Corporate Governance Committee — 27 June 2011

Present: Councillor Denington (Chairman)
Councillor A Wedderkopp (Vice-Chairman)
Councillors Beaven, Coles, Gaines, Hall, Hunt, Miss James, R Lees,
Reed, Gill Slattery, Mrs Stock-Williams and Tooze

Officers: Shirlene Adam (Strategic Director), David Woodbury (Health and
Safety Advisor), Paul Harding (Performance and Client Lead), Dan
Webb (Client and Performance Lead), Chris Gunn (Internal Audit
Manager), Tony Brown (South West Audit Partnership) and Richard
Bryant (Democratic Services Manager)

Also Present:Councillors Meikle, Morrell and Nottrodt and Brian Bethell (Audit
Commission).

(The meeting commenced at 6.15 pm)
33. Apologies/Substitution

Apologies:  Councillors Govier and R Lees

Substitution: Councillor Gill Slattery for Councillor R Lees
34. Minutes

The minutes of the meeting held on 23 May 2011 were taken as read and
were signed.

35. Declaration of Interests

Councillor Miss James declared a personal interest as an employee of Viridor.
Councillor Tooze declared a personal interest as an employee of the UK
Hydrographic Office.

36. Health and Safety — Priority Areas Update

Following discussions with the Corporate Management Team and the
Corporate Governance Committee and recommendations made by the South
West Audit Partnership, the Council's Health and Safety (H&S) Forward Plan
had been reviewed.

The Plan identified current and emerging H&S issues and set out solutions
designed to raise the standard of knowledge and performance within the
Council.

Delivery of the plan within the agreed timescales would:-

e Achieve legal compliance;
e Result in a significant reduction in risk;
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e Reduce loss time injury accidents; and
e Support the ‘wellbeing’ of Council employees and partners.

The Priority Issues for the current year were as follows:-

1. Reviewing and publishing the Council’'s H&S Management System on
Sharepoint;

2. Issuing a mandate that all managers attend the relevant ‘H&S Essentials’
training sessions and complete their local roles and responsibilities
document;

3. The introduction of an H&S Competency framework for all levels of
employee, held in a central training data base;

4. Implementing a ‘Generic and Dynamic Risk Assessment’ approach for all
operational service areas;

5. Providing a structured programme of ‘Byte sized’ training and ‘Tool box’
talks for all employees;

6. Developing new Corporate performance measures for H&S, specifically:-

¢ Management competency and legal compliance;
e H&S Management System and implementation; and
e Accident, incident data and lessons implemented.

Details as to who would be responsible for undertaking the above issues, how
they would be achieved and in what timescale were presented.

Also reported details of disciplinary action linked to H&S issues which was a
response to a question asked at a previous meeting of the Committee.

Resolved that the revised Health and Safety Forward Plan be noted.
Audit of Financial Controls

Mr Brian Bethell reported that the Audit Commission would shortly be
commencing their formal audit of Taunton Deane’s Financial Statements for
2010/2011.

In preparation for this, the Audit Commission had carried out some early work
on the Councils financial systems, including General Ledger, Accounts
payable (creditors), Accounts receivable (debtors), Payroll, Property Plant and
Equipment, Council Tax, Non-domestic Rates, Housing Rents, Housing
Benefits, Car Park income, Cash receipting, Treasury Management and Deane
DLO (Cosy) system.

This helped identify any risks in the Council’s control regime, and this then was
built into the auditors work plans.
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The conclusion of this early review was set out in the Audit Commission’s
report which was submitted for the information of Members.

Members were pleased to see the improvement in the financial control
environment from last years review. There were a couple of areas where
work was still underway (the introduction of the electronic payment request
form and the cleansing of the master data on suppliers).

Although these should be completed by the end of March 2012, progress
would be monitored by the Strategic Finance Officer.

Resolved that the report be noted.

Debt Recovery Update

Considered report previously circulated, detailing how the Council was
managing the collection of its miscellaneous income debts.

