AUDIT AND GOVERNANCE COMMITTEE MEETING MINUTES - 17 JULY 2024

Present: Councillor Williams (Chair), Asare, Dennis, Gittings and Stevens;
Apologies: Councillors Mitchell and Moore;
In attendance: Councillors Emberson and McGoldrick (via Microsoft Teams).

1. CHAIR’S ANNOUNCEMENTS

The Chair referred to the Committee’s decision at its meeting held on 23 January 2024 (Minute 25
refers), which agreed to receive a report on governance and assurance arrangements of Brighter
Futures for Children at a future meeting, in accordance with the Committee’s responsibility: ‘To
review the governance and assurance arrangements for significant partnerships or collaborations.’
The Committee was asked to reconsider this decision to avoid duplication of work with Policy
Committee, which was going to review the BFfC Contract in the current year. The Chair reported
that officers had instead offered to prepare an overview of the companies the Council either owned
or had a significant interest in, which the Committee could use to identify issues for more in depth
investigation at future meetings.

AGREED: That a high-level overview report of the governance and assurance
arrangements of companies, the Council either owned or had a significant
interest in, be submitted to the Committee’s next meeting on 25 September
2024.

2, MINUTES OF THE PREVIOUS MEETING HELD ON 10 APRIL 2024

The Minutes of the meeting held on 10 April 2024 were confirmed as a correct record and signed by
the Chair.

3. CLOSING FINANCIAL ACCOUNTS UPDATE

The Committee received a report on the preparation of the draft 2023/24 Statement of Accounts
which was nearing completion, and the status of the previous two years’ accounts which were
currently unaudited. In future, the accounts would be signed off by Council, with the Audit and
Governance Committee playing a pivotal role in their scrutiny.

The report stated that, following publication of last year’s 2022/23 draft accounts in February 2024,
the Council's Finance Team had been able to focus more activity on closing the management
accounts for 2023/24 against a revised and much shortened closedown timetable. The remaining
work concerned the preparation of group accounts by consolidating the accounts of the Council’s
three wholly owned companies, Brighter Futures for Children, Reading Transport Ltd, and Homes
for Reading and then preparing respective Cash Flow Statements. The Council intended to publish
the draft 2023/24 Statement of Accounts by the end of August 2024.

The Committee was reminded that both the 2021/22 and 2022/23 draft statements of accounts had
been published on the Council’s website. It would be the responsibility of the Council’s previous
auditors EY to provide an opinion on these accounts, and feedback received to date indicated that
both sets of accounts would have disclaimed opinions. The national picture showed many English
councils had backlogs in receiving their external audit opinions. The historic backlog meant that
many councils would find it difficult to complete their draft accounts on time and/or have them
audited in a timely manner. The General Election meant the Government had not been able to
implement the necessary legislation to enable a phased set of backstop dates by which outstanding
audit opinions would be given. As a result of this, CIPFA had announced revisions to their
approach to focus instead on longer term improvements in local authority financial statements and
reporting, utilising a revitalised Better Reporting Group.
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Separate from the requirement to provide an audit opinion, EY would complete a Value for Money
Assessment for both 2020/21 and 2021/22. The Council had been providing information to support
this process since the beginning of 2024 and EY had confirmed their reports were nearing
completion. It was expected that the final assessments could be presented to this Committee in
September 2024. The final version of the External Auditor’s (EY) report was appended to the
report, which had been presented previously in draft form during the audit process for the 2020/21
Statement of Accounts which had been approved and signed off under delegation in April 2024.

Resolved:  That the accounts progress and findings to date be noted.
4, EXTERNAL AUDITOR UPDATE

The Committee received a covering report on behalf of the Council’'s External Auditor, KPMG, which
had attached a draft External Audit Plan & Strategy for the year ending 31 March 2024. The
external audit process included the approval of the annual Statement of Accounts results and the
publication of accurate, transparent financial information which gave a true and fair view of Reading
Borough Council’'s economic performance and financial stability. Jonathan Brown and Edward Mills
from KPMG were present at the meeting and highlighted key areas from the Audit Plan & Strategy
for the Committee to consider.

Resolved:  That KPMG’s draft External Audit Plan & Strategy for the year ending 31 March
2024 be noted.

