
> Mitigating
Actions
Major — 4 4 8
Severe — 5 5 10 )

LowRisk | | Moderate Risk | | Significant Risk [ | High Risk [[11]

6.6 Agreeing Mitigating Actions

6.6.1 The action planning stage looks at identifying the risk reduction strategies available
to allow YPO to deal with the risks. Priority is given to those risks within the
significant or high areas of mitigating actions. Those risks with an aggregated score
of 8 or more means that the risk falls into the ‘Significant’ or ‘High’ risk category, and
as the term implies, requires proactive management.

6.6.2 Other risks fall within the area of tolerance and are classed as acceptable risks.
These will be monitored and may be subject to risk reduction strategies but action
may not be appropriate on the grounds of cost/benefit.

6.6.3In general terms the action taken by YPO to deal with a risk will fall into one of the
following categories;

e Accept it — where the risk is regarded as one that YPO can legitimately bear
and is often merely part of doing business. This decision will be taken by the
appropriate Manager in consultation with their team.
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e Manage it — where the risk is unacceptable but can be managed within
tolerances by control procedures established to reduce the risk to acceptable
levels. This might be done by conventional insurance, or by paying a third party
to take the risk in another way. This decision will be taken by the appropriate
Manager in consultation with their team. Action will be reported to, and
monitored by the management team.

e Modify it — changing the way YPO carries out its business with a view to
reducing the risk. This decision is taken by the appropriate Manager, in
consultation with their team, and mitigating action reported to the management
team.

¢ Eliminate it — where the risk is unacceptable and YPO does not believe it can,
or wants, to manage it down to an acceptable level. Recommendations are
made by the appropriate Manager, in consultation with their team, to the
management team for approval.

e Implement a recovery plan — where a disaster scenario exists and it may not be
possible to adequately reduce the risk, a Business Continuity Plan (BCP) is
needed to recover the situation as soon as possible. Business Continuity
Management provides contingency arrangements and a plan for recovery from
disruptive events and is linked to Risk Management. Business Continuity
Planning will involve Business Impact Analysis and the development of
Recovery Plans. BCP’s will be tested and revised as necessary.
Recommendations will be made by the appropriate Manager in consultation
with their team and the management team, and if necessary, the Management
Committee for approval.

6.7 Implementing and Reviewing Mitigating Actions

6.7.1 This stage of the process involves the implementation of all assigned actions as part
of an integrated business improvement programme. In this way, mitigating actions
will be tied into the YPO business plan so that the Organisation:

e Understands the impact that actions will have on the overall plan.

e Can closely monitor progress.

e Can communicate any changes to policy, procedures or practices in a timely
manner to effectively minimise specific risks.

Risk Management Policy and Strategic Framework (2013) Page 13 of 16



7

7.1

7.2

8
8.1

8.2

8.3

8.4

9

Agenda Page 34
ITEM 8 APPENDIX 1

Resourcing

All members of staff are responsible for considering risk implications within all their
actions associated with YPO. Risk training is provided to those members of staff with
direct responsibility for strategic and operational risks, and the implementation of this
policy and framework.

YPO Senior Management will provide the necessary staffing resources for the
effective implementation of this policy and associated processes and will promote a
culture to ensure Risk Management is fully embedded within the Organisation.

Monitoring and Reporting Arrangements

Overall responsibility for monitoring adherence to YPO'’s Risk Management Policy
rests with the Corporate Director, lan Knowles.

Ongoing monitoring and reporting of the Strategic Risk Register will be provided to
the Audit Sub-Committee to gain assurances that risks are being effectively
managed. Reporting of any risks which the YPO Board of Directors believes to be
sufficiently important or catastrophic in nature that Management Committee Members
need to be aware of will be done so under the existing emergency reporting
procedures.

Operational and Strategic Risk Registers are subject to quarterly review by Board
and SMT, these will show a clear link to strategic and operational objectives.
Business cases and business plans should be supported by their own risk register.

Internal Audit progress reports are presented to Board and Audit Sub-Committee at
least annually highlighting assurances given on all levels of risk management
including any specific problem areas.

Implementation and Policy Review

9.1 Once approved by the Management Committee this Policy and Strategic Framework

will be published within YPO and used as the basis from which to embed risk
management within the Organisation. The Policy will be reviewed annually with any
significant changes highlighted to the Management Committee for approval.
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YPO

AUDIT SUB COMMITTEE

TO BE HELD ON

18™ OCTOBER 2013

TITLE: 2013 YEAREND CLOSEDOWN TIMETABLE AND AUDIT PLAN

REPORT OF: FINANCIAL ACCOUNTANT

1. PURPOSE OF REPORT

1.1.To make Audit Sub Committee aware of the contents of the 2013 closedown
timetable, contents of the audit fee letter and audit plan.

