AUDIT AND GOVERNANCE COMMITTEE MEETING MINUTES - 25 SEPTEMBER 2024

Present: Councillor Williams (Chair);
Councillors Asare, Dennis, Gittings, Moore and Stevens

Apologies: Councillors McGoldrick and Mitchell

12.  MINUTES OF THE PREVIOUS MEETING HELD ON 17 JULY 2024

The Minutes of the meeting held on 17 July 2024 were confirmed as a correct record and
signed by the Chair.

13. QUESTIONS

Questions on the following matters were submitted by Councillors:

Questioner Subject Answer
1. Clir Moore CIPFA Guidance on Audit & Governance | Clir Williams
Committees

(The full text of the question and response was made available on the Reading Borough
Council website)

14. INTERNAL AUDIT QUARTERLY PROGRESS REPORT

The Committee considered a report providing an update on the key findings emanating
from the Internal Audit reports issued for the period 1 April to 30 September 2024
(Quarter 2).

The report summarised the findings, recommendations and management actions that had
been put forward for each audit review and stated the overall assurance opinion level
given by the Internal Audit team. A total of two audit reviews had been finalised in the
period, as follows:

o Fuel System ‘follow up audit’ (Reasonable Assurance opinion given);
e Housing Complaints (Reasonable Assurance opinion given).

The Committee welcomed the reasonable assurance given in relation to Housing
Complaints and discussed the previous audit review of Housing Repairs, which continued
to have an audit recommendation with ‘Red’ status in relation to the appointment and
performance of sub-contractors. The Committee had received assurance from the
Assistant Director of Housing & Communities that action was being taken to address
concerns that had been raised by the audit review at its meeting on 23 January 2024
(Minute 29 refers). The Audit Recommendation Tracker showed that considerable
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progress had been made towards meeting internal audit concerns and the Committee
therefore felt it would be appropriate to have an update at its next meeting to review
the ongoing management action being taken to address the limited assurance opinion.

The report stated that the Department for Transport had required assurance that Bus
Service Operators Grant (BSOG) paid to operators of eligible bus services and community
transport organisations to help them recover some of their fuel costs had been issued in
line with the grant determination conditions. Internal Audit had been able to provide this
assurance.

The report also detailed the audits that were currently in progress and gave a summary of
investigations work that would be taking place in the 2024/25 financial year.

Resolved:

(1) That the audit findings be noted, and the recommendations and
management action underway, as set out in the Internal Audit &
Investigations 2024/25 Quarter 2 Update Report, be endorsed;

(2) That a follow-up report be submitted to the next meeting on the
management action that had been undertaken to address the concerns
that had been raised about the Housing Repairs service, particularly in
relation to the appointment and performance of sub-contractors, which
still had ‘Red’ status in the Audit Recommendation Tracker.

15. IMPLEMENTATION OF AUDIT RECOMMENDATIONS TRACKER

The Committee considered a report setting out a summary of Internal Audit
recommendations and updated management responses, which focused on those
recommendations where there had been either a ‘limited’ or ‘no assurance’ opinion. A
summary of Internal Audit recommendations and updated management responses since
the last Committee was attached to the report at Appendix 1.

Prior to reporting to Committee, officers responsible for implementing the specific
recommendations had been asked to update the audit tracker. Each recommendation
had been marked with a percentage complete, which correlated to a red (up to 25%),
amber (26%-75%), or green (76%+) rating. However, any recommendations that were less
than 50% complete but had exceeded their agreed completion date had also been
marked red. From April 2024 the format of the report had been updated to track
progress in the implementation of the management responses to audit
recommendations. This approach would be an improvement to enable better tracking of
whether the audit recommendations were being properly addressed.

There were 26 recommendations currently on the tracker. Seven had been reported as
complete in July 2024 and had been removed from the tracker. A further ten
recommendations had been reported as complete in August 2024. Three
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recommendations had been marked as ‘Red’ with two ranked as ‘Amber’ and 11
‘Green’.

Resolved:

(1) That progress against the audit recommendations for audits assigned a
‘limited’ or ‘no assurance’ opinion, as set out in the Appendix to the
report, be noted;

(2) That the high and medium risk Internal Audit recommendations and the
responses to those risks be noted as set out in Appendix 1 to the report.

16. STRATEGIC RISK REGISTER - JUNE 2024

The Committee considered a report outlining the updates to the Strategic Risk Register
(SRR), in line with the requirements of the Council’s Risk Management Strategy. A copy of
the SRR was attached to the report at Appendix 1. The Risk Register covered the actions
completed by the Council for April to June 2024 and the future risk ratings. The SRR had
been reviewed by CMT on 3 September 2024 and ‘Failure to respond appropriately to a
major incident that includes a public health hazard’ had been de-escalated. This risk was
now recorded as a ‘green, low risk’ for the second consecutive quarter and had been
moved to the relevant Directorate Risk Register.