Southwest One’s Accounts Receivable Team provided a key service in
managing the sundry debt recovery process on the Council’s behalf and since
April 2009 had been using the SAP computer system to administer this
process.

The Council’'s Performance and Client Team regularly monitored the level of
sundry debt arrears and the level of sundry debt arrears in SAP was reported
guarterly to the Executive and Corporate Scrutiny Committee as part of the
Council’'s quarterly Corporate Scorecard.

The audit opinion on how sundry debts were managed was reported in the
‘Annual Statement of Governance’ published with the annual accounts.

The following tables showed the current Council performance with regard to
debt collection compared to the position in the previous financial year:-

(@) Sundry Debts

Debt Type Responsibility 2009/2010 2010/2011
Southwest One Outstanding | Outstanding
Sundry Debts | Accounts 31 March 10: | 31 March 11:
in SAP Receivable
Service and TDBC £5.88m £ 3.53m
Services

During 2010/2011 £317,647.09 of irrecoverable sundry debt was written-off.

Significant progress had been made in reducing the level of sundry debt. In
addition, a User Group had been created within Taunton Deane and across
the Southwest One partnership in order to share best practice and



comprehensive online guidance material was now available to officers on a
dedicated SAP page on the Council’s intranet.

(b) Council Tax

Debt Type Responsibility | 2009/2010 2010/2011
Southwest One | Billed: Billed:
Council Tax Revenues and | £49.9m £50.7m
(In-year) Benefits % Collected: | % Collected:
Service 97.74% 98.21%

Total Outstanding
31 March 2011:
£2.2m

Council Tax was a key source of income to the Council and consequently its
collection was a key performance indicator within the Southwest One contract.

The performance in 2010/2011 exceeded the target set of 98% and
represented the highest in-year collection achieved by the Council.

At 31 March 2011, 99.43% of the £520m which Taunton Deane had billed in
earlier financial years (between 1 April 1993 and 31 March 2010) had been
collected.

(c) Non-Domestic Rates

Debt Type Responsibility | 2009/10 2010/11
Southwest One | Billed: Billed:
Non-Domestic Revenues and | £33.5m £ 34.8m
Rates Benefits % Collected: | % Collected:
(In-year) Service 98.90% 99.01%

Total Outstanding
31 March 2011:
£0.72m

Reported that unlike with Council Tax, the collection of Non-Domestic Rates
had no direct financial impact on the Council as any shortfall on collection was
met by the central Non-Domestic rating pool. However, poor performance
would have a negative impact on the Council’s reputation. For this reason,
Non-Domestic Rate Council collection was a key performance indicator within
the Southwest One contract.

The 2010/2011 performance significantly exceeded the target set of 98.3%
and was likely to represent top quartile performance for District Council’s
nationally.

(d) Housing Benefit Overpayments
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Debt Type Responsibility | 2009/10 2010/11

Housing Southwest One | Outstanding Outstanding

Benefit Revenues and | 31 March: 31 March:

Overpayments | Benefits £ 0.93m £ 0.96m
Service

Noted that the collection trend was very slightly downwards. Collection
performance was monitored quarterly through Performance Indicators
measuring the recovery of in-year and all year Housing Benefit overpayment
debt.

Of the £0.96m outstanding, £360,000 was being recovered by deductions
from on-going entitlement to Housing Benefit. However, the Government had
stipulated that the maximum weekly deduction should be £10.20 or for those
with fraudulent overpayments, £13.60. As some individual debts were
extremely large, the ability to recover money owing in a timely manner was
rather restricted.

Housing Benefit payments were largely reimbursed to the Council through
subsidy, but good recovery of overpaid Housing Benefit would bring in much
needed income.

In year collection of Housing Benefit debt at 31 March 2011 was 84.35%.

(e) Housing Rent

Debt Type Responsibility | 2009/10 2010/11
TDBC 97.7% 98.1%
Housing Rent | Housing collected collected
(current Services Outstanding
tenancies) 31 March 2011:
£0.35m

Although the Housing Service marginally missed the target which they had set
for 2010/2011 (98.3%) rent collection performance had shown a stepped
improvement on that for 2009/2010.

