GOVERNANCE PANEL
HELD ON 26 JUNE 2007
(FROM 5.30 PM TO 6.58 PM)
PRESENT: Councillor Jim Clark in the Chair. Councillors Phillip Broadbank, John
Lockhart, Charlie Powell, John Savage, Theakston and Dr M J French (Co-opted
Standards Committee Member).
Late Arrivals: None.
Early Departures: None.
Also in attendance: Councillor Harrison (Chair of General Purposes Committee).
1/07 - APOLOGIES FOR ABSENCE: There were no apologies for absence.
(5.30 pm)
2/07 - DECLARATIONS OF INTEREST: There were no declarations of interest.
(5.31 pm)

3/07 - MINUTES: The Minutes of the meeting of the Panel held on 3 April 2007
were approved as a correct record and signed by the Chair.

(Two Members voted for the motion and there were four abstentions).

(5.31 pm)
4/07 - EXEMPT INFORMATION: There were no exempt information items.

(5.32 pm)
5/07 - PUBLIC ARRANGEMENTS — QUESTIONS: There were no such
guestions to consider.

(5.33 pm)

WELCOME: The Chair welcomed Dr M J French who was attending his

first meeting of the Governance Panel as a Co-opted Member of the Standards

Committee.

MATTERS FOR REPORT

6/07 - AN INTRODUCTION TO THE CORPORATE GOVERNANCE
FRAMEWORK: The Corporate Improvement Officer (Governance)
submitted a written report, the purpose of which was to provide an introduction to the
Council’'s Corporate Governance framework. It was acknowledged that the
framework had been fully revised, following the corporate restructure in 2005 and an
updated framework attached as an Appendix to the report had been agreed and
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published in July 2006. Governance Panel members had received training on the
framework on 21 June 2007.

The Governance Panel noted the Council’'s Corporate Governance Framework.
(6.20 pm — 6.25 pm)

7/07 - INDEPENDENT REVIEW OF INTERNAL AUDIT: Further to Governance
Panel Minute 30/06 the Head of Legal and Democratic Services submitted a written
report, setting out nine recommendations for consideration by the Governance Panel
as a result of the Review Group’s independent review of internal audit.

The Head of Legal and Democratic Services advised that the recommendations
were intended to feed into the Council’'s Statement on Internal Control (SIC) and that
the nine recommendations had now been approved by the Council’s Corporate
Management Team. It was also intended that the 2008 review would be undertaken
so that it could meet the Council’s SIC timetable 2007/2008. The Head of Legal and
Democratic Services invited Members’ questions in relation to the review. The Chair
referred to the constitution of any future internal review working group, more
specifically the potential for an elected Member contingent and advised Members of
the Panel that their involvement in such a review would limit their ability to scrutinise
any of it's outcomes once the review had been completed.

In response to Members’ questions, the Audit Manager advised that the Council
would be subject to a tri-annual review in 2007/08 by the Audit Commission.

The Governance Panel then agreed to endorse the nine recommendations arising
out of the review.

(6.25 pm - 6.30 pm)

8/07 - INTERNAL AUDIT REPORT — OUTTURN 2006/07 AND ANNUAL PLAN

2007/08: The Audit Manager submitted a written report which set out the
key findings and conclusions from work undertaken by the Council’s Internal Audit
Section and provided performance information for the year 2006/07. The report also
looked forward to 2007/08. The Audit Manager invited Members’ questions in
relation to the content of the report and in doing so referred to paragraph 3.2 which
stated that the overall picture in terms of audit outturn for 2006/07 was very positive,
despite a number of departments judged to have taken a downward direction of
travel.

The Audit Manager also took the opportunity to circulate preliminary information
received in response to the most recent audit client satisfaction survey, the results of
which were considered to be encouraging at this stage.

In response to a question tabled by Councillor Theakston regarding ways and means
of identifying any duplication of work arising from normal Council activity, it was
acknowledged that this was the responsibility of individual departments; it was also
acknowledged that the Value For Money (VFM) work within the Council also
addressed this issue.