5. AUDIT AND GOVERNANCE COMMITTEE ANNUAL REPORT

The Committee received a report on its first Annual Report on how it had: complied with the 2022
CIPFA Position Statement; and discharged its responsibilities. The Annual Report also included a
self-assessment of the Committee’s performance. The Annual Report was appended to the report
and set out:

The Committee’s remit and membership;

Areas covered and work of the committee during 2022/23;

Training undertaken by members during the year;

A summary of an assessment of committee effectiveness carried out by Committee members

and key officers with more detailed analysis provided in Appendix 2 to the report;

¢ An update on progress since the initial assessment against the CIPFA guidance was carried
out; and

¢ Possible areas identified for improvement.

Members of the Committee and key officers had been invited to complete a questionnaire reviewing
the Committee over the last municipal year. The findings included:

o All respondents either agreed or somewhat agreed that they understood the role and purpose
of the Committee;

o The majority of officers thought that the Committee escalated issues and concerns promptly
to those in governance and leadership, and approximately two-thirds of Committee members
agreed with this statement;

o All respondents indicated that the Committee had good working relations, access to, and
visibility with Internal Audit and the Director of Finance, and the majority said the same of the
Assistant Director of Legal and Democratic Services (Monitoring Officer). However,
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respondents were less sure of the Committee’s links to the External Auditors with 50% of
Committee members answering ‘partially’ to this question;

e There was consensus that useful training and useful and effective support had been provided
to the Committee;

o Most Member respondents did not think that they had had an evaluation of their knowledge or
skills since joining the Committee/in the last two years, with half detailing that they had not
had an evaluation of their training needs; and

¢ All respondents thought that the Committee engaged with a wide range of leaders and
managers.

The report stated that the Audit and Governance Committee’s terms of reference had been amended
to ensure they reflected best practice, as detailed in CIPFA’s Position Statement and associated
guidance. This included the removal of the Committee’s delegated authority to approve the Council’s
annual Statement of Accounts and that the Committee would report to Council on its findings,
conclusions, and recommendations on the adequacy and effectiveness of governance, risk and
internal control frameworks, financial reporting arrangements, and internal and external audit
functions, and on the committee’s performance. Committee members and the Committee Chair had
engaged in discussion and asked relevant questions on agenda items throughout the year and had
requested various relevant officers attend Committee meetings to provide updates on areas of
concern highlighted in recent internal audit reports. Some areas for improvement had been identified
and these were outlined in section 7 of Appendix 1 to the report. Generally, the Audit and Governance
Committee complied with the 2022 CIPFA Position Statement, although it did not have any
independent members on the Committee.

Resolved: That the Audit and Governance Committee’s Annual Report be endorsed as a
fair reflection of its performance over the 2023/24 Municipal Year for
consideration by Council at its meeting on 15 October 2024.

6. INTERNAL AUDIT ANNUAL ASSURANCE REPORT

The Committee considered a report setting out at Appendix 1 the Internal Audit Annual Assurance
Report of the Chief Auditor, as required by the Accounts and Audit regulations and the Public Sector
Internal Audit Standards. The report gave the Chief Auditor’s opinion on the overall adequacy and
effectiveness of the organisation’s governance arrangements, risk management and internal control
environment, drawing attention to any issues particularly relevant to the preparation of the Annual
Governance Statement. It also set out key themes arising from the work of the Audit Team during
the 2023/2024 financial year, and compared the audit work undertaken with that planned,
summarising the performance of the Internal Audit function against its performance measures and
targets.

The report explained that, based on the work completed during the year, the Chief Auditor had
concluded, that whilst no assurance could ever be absolute, he could give ‘Limited Assurance’ that
arrangements to secure governance, risk management and internal control were in place in 2023/24.
The basis for the assurance opinion was set out in section 2 of the Annual Assurance report and the
key areas for improvement identified during the audit work were set out in section 4. The opinion did
not imply that Internal Audit had reviewed all risks relating to the organisation and assurances should
also be taken from other appropriate sources.

One of the most significant areas to influence the annual assurance opinion, for 2023/2024 was the
number of audits receiving a negative assurance opinion, as well as a combination of advisory work
and investigations undertaken. Overall, 44% of audits received limited or no assurance in 2023-24,
compared with 26% in 2022-23, and 38% in 2021-22.
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Resolved: That the assurance opinion given by the Chief Auditor and the issues raised in
the annual report be noted.