2. BACKGROUND INFORMATION

2.1 The KPMG report to those charged with governance issued in April 2013 stated
“Management have provided high quality draft accounts for audit. The improvement in
the accuracy and completeness of accounting policies and disclosures noted in the
Audit Commission’s 2011 Annual Governance Report has continued in 2012. The
accounts were supported by good quality working papers addressing the requirements
set out in our Prepared by Client list. Officers dealt efficiently with audit queries and
the audit process has been completed within the planned timescales”.

2.2 Key points to note are that:-

e The Organisation has again set a challenging timescale for the production of
the statement of accounts and is committed to build upon the significant
improvements evidenced in previous years.

e The Organisation plans to present the Audited statement of Accounts for
approval to an additional meeting of the Audit Sub Committee post the
March Management Committee meeting.

2.3 Appendix 1 sets out the timetable for the closure and production of the 2013
Statement of Accounts and key dates in the Audit plan.

2.4 Appendix 2 sets out the resource implications for the Organisation, WMDC and
KPMG.

2.5 The annual audit fee letter and outline audit plan submitted by KPMG and agreed by
YPO senior management are attached as appendix 3 and 4 for members information.
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3. STRATEGIC IMPLICATIONS
3.1.None.

4. FINANCIAL IMPLICATIONS
4.1.None.

5. LEGAL IMPLICATIONS
5.1.None.

6. EQUALITY IMPLICATIONS
6.1.None.

7. RISK IMPLICATIONS
7.1.None.

8. RECOMMENDATION

8.1.That Audit Sub Committee notes the plan and timetable.

CONTACT DETAILS:
SERVICE DIRECTOR: lan Knowles, Corporate Director
CONTACT OFFICER: lan Forbes, Interim Accountant

Telephone No: 01924 834950
E-mail address: ian.forbes@ypo.co.uk
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APPENDIX (CES):

Appendix 1 - 2013 Closedown timetable and Audit plan key dates

Task Deadline Responsible
Close down of 2013 yearend 20/12/2013 YPO
Issue of advert for public inspection period 06/01/2014 YPO /WMDC
Completion of 2013 Annual Governance Statement 08/01/2014 YPO/WMDC
Completion of Annual Report 10/01/2014 YPO
Receipt of pensions and building valuation data 16/01/2014 YPO
Pre audit statement agreed with s151 officer 22/01/2014 YPO /WMDC
Issue of KPMG opinion plan 27/01/2014 KPMG
Pre audit statement approval with Audit sub Committee 07/02/2014 KPMG
Production of KPMG working File 11/02/2014 YPO
Beginning of public inspection period 03/02/2014 KPMG/YPO
Audit Commences 11/02/2014 KPMG /YPO
Audit finishes 25/02/2014 KPMG/YPO
Closure of public inspection period 28/02/2014 KPMG/YPO
Audited statement agreed with s151 officer 07/03/2014 YPO/WMDC
Letter of representation, Audit Opinion, AGR and VFM conclusion  12/03/2014 KPMG

Additional Audit Sub

Approval of the statement of accounts 21/03/2014 Committee

Appendix 2 — Resource implications

YPO

Full resource of the Interim Accountant and Reporting Accountant is required with support from the
Financial Accountant and Head of Performance, Business Planning and Management Accounts
during the production and completion of the 2013 statement and audit period Jan — March 2014.

WMDC

Technical advice will be required during the production of the statement and support / advice
during the period of the Audit. Regular review sessions and sign off / review meetings will be
required with the section 151 officer and members of her staff.

Input from WMDC internal audit on the production of the Annual Governance Statement and
communication of the results of internal audit work to KPMG will be required.

KPMG

Will require sufficient resource to complete the audit within the required timescale.
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KPMG LLP Tel +44 (0) 113 231 3543
Audit Mob +44 (0) 7876 390524
1 The Embankment

Neville Street stephen.clark@kpmg.co.uk
Leeds

LS1 4DW

United Kingdom

Simon Hill

Managing Director

YPO

41 Industrial Park Ourref 2013/1
Wakefield

West Yorkshire

WF2 0XE

22 April 2013

Dear Simon
Annual audit fee 2013

I am writing to confirm the audit work and fee that we propose for the 2013 financial year at
YPO. Our proposals are based on the risk-based approach to audit planning as set out in the
Code of Audit Practice, and work mandated by the Audit Commission.

As we have only just completed our audit for 2012, our audit planning for 2013 including our
risk assessment will continue through the year. If necessary we will review our fees and update
them. We will keep you informed of our progress in planning 2013, and will issue a detailed
audit plan later in the year.