Rent collection performance was included in the Community Scorecard and
presented to both the Executive and the Corporate Scrutiny Committee.

Resolved that the mostly positive collection trends achieved over the past 12
months against the backdrop of the significant economic downturn, be noted.

Internal Audit Plan 2010/2011 — Annual Report

Considered report previously circulated, concerning the outturn position of the
Internal Audit Plan for 2010/2011.
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Details of the audits carried out under the following headings were submitted:-

e Operational;

¢ Information Systems;

e Key Controls; and

e Governance and Fraud.

As a result of the work undertaken during 2010/2011, the South West Audit
Partnership (SWAP) was able to offer a ‘reasonable’ level of assurance in
relation to the internal control environment at Taunton Deane.

Noted that out of a total of 28 audits, nine had been assessed as partial, 16
assessed as reasonable and three as comprehensive. Where weaknesses
had been identified, the relevant officers had confirmed that they had or would
be taking the necessary action to address these findings.

Further reported that the report also included details of the Audit Plan for
2011/2012 and a Schedule of Key Actions from Internal Audit work completed
by SWAP since 1 April 2011.

Resolved that the report be noted.
Whistleblowing Policy

Considered report previously circulated, concerning the proposed introduction
of an updated Whistleblowing Policy for Taunton Deane Borough Council.

The Council was committed to the highest possible standards of openness,
probity and accountability. In line with that commitment we employees and
others that we dealt with, who had serious concerns about any aspect of the
Council's work, were expected to come forward and voice those concerns.

Reported that the Council’s existing Whistleblowing Policy was very out of
date. This has been reviewed and an updated version of the policy had been
prepared which was supported by the Corporate Management Team and the
Unions. A copy of the updated policy was submitted for the consideration of
Members.

Once approved, it was intended to publicise it on the Councils website and
make it available to all staff.

Resolved that the updated Whistleblowing Policy be approved.
Corporate Governance Action Plan

Considered report previously circulated, which provided details of the
progress made against the Corporate Governance Action Plan.

Each year the Council received a number of reports and assessments which



resulted in recommendations for improvement. Individual action plans had
proved challenging to manage and monitor and, therefore, an aggregated plan
provided the details of the scale of improvements required and progress
against them in one place.

The Corporate Governance Action Plan had undergone a full review and had
been updated to include the most recent audit recommendations. These were
in addition to some actions from previous audits that remained outstanding or
were still considered as priorities for improvement.

The Corporate Governance Action Plan listed 32 actions, details of which were
submitted. The progress monitoring indicated an improved situation compared
to the previous report (Minute No. 15/2011). Currently, most actions were on
course to be completed by the target date.

Noted however that there were five ‘High Priority’ action items which might not
be completed on time. These were:-

e Completing the Business Continuity (BC) and IT Disaster Recovery
Planning (including SW1 services);

e Updating the Workforce Strategy and completing and agreeing a new
workforce plan;

e Improving control and monitoring of Section 106 Agreements;

e Ensuring that the Council realised benefits from SW1 and SW1
Transformation Projects; and

e The Council should review its debtor balances to ensure that the
amounts included were receivable or if the amounts should be
considered for write off.

Further reported that following a review of the Internal Audit findings from
2010/2011, the following four ‘high risk’ recommendations would be added to
the Corporate Governance Action Plan:-

Creditors (data quality)

e That the Section 151 Officer monitored the level of purchase order
compliance and encouraged three-way matching;

e That the Section 151 Officer ensured guidance was issued to staff on
when the Direct Input payment method was used;

e That the Shared Accounting Manager determined why duplicate
payments continued to occur and from this reviewed the effectiveness
of appropriate duplicate controls; and

Licensing monies

e That the Performance and Client Lead requested the Business
Support Leads for Licensing and Planning works with the IT
Department to ensure the kiosk was programmed to ensure it could
take cash payments.

