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To the Chairman and Members of the Audit & Risk Committee

Notice is hereby given that a Meeting of the Audit & Risk Committee will be held at the Offices
of the Board on Wednesday, 1t May 2019 at 2pm at which your attendance is requested.

ThA/"

Chief Executive



10.
11.
12.

AGENDA

Apologies for absence.

Declarations of interest.

To receive and, if correct, sign the Minutes of the Audit & Risk Committee Meeting held
on the 17t October 2018 (pages 1 - 10)

CONFIDENTIAL - To receive and, if correct, sign the Confidential Minutes of the Audit &
Risk Committee Meeting held on the 17t October 2018 (pages 11 & 12)

Matters arising.

To review the Audit & Risk Committee’s Terms of Reference (pages 13 & 14)

A presentation from the Internal Auditor, Mr C Harris, and to receive the following:

Internal Audit Report 2018/19
(b) Audit Programme 2019/20

(a)

To review the following Board policies:

(@)
(b)
(c)
(d)
(e)
()]

(9)
(h)
(i)

Policy No. 01:
Policy No. 04:
Policy No. 08:
Policy No. 26:
Policy No. 30:
Policy No. 40:
Policy No. 41:
Policy No. 44:
Policy No. 45:

Risk Management Strategy
Procurement Policy

Relaxation of Board Byelaw No. 10
H&S Young Persons Safety at Work
Pension Discretion LPF 2014
Commercial Works

Public Sector Co-operation Agreement
Development Control Charges & Fees
Mobile Phones and Devices

(pages 15 - 24)
(pages 25 & 26)

(pages 27 - 50)
(pages 51 - 54)
(pages 55 - 60)
(pages 61 & 62)
(pages 63 - 67)
(page 68)

(page 69)
(pages 70 - 75)
(page 76)

To review the Period 11 Management Accounts (pages 77 - 83)

To receive the Risk Register (page 84)

To review the Board's Catalogue of Policies (page 85)

Any other business.



BLACK SLUICE INTERNAL DRAINAGE BOARD

MINUTES
of the proceedings of a meeting of the Audit & Risk Committee

held at the offices™ of the Board on
17 October 2018 at 2pm

Members

Chairman - * Clir M Brookes

* MrW Ash * MrV Barker
* Mr R Leggott * Mr N Scott
* ClIr B Russell
* Member Present
In attendance: Mr I Warsap (Chief Executive)

Mr D Withnall (Finance Manager)
Mr J Cooke (Insurance Advisor)

The Chairman welcomed Mr J Cooke to the meeting and thanked him for his attendance.

1330
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APOLOGIES FOR ABSENCE - Agenda ltem 1

There were no apologies.

DECLARATIONS OF INTEREST - Agenda ltem 2

There were no declarations of interest.

MINUTES OF THE LAST MEETING - Agenda ltem 3

Minutes of the last meeting held on 25t April 2018, copies of which had been
circulated, were considered and it was AGREED that they should be signed as a
true record.

Mr W Ash entered the meeting.

CONFIDENTIAL MINUTES OF THE LAST MEETING - Agenda ltem 4

It was agreed and thereby RESOLVED to exclude the public from the next part of
the meeting due to the confidential nature of the business to be transacted, in
accordance with section 2 of the Public Bodies (Admission to Meetings) Act 1960.

MATTERS ARISING - Agenda ltem 5

(a) WOLDMARSH CONTRACT - Minute 1265(c)

Mr V Barker made reference to the Woldmarsh contract mentioned on page
seventeen, stating that he is pleased with how efficient the Woldmarsh process
is.
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(b) BOARD’S RENTED PROPERTY - Minute 1269

Mr R Leggott made reference to the Board’s rented property. It was clarified that
the only time there would be an increase in risk would be a change in tenant, it
has previously been agreed that if this were to happen the property would
possibly be sold.

Mr N Scott felt that the Minutes were quite lengthy and suggested a more
summarised approach.