The Committee was asked to note there were now six red risk cards, as follows:

Cyber - Risk of loss from cyber-attack.

e BFfC - Lack of local special educational needs and disabilities (SEND) placement provision
to meet current and future levels of demand.

Failure to deliver zero carbon commitments.

Unable to deliver a balanced budget because of cost-of-living increases, demand pressures
and achieving income targets.

Care Act Statutory duties were not met as Residents were waiting for an assessment or
access to services in Adult Social Care.

Failure to mitigate risks or manage issues, associated with health & safety, appropriately.

The report stated there were now seven amber cards with ‘Failure to safeguard
vulnerable adults’ being reduced from a ‘red’ to an ‘amber’ rating. This was due to new
‘concerns’ raised, being screened within 48 hours, enabling immediate actions to be
taken where necessary and for enquiries to identify risks and consider safety measures.
In addition, ‘Companies Risk - That the council fails to have in place appropriate
oversight and scrutiny of its companies’ had moved from ‘amber’ to ‘green’ due to
increased awareness of the risks and implementing measures to oversee and scrutinise
RBC's companies.

The Committee discussed the risk of the Council incurring a loss from a cyber security
attack, which had a high inherent and residual risk score due to the nature of the threat.
The Committee felt it would be useful to have an interim report and be given the
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opportunity to meet the new AD of Digital and ICT Services (final job title to be decided)
to explore areas for further investigation and mitigation to guard against cyber attacks.

Resolved:

(1) That the Council’s Strategic Risk Register, as of September 2024, as set
out in Appendix 1 to the report, be noted;

(2) That an interim report be submitted to the next meeting on the Cyber
Security risk and to provide the Committee with the opportunity to meet
the new Assistant Director responsible for this area and start a discussion
of mitigating action that could be taken against potential cyber threats to
the Council.

17. TREASURY MANAGEMENT REVIEW QUARTER 1 2024/25

The Committee considered a report on the activity of the Treasury Management function
during the first quarter of the year for the period 15t April 2024 to 30t" June 2024. The
report stated that the CIPFA Code of Practice for Treasury Management 2021
recommended that the Committee should be updated on treasury management activities
at least quarterly. The Committee was advised that there had been full compliance
during this period with the Treasury Management Strategy Statement (TMSS), as agreed
by Council on 27 February 2024. The report stated that the approved Treasury
Management Strategy Statement 2024/25 included an upper limit of 20% on the maturity
structure of fixed rate borrowing for 2024/25. In order to give a greater degree of
flexibility and to align with the approved Borrowing Strategy of currently utilising
temporary and short-term borrowing in lieu of taking out longer term fixed borrowing
whilst interest rates remained high, it was intended to seek Council approval to raise this
upper limit to 100% at its meeting on 15 October 2024.

The report had attached the Link Group Economics Update; Debt and Investment
Portfolios; and the list of approved countries for investments.

Resolved:

(1) That the Treasury Management Review Quarter 1 report for 2024/25 be
noted;

(2) That, in order to give a greater degree of flexibility and to align with the
approved Borrowing Strategy of currently using temporary and short-term
borrowing instead of taking out longer term fixed borrowing whilst
interest rates remained high, Council be recommended that the upper be
amended to 100%.

18. INFORMATION GOVERNANCE QUARTERLY UPDATE
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The Committee considered a report outlining the action underway to improve the
Council’s policies, systems and processes for Information Governance following several
limited assurance reports in this area.

The report provided an update on: the action being taken to address the backlog of
Subject Access Requests; the on-time responses to FOI requests, which stood at 73.1% in
Quarter 1, slightly down on the 74.6% recorded in Quarter 4 of 2023/24; the ongoing work
to increase FOI responses within the required timescale to 90%, as expected by the
Information Commissioner’s Office; data transparency; the work of the Information
Governance (IG) Board; the Information Management Strategy, which set out the
Council’s approach to information management and governance; and uptake of the
compulsory Cyber Security training for all staff and Members, which would be followed-up
to improve compliance. In relation to the latter, data on the completion of the training
by RBC employees showed 92.8% of IT users had completed the Cyber Security module
and 92.7% had completed the GDPR module. The completion of the training by BFfC staff
was at 78.1% for both the Cyber Security and the GDPR module.

