GOVERNANCE PANEL
HELD ON 24 JUNE 2008
(FROM 5.30 PM TO 7.29 PM)

PRESENT: Councillor Jim Clark in the Chair. Councillors Philip Broadbank,
Charlie Powell, John Savage, Theakston, Geoff Webber and Dr French.

Late Arrivals: Councillor Theakston at 5.35 pm
Early Departures: Councillor John Savage at 7.17 pm

01/08 - APOLOGIES FOR ABSENCE AND NOTIFICATION OF SUBSTITUTES:
There were none.

(5.30 pm)
02/08 - DECLARATIONS OF INTEREST: There were no such declarations.
(5.30 pm)

03/08 - MINUTES: The Minutes of the meeting of the Panel held on 1 April 2008
were approved as a correct record and signed by the Chair.

(Six Members voted for the motion and there was one abstention).

(5.30 pm)
04/08 - EXEMPT INFORMATION: There were no such items to consider.

(5.30 pm)

05/08 - PUBLIC ARRANGEMENTS - QUESTIONS: There were no such questions
to consider.

(5.31 pm)

MATTERS FOR REPORT

06/08 - AUDIT COMMISSION REVIEW OF INTERNAL AUDIT - HARROGATE

BOROUGH COUNCIL: The Audit Manager (Audit Commission) submitted a
written report detailing the Audit Commission’s Review of the Council’s internal audit
in relation to compliance with the CIPFA standards. It was reported that the review
was based around Internal Audit’s compliance with the eleven standards set out in
the CIPFA Code of Practice for Internal Audit in Local Government in the United
Kingdom 2006. The Council’s Internal Audit service was found to be compliant with
most of the requirements of the CIPFA Code of Practice. However, it was reported
that there was also scope to improve and strengthen the internal audit
arrangements, with a total of nineteen recommendations put forward.
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With regard to the relationship between Internal Audit and the Governance Panel as
the Audit Committee, the Audit Commission Review concluded that the two bodies
worked well together, although several recommendations were made in respect of
changes that could be made to improve the timing, frequency and
comprehensiveness of reports submitted to the Governance Panel.

In conclusion, the Audit Manager (Audit Commission) informed the Panel that a total
of nineteen recommendations had been identified in the Action Plan (Appendix 1 to
the report). It was stated that the large number of recommendations were no
reflection on the quality of work undertaken by the Internal Audit Service, they
addressed only minor procedural matters and sought improvements rather than
radical changes. All recommendations had been agreed by officers and several had
already been actioned prior to the meeting.

RESOLVED (UNANIMOUSLY):
That the Audit Commission’s Audit Summary Report be accepted.
(5.31 pm-5.41 pm)

07/08 - AUDIT COMMISSION AUDIT AND INSPECTION PLAN 2008/09: The
District Auditor submitted a written report detailing the audit and inspection work that
the Audit Commission proposed to undertake for the 2008/09 financial year in
respect of the Council. It was reported that the plan was based on the Audit
Commission’s risk-based approach to audit planning and the requirements of moving
towards Comprehensive Area Assessment (CAA).

In detailing the proposed fees to be charged to HBC for audit and inspection work by
the Audit Commission during the year, the District Auditor reported that there was
only a slight increase on those from the previous year due to HBC being a well
managed authority with very few risks associated to it. The three key risks were
identified on page 10 of the report.

The Panel noted the differences in approach between the Comprehensive
Performance Assessment and Comprehensive Area Assessment (CAA) particularly
that in the CAA, partnerships would feature to a disproportionate extent and that
sustainability would be a key area.

The Panel noted the risks associated with the proposed re-centralisation of finance
functions and requested if possible to receive the Audit Commission Annual Audit
and Inspection Letter as soon as possible. The District Auditor agreed to review the
timetable with a view to releasing an early draft of the Annual Audit and Inspection
Letter for consideration by the Panel.

RESOLVED (UNANIMOUSLY):

That the Audit Commission’s Audit and Inspection Plan 2008/09 be accepted.

(5.41 pm-5.48 pm)
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08/08 - AUDIT COMMISSION CODE OF AUDIT PRACTICE: The District Auditor
submitted a written report detailing the Audit Commission’s 2005 Code of Audit
Practice. It was explained that the report was submitted for the information of new
Members to the Panel and outlined the way in which the District Auditor was required
to undertake audit work as well as auditing standards.

Attached to the report was an updated version of the Statement of Responsibilities of
Auditors and Audited Bodies. Members were informed of two main changes in the
update, the first being the requirement that those bodies publishing financial
statements electronically must ensure that they accurately reflected the original
financial statements and the Auditor’s report on those statements. The second
related to access to information under the Freedom of Information Act 2000 and it
was explained that audited bodies were required to seek the consent of the Auditor
should they wish to disclose information obtained from him. District Auditors were
not deemed to be public authorities for the purposes of the Act and so were not
bound to comply with the Act in releasing information. However, Members were
informed that moves had been made towards making District Auditors compliant with
the provisions of the Act because they could now only withhold consent for the
release of information if the release would be prejudicial to the audit.