G:\Active Coins Agendas and Minutes\Corporate Overview & Scrutiny Commission\2008_01_22\Minutes of Governance panel 26.06.07.doc



GOVERNANCE PANEL

Recommendations 2.1, 2.2 and 2.3 set out within the report were then unanimously
agreed.

(6.30 pm —6.41 pm)

9/07 - STATEMENT ON INTERNAL CONTROL 2006/07 — SECTION 5 ACTION

PLAN MONITORING QUARTER 1: The Corporate Improvement Officer
(Governance) submitted a written report, to update the Governance Panel on the
progress of actions noted in Section 5 of the Statement on Internal Control (SIC)
2006/07 to address significant internal control issues. Regular monitoring of Section
5 actions was introduced in 2006/07 as an improvement in the SIC management
arrangements. It was acknowledged that the Council’s General Purposes Committee
would consider the SIC itself later in the week.

The Panel then agreed to acknowledge that S5/Ref 5 review of the effectiveness of
the system of internal audit and S5/Ref 6 the Audit Manager’'s Annual Report had
now been achieved.

(6.41 pm — 6.46 pm)

10/07 - ANNUAL EFFICIENCY STATEMENT — BACKWARD LOOK 2006/07:
The Corporate Improvement Officer (Governance) submitted a written report in
relation to a look back at the annual efficiency statement backward look for 2006/07.
It was acknowledged that the statement was based on the Council’'s annual
efficiency forward look statement for 2006/07 considered by the Panel in June 2006.
The Panel referred to Appendix A to the written report, specifically references to C9
and c1 and savings not achieved in relation to homelessness and the environment.
In response to Members’ questions, the Corporate Improvement Officer advised that
these areas that were particularly hard to predict in budgetary terms. The Panel
acknowledged that this was an issue to bear in mind for future years. The Panel
then noted the report.

(6.46 pm — 6.52 pm)

11/07 - GENERAL FUND FINAL ACCOUNTS 2006/07: The Head of Financial
Management submitted a written report setting out the main features of the financial
position on revenue spending 2006/07 on the general fund. The report also set out
the Council’s overall statutory statement of accounts for the year ended 31 March
2007. The Head of Financial Management referred to the Balance Sheet on page
S13 of Appendix 4 to the report and specifically two entries for long-term debtors, the
figures for which had been transposed and asked Members to note this error.

The Panel tabled a number of questions in relation to the content of the report as
follows: -

Councillor Clark tabled a question in relation to the conference and exhibition centre
and the fluctuation in income from +£0.4m compared to the original estimate for
2006/07 to -£0.7m compare to the 2005/06 outturn. In response to questions John
Noland advised that the HIC budget tended to fluctuate on a five-year cycle on the
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basis of the attraction of different events each year which are on different cycles and
levels of competition provided by new and existing exhibition venues.

Councillor Broadbank queried the forecasted reserves predicted to stand at £11.4m
and which actually rested at £14.5m and in response to Councillor Broadbank’s
guery regarding the reason for the difference between the two figures it was
acknowledged that when planning budgets, officers had the option of drawing down
from reserves but did not necessarily have to and, therefore, it could be concluded
that either the existing revenue budget was sufficient to cover any spending
requirements or the proposed spending from reserves has slipped into the next year.

Councillor Clark queried the Council’s policy on reserves and, in response, the Head
of Financial Management advised that the Council had a target range for the General
Fund Balance, reviewed levels of earmarked reserves on a regular basis, and that
Cabinet itself would receive a report on levels of reserves in September 2007. It was
also acknowledged that there were no large transfers of reserves between
departments, simply because the majority of under spends were held centrally and
then reallocated as required. The Head of Financial Management advised that the
Corporate Improvement Group had reviewed the way in which reserves were
managed, and this review had reduced the cap on surpluses going to business units
and had resulted in the transfer of under spends to the centre and less back to
business units.

Councillor Theakston queried the definition of reserves and whether there were any
benefits in being more explicit in terms of where the reserves had come from.