Resolved that the Corporate Improvement Plan be noted.
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Review of the effectiveness of Internal Audit

Considered report previously circulated, regarding a recent review that had
been undertaken into the effectiveness of Internal Audit.

The Internal Audit function formed a part of the Corporate Governance and
Internal Control Framework that provided accountability to stakeholders on all
areas of the Corporate Plan.

The function was provided to Taunton Deane Borough Council and a humber
of other local authorities in the region by the South West Audit Partnership
(SWAP).

SWAP’s opinion on the adequacy and effectiveness of the Council’s internal
control framework formed a key part of the evidence used in preparing the
corporate Annual Governance Statement (AGS) for 2010/2011, which would
be published at the same time as the Council's Statement of Accounts later
this year.

The review was an annual requirement to consider the effectiveness of the
arrangements for the provision of Internal Audit services. This included the
scope and terms of reference of Internal Audit, independence, ethics and
competence, audit committees, relationships, staffing, audit strategy and
planning, how audit work was undertaken, due professional care, reporting
and performance, quality and effectiveness, as recommended by the
Chartered Institute of Public Finance and Accountancy (CIPFA) Code of
Practice for Internal Audit.

Details of the review which had been undertaken by the Council's Section 151
Officer, Shirlene Adam, were submitted.

The review had found that overall, the team performed at a satisfactory level,
and that this view was supported by the comments of external auditors.

In reviewing SWAP’s performance, the Management Board had agreed
Standards of Service which would help ensure that each partner received the
same level and quality of service. Full details were submitted for the
information of Members.

Further reported the progress that had been with the actions which were to
have been completed in 2010/2011.

The following actions were recommended for the current financial year:-
e To fully implement the agreed Standards of Service;

e To review the current Governance arrangements of the SWAP
Partnership and make recommendations for improvement;
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e To support the Council in using the MKI management information
system for monitoring progress against audit recommendations;

e To ensure that the controls tested, and the sample sizes used, met the
requirements of the Audit Commission for all Managed Audits; and

e To ensure the “Managed Audits” were completed to final report stage
by the end of January each year (to support the external audit work).

It was the opinion of the Strategic Director that the system of Internal Audit
was effective.

Resolved that the findings of the review and the effectiveness of Internal
Audit for 2010/2011 be noted.

Consultation Paper — Future of Local Public Audit

Reported that in preparation for the abolition of the Audit Commission, the
Department for Communities and Local Government (DCLG) had published a
consultation on the future arrangements for local public audit.

The consultation included proposals relating to the possible future role and
composition of the Audit Committee. The proposals would result in all local
bodies with a turnover exceeding £6,500,000 appointing their own
independent auditor.

Four design principles had been used to develop the proposed changes:-

(1) Localism and decentralisation;

(2) Transparency;

(3) Lower audit fees; and

(4) Higher standards of auditing.

The deadline for responses to the consultation was 30 June 2011.

The report summarised the main issues arising from the consultation and
contained a draft response for consideration and comment by Members of the
Committee.

Key issues raised in the consultation paper related to:-

e The imposition of independent but unelected Chairman, Vice-Chairman
and Members of the Audit Committee;

e The impact on existing arrangements for “corporate governance” in
Taunton Deane;

e The potential for over-prescriptive and onerous external audit
requirements; and



e The proposed imposition of the role of commissioner of independent
examinations and de facto regulator of smaller public bodies operating
within the area of Taunton Deane.

The report also set out the suggested options for the scope of the external

audit and the work of the auditors and the arrangements that could be put in

place for smaller bodies.

Members considered the response of the Strategic Director, Shirlene Adam,

to the specific questions set out in the consultation paper and agreed that this

should be sent to the DCLG to meet the deadline.

Resolved that:-

(1) The key issues emerging from the Government’s Consultation Paper on
the Future of Local Audit be noted; and

(2) The proposed response to the consultation paper be approved.
44. Forward Plan

Submitted for information the proposed Forward Plan of the Corporate
Governance Committee.

Resolved that the Corporate Governance Committee Forward Pan be noted.

(The meeting ended at 8.32 pm).
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