The proposed indicative audit fee for 2013 is £28,318. All fees are subject to VAT.

The audit fee is unchanged from the planned fee for 2012 and is in line with the scale fee
recommended by the Audit Commission.

The indicative fee is based on a number of assumptions, including that you will provide us with
complete and materially accurate financial statements, with good quality supporting working
papers, within agreed timeframes. It is imperative that you achieve this. If this is not the case
and we have to complete more work than was envisaged, we will need to charge additional fees
for this work. Our assumptions are set out in more detail in Appendix 1 to this letter.

In setting the fee at this level, I have assumed that the general level of risk in relation to the
audit of the financial statements is not significantly different from that identified for the 2012
audit. We will issue our more detailed audit plan later this year. This will detail the risks
identified, planned audit procedures and (if required) any changes in fee. If I need to make any
significant amendments to the audit fee during the course of the audit, I will first discuss this
with the Corporate Director and then prepare a report for the Audit Sub-Committee, outlining
the reasons why the fee needs to change.

KPMG LLP, a UK limited liability partnership, is a subsidiary of KPMG
Europe LLP and a member firm of the KPMG network of independent Registered in England No OC301540
member firms affiliated with KPMG International, a Swiss cooperative. Registered office: 8 Salisbury Square, London EC4Y 8BB
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KPMG LLP
Annual audit fee 2013
22 April 2013

I expect to issue a number of reports relating to my work over the course of the audit. These are
listed at Appendix 2.

The proposed fee excludes any additional work we may agree to undertake at the request of
YPO. We will discuss any such piece of work with you and agree a detailed project
specification with you.

The key members of our audit team for the 2013 audit are:

Name Role Contact details

Alastair Newall Manager alastair.newall@kpmg.co.uk
01132313552

Lizzie Wharton Assistant Manager elizabeth.wharton@kpmg.co.uk
0113 231 3538

We are committed to providing you with a high quality service. If you are in any way
dissatisfied, or would like to discuss how we can improve our service, please contact me in the
first instance. Alternatively, you may wish to contact KPMG's national contact partner for Audit
Commission work, Trevor Rees (trevor.rees@kpmg.co.uk).

If we are unable to satisfy your concerns, you have the right to make a formal complaint to the
Audit Commission. The complaints procedure is set out in the leaflet ‘Something to Complain
About’, which is available from the Commission’s website (www.audit-commission.gov.uk) or
on request.

Yours sincerely

SR CLh
Stephen Clark
Director

cc: Ian Knowles, Corporate Director
Judith Badger, Director of Finance, Wakefield MDC

2013/1 2
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KPMG LLP
Annual audit fee 2013
22 April 2013

Appendix 1 — Audit fee assumptions

In setting the fee, | have assumed that:

e the level of risk in relation to the audit of the financial statements is not significantly
different from that identified for 2012;

e you will inform us of significant developments impacting on our audit;

e internal audit meets the appropriate professional standards;

e internal audit’s work is of sufficient quality and scope so that we can place reliance for the
purposes of our audit;

e you will identify and implement any changes required under the CIPFA IFRS-based Code
of Practice on local Authority Accounting within your 2013 financial statements;

e your financial statements will be made available for audit in line with the timetable we
agree with you;

e good quality working papers and records will be provided to support the financial
statements in line with our prepared by client request and by the date we agree with you,

e requested information will be provided within agreed timescales;
e prompt responses will be provided to draft reports;

e additional work will not be required to address questions or objections raised by local
government electors or for special investigations such as those arising from disclosures
under the Public Interest Disclosure Act 1998.

Where these assumptions are not met, we will be required to undertake additional work and
charge an increased audit fee. The fee for the audit of the financial statements will be re-visited
when we issue the detailed audit plan.

Any changes to our audit plan and fee will be agreed with you. Changes may be required if:

e new residual audit risks emerge;
e additional work is required by the Audit Commission, KPMG or other regulators; or

e additional work is required as a result of changes in legislation, professional standards or as
a result of changes in financial reporting.

2013/1 3



Agenda Page 43

Appendix 2: Planned outputs

KPMG LLP
Annual audit fee 2013
22 April 2013

Our reports will be discussed and agreed with the appropriate officers before being issued to the

Corporate Governance & Audit Committee.

Planned output
External audit plan
Interim audit report

Report to those charged with governance (ISA260
report)

Auditor's report giving the opinion on the financial
statements, value for money conclusion and audit

certificate

Annual audit letter

2013/1

Indicative date
August 2013
December 2013

March 2014

April 2014

June 2014
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