The Committee noted that the on-time FOI response rate had remained persistently
below the 90% expected by the Information Commissioner’s Office. The Information
Rights Services Manager and the Customer Relations Team Manager had continued to work
with the RBC Project Team and the supplier to improve performance through the
implementation of the Council’s new case management system in July 2024. The new
system would provide data/reports more promptly than the previous system and regular
reports would be generated by the Customer Relations Manager and shared with senior
managers for oversight. This new system would also generate reminders to responding
officers. The Committee was content to allow time for the new system to be embedded
but requested that if on-time responses continued to be disappointing, appropriate
officers should be invited to attend future meetings to explain the issues they were
experiencing that were causing under-performance in this area.

The report stated that the current focus would be on: continuing the work with the two
groups of Data Stewards; and training and user acceptance training on the redaction
software.

Resolved:

(1) That the progress being made to improve the Council’s Information
Governance be noted and the future actions outlined in the report be
endorsed;

(2) That the introduction of a new case management system to address the
under-performance in responding to FOI requests on-time be welcomed
but if there was not sufficient improvement in on-time responses within
the next six months, the Assistant Director of Legal & Democratic Services
be asked to invite the appropriate officers to attend the Committee to
explain the issues they were experiencing that had prevented their
service(s) from responding to FOIs in a timely manner;
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(3) That the work to improve take-up amongst RBC staff of Cyber Security and
GDPR training, which had reached 92.8% for both courses, be commended.

19. 2021/22 AND 2022/23 DRAFT STATEMENT OF ACCOUNTS

The Committee received a report on the process for concluding the Council’s 2020/21
and 2021/22 Statements of Accounts and sought to recommend that Council delegated
the final arrangements for their approval to the Director of Finance. In doing so it should
be noted that the accounts for these years would not be audited as they would have been
in the past, and that this was part of the Government’s agreed approach to enable the
local government audit sector to recover from a significant national backlog in audit
opinions. The auditor’s responsibilities to produce Value for Money (VFM) assessments for
each year was still retained, and there was a level of independent assurance that could
be obtained from that process. VFM reports for each year would be reported to the
Committee in due course. It was further noted that the Draft 2023/24 Statement of
Accounts had already been published and the Council’s new auditors KPMG would be
undertaking to audit the ‘in year’ transactions and begin to deal with the impact of
having unaudited opening balances from the previous year, 2022/23.

Resolved:

(1) That the process for concluding the Council’s 2020/21 and 2021/22
Statements of Accounts be noted;

(2) That Council be recommended to give delegated authority to the Director
of Finance to finalise and approve the 2021/22 and 2022/23 Statement of
Accounts.

20. 2023-24 DRAFT STATEMENT OF ACCOUNTS

The Committee received a report on the draft 2023/24 Statement of Accounts, which
were appended to the report, and had been published on the Council’s website within six
months of the previous year end for the first time in many years. The formal public
inspection period would begin when a draft of the accompanying Annual Governance
Statement had been completed. The report outlined the plan for external audit scrutiny,
with the aim of reporting a substantially completed process to the next Committee
meeting on 21 January 2025. The Committee noted that the Government had set a
Backstop Date of 28 February 2025 for all external audit opinions to be concluded for
2023/24. This report was considered alongside the 2021/22 and 2022/23 Statement of
Accounts item (see Minute 19 above).

Resolved: That the progress made on the 2023-24 Statement of Accounts process
and external audit be noted and the Finance Team be thanked for the
considerable amount of work that had gone into the publication of the
draft 2023/24 Statement of Accounts within six months of the previous
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year end and also the progress achieved towards concluding the
Council’s 2020/21 and 2021/22 Statements of Accounts.

21. EXTERNAL AUDITOR UPDATE - KPMG

The Committee received a covering report on behalf of the Council’s External Auditor,
KPMG, which had attached the draft 2023/24 Value for Money Risk Assessment. Jonathan
Brown and Edward Mills from KPMG were present at the meeting and provided an update
on the 2023/24 audit and planned Value for Money assurance work. KPMG’s report set
out the details of the significant risk that had been identified relating to children’s
services, which questioned the Council’s ability to have adequate arrangements in place
to offer consistently good services. In order to examine the risk, KPMG would consider
the development of the Council arrangements to establish the required improvements as
required by Ofsted’s recent report, seek to understand the process for identifying drivers
and actioning the change required per the action plan and conduct interviews with senior
management and those in the directorate to understand the issues and how they would
be progressing to resolution.

Resolved: That KPMG’s update on the 2023/24 audit process be noted.

(The meeting closed at Time Not Specified)