Following a question from Members about the release of commercially sensitive
information on the HIC, the District Auditor explained that he would be compelled to
release such information if a specific request was made by a competing
organisation. It was explained that commercial confidentiality was not an unqualified
defence in refusing FOI requests and each case would have to be reviewed very
carefully. In fact, such approaches were most likely to be directed to the Council and
this had been the position since the Act was enacted. Members expressed deep
concern at the current position.

Members anticipated governance problems with regard to plans for some future work
to be undertaken by the Council in partnership with neighbouring authorities. The
District Auditor explained that each party would take on risks both separately and
jointly and directed Members to the Audit Commission’s National Report which
provided greater explanation on the issue.

RESOLVED (UNANIMOUSLY):

That the Audit Commission Code of Audit Practice 2005 and the Statement of
Responsibilities of Auditors and Audited Bodies be noted.

(5.48 pm - 6.01 pm)

09/08 - FINAL ACCOUNTS: The Head of Financial Management submitted a
written report detailing the General Fund Final Accounts for the year 2007/08 and a
copy of the Statement of Accounts. The Accountancy Manager gave a brief
introduction to the report and re-issued pages S4 and S6 of the Statement of
Accounts with minor corrections allowing for variants relating to the HIC and Sun
Pavilion (page S4, para. 7) and external lending figures (page S6 para. 16).
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Members thanked Officers for the hard work that had gone into preparing the final
accounts in time for consideration by the Panel and the Accountancy Manager then
invited questions from Members on the report and the Statement of Accounts.

With regard to the report, it was noted that the saving against the Original Estimate
was expressed as a % of the Gross Revenue Budget. Members felt that it would be
more meaningful to have this expressed as a % of the Net Revenue Budget in future.
The Accountancy Manager agreed that he would consider including the request for
the following year.

Members expressed their concern regarding the diminution of the HIC Conference
and Exhibition Reserve and the Director of the HIC explained that there were two
reasons that this had occurred. Firstly, the complex had failed to generate the level
of income predicted in the Revised Estimate due to the drop in number of delegates
attending events at the complex and secondly, the increase in expenditure required
to replace equipment in the refurbished Royal Hall. He also pointed out that in part,
the repayments of the Queens Suite had impacted on the reinvestment reserve.
With regard to the drop in delegate attendance at events, it was felt that this was a
consequence of the general downturn in the economy and was anticipated to be a
short term variant and not a long term trend. HIC would continue to support its
regular tenants that were currently experiencing difficulties in that when the situation
improved, it would be rewarded with their continued loyalty.

It was noted that there were several items listed in Other Spending requirements that
were in excess of £100,000 and the question was asked whether these should be
key decisions. The Head of Financial Management informed the Panel that as yet
there was no firm commitment to the items merely a provision and that after a
decision had been made, any items for executive decision in excess of £100,000
would be key decisions. It was also noted that the Contribution for Financial
Services Review accommodation costs could be less than the provisional £120,000
and that it would only go ahead as an ‘invest to save item’ with savings resulting over
several years.

With regard to the Working Balance and re-allocation of underspends, the Panel
expressed its concern about the consistent year on year underspends. The Head of
Financial Management explained that the Council had generated more income than
expected and that employee vacancies had also remained vacant for longer than
expected, hence the total amount of underspends. Members also expressed
concern about the process by which underspends were re-allocated by Cabinet for
Council priorities which did not permit the same level of scrutiny as items identified in
the usual Budget process.

In relation to the general presentation of the report, concern was expressed
regarding the presentation of the report and the summary of the Budget in that
Members felt that it was very difficult to understand. It was noted that the format was
familiar to Cabinet Members who had regularly reviewed the information but not so
for other Members. It was agreed that Appendices 1 and 2 should be amended to
reflect these comments in future reports to the Panel.

Numerous detailed questions on the Statement of Accounts then followed.
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Members commented on the £16.0m earmarked reserves balance and it was noted
that this could still be utilised as part of the General Reserve. In respect of the
‘reduced spending on Computer Investment’, the Head of Information Technology
and Development (ITD) explained that the underspends recorded in his Department
were predominantly as a result of project slippage, due partly to a lack of staff
resources in ITD and partly as a result of a lack of resources and progress in other
Departments and external organisations. A further, though much smaller proportion
of the underspend was explained by the fact that some investment was made in
assets of a higher value, which were depreciated over a number of years, and so the
full costs did not show in the actual expenditure from the computer reserve.

It was noted that Highways, Roads and Transport costs had increased over the year
and the Head of Planning Services explained this was largely due to concessionary
fare subsidisation and the rise in fuel costs. It was noted that discussions were
taking place regarding the Highways Agency agreement and on-street parking
income, with North Yorkshire County Council who were conscious of the impact
these factors had on the budget.