In response to a question from Councillor Clark regarding the level of under spends,
the Head of Financial Management referred to paragraph 3.1 of the written report,
which stated that the saving against the original estimate of £21.996m was £0.5m
representing a saving of 0.7% of the gross revenue budget. This had been largely
attributed to savings in treasury management costs and, in simple terms, the Council
had been able to earn a lot more interest on a lot more money, due to rises in
interest rates and higher than anticipated levels of balances. The Head of Financial
Management expanded on this point, referring to levels of under spends which had
risen from £0.3m at March monitoring to £1.1m at outturn. This rise could be
attributed to a number of different activities, however, the Head of Financial
Management provided three specific examples: planning income had increased by
£75,000 in March, benefit subsidies were £71,000 under the anticipated figure, and
the achievement of further treasury management savings of £40,000. The Head of
Financial Management then referred to the March budget monitoring process,
comparing it to the budget process, where the Director of Resources challenges
departmental budgets.

Councillor Broadbank referred to the Council income of £160,000 received towards
election fees of which only £70,000 had been utilised, and it was acknowledged that
staff working on the elections had not taken their full entittement to those election
fees. Councillor Broadbank also queried the reduction in planning delivery grant and
it was acknowledged that the Government were now consulting on possible
increases to planning fees of around 20%, together with a possible replacement for
the delivery grant in the form of a ‘Housing and Planning Delivery Grant Scheme’.
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Councillor Theakston queried how income had been derived for CCTV and in
response to that query, the Head of Highways and Transportation referred to income
received from North Yorkshire County Council, the Government and contributions
from on-street parking income.

Councillor Clark referred to an increase in costs against concessionary fares, and
the Chief Engineer (Highways and Transportation) referred to the move by the
Council to adjust from a half fare scheme to a free-fare scheme that had meant
additional expenditure in this budget. Councillor Clark referred to the level of capital
commitments and in response to this question, the Head of Financial Management
advised that only the significant commitments had been listed in that part of the
report. Councillor Powell referred to a reference to £2.078m in respect of the Royal
Hall Refurbishment, referring to the Council’s decision to commit only £2m to this
particular scheme, however, it was acknowledged that the Council were required to
spend funds on the Royal Hall in excess of £2m but would be reimbursed by the
Heritage Lottery Fund and the Royal Hall Restoration Trust for those funds spent
over £2m. The Council were also required to account for the full cost of the scheme.

Councillor Theakston queried the Council’s accounting policies in relation to asset
valuation and in response, was referred to note 28 on page S23 referring to fixed
asset valuation.

Councillor Clark queried the need for paragraph 42 on page 26 in relation to the
preparation for entry to economic and monetary union and whether this particular
paragraph was still required. It was suggested that the General Purposes Committee
might recommend deletion of this paragraph in future Final Accounts.

In terms of fees paid by the Council to other organisations, Councillor Theakston
reiterated his previous concerns regarding the justification for annual rise in Audit
Commission fees.

In conclusion, whilst the Commission unanimously agreed to receive the report and
note the information contained therein, it noted the proposed use of 2006/07 under
spends and recommend to the General Purposes Committee the Statement of
Accounts be approved. The Commission also unanimously agreed that thanks
should be passed on to those Officers who had worked to look after Council funds.

(5.34 pm - 6.20 pm)

12/07 - STRATEGIC RISK REGISTER 2007/08: The Corporate Improvement
Officer (Governance) submitted a written report in relation to the strategic risk
register and to provide the Governance Panel with an update on the approach to
compiling and monitoring the register since the last report received in April 2007.
The register set out details of new and emerging risks and those rolling on from
previous years. It was acknowledged that in terms of emerging risk, this was a
particularly dynamic activity. Dr French queried whether the risk register was a
particularly effective means of dealing with risk and whether there was any evidence
to support its effectivity. In response, the Corporate Improvement Officer advised
that it would always be difficult for Officers to identify every risk and ensure their
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feature in the register, however, it was possible to embed the concept of risk in
business and service planning and decision-making, and the Council’s approach
ensured that there was a framework for dealing with emerging risks.

The Panel agreed to note the contents of the strategic risk register for 2007/08.
(6.52 pm - 6.57 pm)

13/07 - PANEL WORK PROGRAMME 2007/08: The Scrutiny Officer submitted a

copy of the Panel’'s work programme for information purposes. The Panel received

the programme.
(6.57 pm — 6.58 pm)
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