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2004/05 Annual Internal Audit Plan

Part 1 - Systems Audits (by Departments)
Finance

Payroll
Creditors
Capital Accounting/Inventories
Benefits
Benefits Fraud Section
Council Tax
NNDR
Income Systems - Cash Office
income Systems - Bank Accounts
Income Systems - Departments
Sundry Debtors
Investments
Main Accounting

Housing & Community Services
Housing Finance & Tenancy M/ment
Housing Maintenance
Sheltered Accommodation

Technical Services
DSO
Development Control
Building Control
Land Drainage
Building Services

Admin & Leisure
Land Charges
Land & Property Services
Egham Sports Centre DSO
Parks
Administration (WP, reception etc)

Chief Executive's
Fraud & Corruption
Gifts & Hospitality
Public Relations

Part 1 sub total
Part 2 - Computer Audit
Windows NT
System Developments
Part 2 sub total

Part 3 - Contract Audit
Housing Contracts
Non Housing Contracts .
Part 3 sub total

Part 4 - Corporate work
Pis
Final Accounts (Petty Cash & Stocks)
Data Matching and Anti Fraud work
Part 4 sub total

Part 5 - 'Special' unplanned work
Reserve for unplanned audits and
Consultancy work.
Part 5 sub total

Grand Total

No. of
days

12
12

13
12

-
w

(S BN o> B I

14
10
12

[4,]

10
10

10
10

13

10

50

Sub Total

264

20

20

26

50

380
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Executive summary

During late 2003 a strategic risk management exercise was conducted at
Runnymede Borough Council. This was managed by Zurich Municipal
Management Services. This exercise was an opportunity to identify, analyse
and prioritise those risks that may affect the ability of Runnymede Borough
Council to achieve its corporate objectives. In doing so the exercise is not
designed to be a one-off initiative but rather something which the organisation
can take forward in the long term as part of its risk management strategy and
embed within existing planning processes.

The exercise involved conducting interviews with senior managers to identify
key strategic risks. 32 risks were presented back to senior managers at a
workshop on the 8" January 2004. During this workshop each risk was rated
and plotted on a matrix and a risk tolerance line was agreed in order to
prioritise the risks. The risk matrix measured each risk for its likelihood and
impact in terms of its potential for affecting the ability of the organisation to
achieve its objectives.

The top risks facing Runnymede Borough Council are:

Scenario | Short name

5 If the Council wishes to take on another major initiative, staff may
not be able to accommodate

8 The Government may add a significant new area of responsibility
to Runnymede’s portfolio with a lack of clarity as to what is
required and when

2 Difficulty recruiting and retaining staff - key posts remain
unfilled/take unacceptable lengths of time to fill

4 Desire exists to take on new initiatives but resources (including
key staff) may not be available for a high profile project

11 Required number of affordable houses may not be provided

16 Communication is a recognised business weakness - a key
message, may be ineffectively communicated and managed

18 Projected savings may not be realised

24 There are many issues around whether partnerships are
effectively managed

29 If budget cuts need to be made, high profile, non-statutory
services will be impacted

30 Planning permission may not be granted for the proposed social
housing development

These risks together with the others above the tolerance line have been
clustered into common themes to aid action planning.

For the risks that appeared above the tolerance line the next stage is to
manage those risks. This will require assessing the adequacy of existing

© ZMMS GRU-FBR59329/4 .1 3




actions and to identify the need for further action in order to move the risk to
below the appetite.

Finally, the management group needs to agree a timescale for re-visiting
these risks in order to assess if they are still relevant and to identify new
scenarios. In addition a strategic risk assessment at directorate leve! as an
approach to identifying priorities should be considered in order to embed risk
management into the organisation.

© ZMMS GRU-FBR59329/4.1




Introduction

During late 2003 a strategic risk assessment was conducted at Runnymede
Borough Council. The following report outlines the process utilised by Zurich
Municipal Management Services in their assessment.