Other comments on the Statement of Accounts included a query as to the sources of
income from street cleansing and also the increase in costs for Community Safety
including CCTV. It was noted that Selby Local Strategic Partnership had been
omitted from the list of such partnerships on page S20. Under Employees’ Earnings
(page S21) Members queried the increase in the number of employees earning
between £50,000 - £109,999 from 12 in 2006/07 to 24 in 2007/08 and the
Accountancy Manager explained this was due in part to the change in the way that
this figure was calculated following changes to pension rules.

The Panel queried whether it would be beneficial to repay some of the outstanding
loans early and it was confirmed that even with current interest rate levels, early
repayment of loans was not financially viable and would only be considered if
interest levels reached 9.5%. Finally, Members questioned the £349,000 overdrawn
Collection Fund Revenue Account Balance and it was noted that the deficit would be
shared between the partner organisations.

RESOLVED (UNANIMOUSLY):

That (1) the report be received and the information contained within it on the
General Fund Accounts for 2007/08 be noted;

(2) the proposed uses of the 2007/08 underspend, subject to Cabinet
recommendation to Council be noted; and

(3) the statutory Statement of Accounts contained in Appendix 4 to the report
be recommended to the General Purposes Committee for approval.

(6.01 pm-7.13 pm)

10/08 - INTERNAL AUDIT ANNUAL REPORT 2007/08: The Audit Manager (HBC)
submitted a written report detailing the key findings and conclusions arising from
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work undertaken by the Council’s Internal Audit Section in 2007/08. It also provided
information on performance for the year.

On internal control, the Audit Manager concluded that the picture remained very
positive with all departments having been judged to be in the medium/high level of
assurance in terms of having sound arrangements in place to manage risks.

It was noted that little progress had been made during the year on three planned
audits in the Information Technology and Development (ITD) Department due to
changes in ITD arrangements and ITD planned actions having been delayed due to
other priorities. The audits were business continuity planning, network controls and
helpdesk management and had been included in the work plan for 2008/09.

The Audit Manager explained that based on evidence from all audit work completed
for 2007/08, no significant new issues had emerged which required inclusion in the
2007/08 Annual Governance Statement previously considered by the Panel. He also
reported that the Audit Section had achieved good results in terms of performance.

RESOLVED (UNANIMOUSLY):

That (1) the key findings and conclusions arising from the work of the Council’s
Internal Audit Section for 2007/08 be noted; and

(2) the performance of Internal Audit in 2007/08 be noted.
(713 pm-7.17 pm)

11/08 - INTERNAL AUDIT PLAN 2008/09: The Audit Manager (HBC) submitted a
written report detailing the work planned by the Internal Audit Section for 2008/09
and it was explained that the plan was based upon Audit Risk Assessment and
consultation with each of the Departments and the Corporate Management Team.

RESOLVED (UNANIMOUSLY):
That the Internal Audit Plan for 2008/09 be endorsed.
(7.17 pm-7.21 pm)

12/08 - AUDIT CHARTER: The Audit Manager (HBC) submitted a written report
detailing the latest version of the Council’s Audit Charter. The Audit Manager
explained that the Audit Charter set out the purpose, authority and principal
responsibilities of the Internal Audit function within the Council and reported that he
was satisfied with the relationship that the Audit Section had with other parts of the
Council. He referred to the principle of auditor independence and commented that
during the fifteen years he had been Audit Manager he had never encountered any
problems as regards conflicts of interest.

RESOLVED (UNANIMOUSLY):

That the Audit Charter be endorsed.



GOVERNANCE PANEL

(7.21 pm-7.23 pm)

13/08 - CONTRACT PROCEDURE RULES: The Audit Manager (HBC) submitted a
written report detailing draft revised Contract Procedure Rules. The major changes
to the rules were highlighted in paragraph 4.1 of the report and reflected changes in
legislation for contracts subject to the EU Procurement Regime, the use of
Framework Agreements and measures aimed at improving procurement efficiency
which would provide for improved value for money in the provision of services.

Questions were asked regarding the Single Tendering procedures. The Audit
Manager confirmed that the frequency of and justification for this process gave no
concern and the Panel received assurance that there was a named Officer
responsible for each individual contract.

RESOLVED (UNANIMOUSLY):

That the proposed new Contract Procedure Rules be recommended to the General
Purposes Committee for consideration.

(7.23 pm - 7.26 pm)

14/08 - ANNUAL EFFICIENCY STATEMENT - BACKWARD LOOK 2007/08: The
Scrutiny Officer submitted a written report on behalf of the Corporate Improvement
Officer (Governance) detailing the achievement of projections set down in the
Forward Look Statement. The statement had been produced as a statutory
requirement for submission to the Department of Communities and Local
Government. The Panel supported the efficiency savings associated with the use of
Paperworks in particular.

RESOLVED (UNANIMOUSLY):
That the report be noted.

(7.26 pm - 7.29 pm)