7. 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 June 2024 (Quarter 1).

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 three audit reviews had been finalised in the period, as follows:

o Homelessness (Reasonable Assurance opinion given);
e Subject Access Requests (Reasonable Assurance opinion given);
o Cyber Security ‘follow-up’ (Reasonable Assurance opinion given).

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

8. 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 33 recommendations currently on the tracker, of which seven had been reported as
complete since June 2024. Four recommendations had been marked as ‘Red’ with four ranked as
‘Amber’ and 18 ‘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.
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9. STRATEGIC RISK REGISTER 2024/25

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
18 June 2024 and no risks had been removed or de-escalated to the relevant Directorate Risk
Register. However, there had been three new risks added to the SRR, as follows:

e ‘Failure to fulfil our obligations under the PREVENT Duty’;
¢ ‘Failure to mitigate risks or manage issues, associated with health and safety, appropriately’;

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

Consequently, the Committee was asked to note there were now eight red risk cards, due to the
new risks being added since the previous quarter:

e Cyber - Risk of loss from cyber-attack.

o BFfC - Lack of local special educational needs and disabilities (SEND) placement provision

to meet current and future levels of demand.

Failure to safeguard vulnerable adults — The card has been split to be more accurate

Failure to safeguard vulnerable children — The card has been split to be more accurate

Failure to deliver zero carbon commitments.

Unable to deliver a balanced budget because of cost-of-living increases, demand pressures

and achieving income targets.

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

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

The report stated that the risk of failing to safeguard vulnerable adults and children had been made
two separate risks to reflect that these functions were managed by different teams. The Committee
noted that the residual risk in relation to ‘failure to respond appropriately to a major incident that
includes a public health hazard’ had been categorised ‘Green’ in the first quarter of 2024/25 and if it
remained at this level for a second consecutive quarter, it would be removed from the SRR. There
were currently 15 Risks on the SRR.

Resolved: That the Council’s Strategic Risk Register, as of June 2024, as set out in
Appendix 1 to the report, be noted.

10.  ANNUAL TREASURY MANAGEMENT REVIEW 2023/24

The Committee considered a report on the Council’s Treasury Management Strategy and Annual
Investment Strategy for 2023/24. The Treasury Management Strategy required an Annual Outturn
Report reviewing the Treasury Management activity which had taken place during the year.

The report stated that the Council had continued to finance capital expenditure through maximising
the use of capital receipts, capital grants and internal borrowing. During 2023/24 the Council had
taken out short-term loans of £101m at an average interest rate of 5.47%, in line with the Borrowing
Strategy. No long-term loans had been taken out during the year.
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Overall, the Council had under borrowed by £194.872 million as at 31 March 2024. As a
consequence, the Council had effectively avoided incurring external interest costs in the order of
£8.711 million during 2023/24, based on the average rate for the existing debt portfolio of 4.47%.
Against the 2023/24 General Fund budget, there was an overall positive net variance of £3.121m on
the Capital Financing budget. This budgetincluded interest payable, interest receivable and Minimum
Revenue Provision (MRP) and a charge to the revenue budget to pay off the principal sum of the
borrowing to finance the Capital Programme.

The report confirmed that the Council had not breached any of its treasury management performance
indicators during 2023/2024. The Borrowing and Investment portfolios and a list of approved
Countries for Investments as at 31 March 2024 were appended to the report for further information.

Resolved:  That the Treasury Management Outturn Report for 2023/24 be noted.
11. INFORMATION GOVERNANCE QUARTERLY UPDATE

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 74.6% in Quarter 4, slightly up on
the 72% recorded in Quarter 3; 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.

The report stated that the current focus would be on: continuing the work with the two groups of

Data Stewards; training and user acceptance training on the redaction software; case management

system testing and go live; and continued working with the Mandatory Training Task & Finish

Group.

Resolved:  That the progress being made to improve the Council’s Information
Governance be noted and the future actions outlined in the report be endorsed.

(The meeting commenced at 6.30 pm and closed at 8.19 pm)

CHAIR:................. DATE: 25/09/24
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