This is a private and confidential document prepared exclusively for
Runnymede Borough Council by Zurich Municipal Management Services. It
has been distributed to Stuart Cawthorne, Director of Finance, and a copy has
been retained by Zurich Municipal Management Services.

© ZMMS GRU-FBR59329/4.1 5




The process

Risk identification

The first of five stages of the risk management cycle requires risk
identification. This was achieved with 10 interviews with members of staff
(see Appendix 1) and a review of published literature (Inspection reports, Best
Value Performance Plan etc). The interviews covered 13 categories of risk as
shown below.

Step 1:Identification Q @

Techno-
logical

-
P

Environ- Customer/

mental Citizen

Mana‘geiliia"llf_ Physical
Professionatl

Zurich Municipal

©@ ZURICH Management Services

Risk analysis

The results from the identification stage were analysed into 32 risk scenarios.
These were presented to the management group during a workshop on 8"
January 2004.

During the workshop it was decided by the group to modify some of the
scenarios and this was done during the session. All the risk scenarios
contained in this report therefore include these changes.

Risk profile/prioritisation

During the workshop the risks were assessed for impact and likelihood and
plotted onto a matrix. The impact was measured as being negligible,
marginal, critical or catastrophic. The likelihood was measured as being
almost impossible, very low, low, significant, high or very high.

© ZMMS GRU-FBR59329/4.1 6



Setting the tolerance line

To determine the group’s appetite to risk, during the risk workshop only, they
were asked to consider each of the squares on the matrix and decide if they
were prepared to live with a risk in that box or if wanted to actively manage it.
This set a theoretical tolerance line. Those risks above the line requiring
further scrutiny and those below the line having sufficient control in place.

Risk management and monitoring

The group was introduced to the management action plans (MAPs) during the
course of the workshop. These plans frame the risk management actions that
are required. They map out the target for each risk ie to reduce the likelihood,
impact or both. They also include targets and critical success factors to allow
the risk management action to be monitored.

© ZMMS GRU-FBR59329/4.1 7




Risk analysis results

Risk profile

Based on the interviews, literature review and analysis during the workshop,
32 risks were identified and framed into scenarios. The management group
rated 21 of these above their acceptable tolerance level and 11 below the
tolerance line. The results are shown on the following risk profile.

Runnymede Borough Council m
Risk profile - 8th January 2004

TRING
WA EmIRI Risk at u Ans

; 5,8
A leellhood: HIER MIAN AGRMEN L o
N '1 7,4,11,16, A Very high '
B iz 18.24,29,30 B High
C Significant
T6,7,9.12,
cl ! 1 14,15,17, D Low
20,23, 28,31
E Very low
b F Almost impossible
£ Impact:
£ E .
= | Catastrophic
AY 1] Critical
Fy } 1] Marginal
- el v Negligible
1v I 1 I
Impact >
Zurich Municipal
© ZURICH Management Services

Appendix 2 shows all the risks that were rated on the profile.
The 21 above the line risks have been grouped into 13 clusters.
It is important that an action plan is written for each of the clusters shown, as

it is this which will allow the risk to be monitored and successfully managed
down. An example of this is shown in Appendix 3.
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Above the line Risk Clusters

Prioritisation/Resource capacity

Scenario | Short name
5 If the Council wishes to take on another major initiative, staff may
not be able to accommodate
4 Desire exists to take on new initiatives but resources (including

key staff) may not be available for a high profile project

Government legislation

Scenario | Short name
8 The Government may add a significant new area of responsibility
to Runnymede’s portfolio with a lack of clarity as to what is
required and when
Staff issues
Scenario | Short name
2 Difficulty recruiting and retaining staff - key posts remain
unfilled/take unacceptable lengths of time to fill
7 A proportion of managers lack more general management skills
and may not be able to deal with people and business
management issues
Housing
Scenario | Short name
11 Required number of affordable houses may not be provided
30 Planning permission may not be granted for the proposed social
housing development
31 Stock option appraisal may see ALMO or LSVT as the best
option

Communication

Scenario | Short name
16 Communication is a recognised business weakness - a key
message, may be ineffectively communicated and managed
Financial
Scenario | Short name
18 Projected savings may not be realised
6 If pension fund continues to under perform, extra contributions
will be required which have not been budgeted for
15 Demand for ‘municipal’ leisure services may fall and income fail
to match predictions
23 Council tax increases may not be achieved
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Partnership management

Scenario

Short name

24

There are many issues around whether partnerships are
effectively managed

Provision of high profile services

Scenario | Short name
29 If budget cuts need to be made, high profile, non-statutory
services will be impacted
9 A high profile incident would lead to sustained media and legal

attention

Contract/Procurement management

Scenario

Short name

12

Contract/ procurement management skills must be embedded in
the organisation or a key contract may fail

Corporate working

Scenario

Short name

14

Not all departments/ services work to agreed Council aims or
encourage joint working practices

Management of economic growth and expansion

Scenario

Short name

17

Council may fail to influence/manage economic growth and
expansion effectively

Change management

Scenario

Short name

20

The new council offices provide an opportunity to change the
way the organisation works but staff may see changes as a
threat

Regionalisation

Scenario

Short name

28

Significant regional changes and developments may be
proposed and the council must have a political response to this

© ZMMS GRU-FBR59329/4.1 10




Conclusion

The workshops have identified that significant levels of activity are required to
manage the risks. Many of the key risks require immediate attention and it is
important that having identified risks that could have a catastrophic or critical

impact, that the required action is undertaken.

Therefore it is recommended that the attendees of the workshop and others
continue to monitor and measure the work that is undertaken and where
required reassess the management action plans to ensure that progress is
being made and the targets can be met. It is important that each cluster of
risks is owned by one member of the management group to ensure that there
is high level support, understanding and monitoring of the work that is
required as part of the plans.

Finally, the management group needs to agree a timescale for re-visiting
these risks in order to assess if they are still relevant and to identify new
scenarios. Likewise a strategic risk assessment at directorate level as an
approach to identifying priorities should be considered in order to embed risk
management into the organisation.

Copyright

This document has been produced by Zurich Municipal Management Services exclusively for Runnymede Borough Council,
All rights reserved. No part of this document may be reproduced, stored in a retrieval system, or transmitted, in any format
by any means, electronic, mechanical, photocopying, recording, or otherwise, without the proper permission of Zurich
Municipal Management Services. Expressly, no parts of the methodology contained within may be used or reproduced by
Runnymede Borough Council except in accordance with an agreement made between Runnymede Borough Council and
Zurich Municipal Management Services.
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Appendix 1

Interviewees
The following is a list of those who were interviewed.

Paul Surrey, Valuer to the Council

Peter Sims, Director of Technical Services

Nigel Watson, Information Systems Manager

Steve Fuggles, Head of Engineering

Andy Gardiner, Head of Law

Stuart Cawthorne, Director of Finance

Tim Williams, Chief Executive Officer

Debbie Blowers, Director of Housing and Community Services
Ronnie Fleming, Head of Leisure Services

Andrew Pearson, Director of Administration and Leisure Services

Attendees
The following is a list of those who attended the workshops.

Paul Surrey, Valuer to the Council

Peter Sims, Director of Technical Services

Nigel Watson, Information Systems Manager

Steve Fuggles, Head of Engineering

Andy Gardiner, Head of Law

Stuart Cawthorne, Director of Finance

Tim Williams, Chief Executive Officer

Debbie Blowers, Director of Housing and Community Services
Ronnie Fleming, Head of Leisure Services

Andrew Pearson, Director of Administration and Leisure Services
Robert Hanger, Assistant Director of Finance

Diane Cook, Chief Internal Auditor

Nigel Boyd, Assistant Director of Finance (Revenues)

Dennis Speight, Head of Environmental Services
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