TO RECEIVE A REPORT ON INSURANCE ARRANGEMENTS - Agenda Item 6

The Chief Executive informed the Committee that this level of cover has already
been purchased and so this Agenda Item is for the Committee to assess whether
they feel the level of cover needs adjusting.

Mr J Cooke presented the report to the Committee and highlighted a feature that is
new this year; a Low Claims Rebate, explaining that where there is a good claims
experience this Rebate will be awarded. It was noted that it is similar to a ‘no claims
discount’. At current for Black Sluice IDB, all the property insurances are good, the
only thing that could alter it would be a late notified liability claim. This will be paid in
November 2018.

Mr J Cooke continued by explaining that the policies have to be adapted
accordingly for different organisations and their various risks and requirements so
that there are no ‘loop holes’. This process was carried out for Black Sluice IDB
three years ago, explaining that at the moment everything remains the same.

Mr J Cooke went through the insurance documents, giving the following information
and explanations:

Commercial Combined Insurance — Material Damage

The Commercial Combined Insurance covers for material damage to the Board'’s
buildings and constructions, highlighting the importance of keeping up to date with
the values of the property and machines in order to get a reasonable sum back in
the event of a claim. The sums insured on the buildings and contents of the
pumping stations have increased again this year by 5%. The Chairman clarified that
this is based on full reinstatement. The Finance Manager also clarified that the
revaluations were completed with the new pump regulations in mind and so the new
fish / eel friendly pumps have been allowed for. There is also a clause within the
policy that states if there are new regulations in place that require replacement with
something different then the altered replacement will be completed.

Mr R Leggott raised a query around the different theft covers - ‘Full Theft' and ‘Theft
involving Forcible & Violent Entry or Exit'. Mr J Cooke explained that the ‘Theft
involving Forcible & Violent Entry or Exit' aspect is actually covered within ‘Full
Theft’. With ‘Full Theft’, Black Sluice IDB is additionally covered if, for example,
something was stolen whilst the door was left open — with no forcible entry.

Commercial Combined Insurance — Business Interruption

Mr J Cooke highlighted that if a disaster were to happen to the Swineshead site or
Pumping Stations then the policy would pay for items known as ‘Increased Costs of
Working'. Therefore, if an alternative office was required, i.e. a porta cabin, then the
Increased Costs of Working would cover that.




Commercial Combined Insurance — Goods in Transit & Contractors Plant

With reference to stock, Mr J Cooke noted that it is also covered when it has left the
Depot and is in transit to other sites. Mr V Barker raised the query of whether this
covered machinery attachments out on site that are not physically attached to the
machine? Mr J Cooke explained that this would be covered under the Motor Policy
— whether the equipment is attached or detached. Mr J Cooke also noted the
Contractors Plant policy on page 32, which covers all Contractor's equipment and
any equipment hired by Black Sluice IDB.

Commercial Combined Insurance — Money
Mr J Cooke continued, focusing on the Money cover, explaining that this is
designed to cover physical cash rather than bank assets.

Commercial Combined Insurance — Fidelity Guarantee

The Fidelity Guarantee has been developed to cover both dishonesty of Employees
and Board members. Mr R Leggott made reference to an instance where at another
Drainage Board a cheque had been altered significantly — asking whether Black
Sluice IDB is covered for such instances? The Finance Manager felt that it would be
covered by the bank on the basis of lllegal Practice and Fraud.

Mr V Barker made reference to an instance where the accountant of an organisation
had altered cheques without the appropriate signatures. The bank did correct it, but
refused to give facilities to trade with and caused bankruptcy. Mr J Cooke
responded that if it was a third party alteration then it would come under a third
party Crime Policy that was deemed not necessary for Black Sluice IDB. If it was
altered by an Employee or Board Member, then it would be covered under the
Fidelity Guarantee policy.

Mr N Scott asked for the difference between the Fidelity cover under the
Commercial Combined Insurance as opposed to the Fidelity cover under
Professional Indemnity Insurance? Mr J Cooke explained that under the
Commercial Combined Insurance it is for losses of the IDB whereas under
Professional Indemnity it is more of a liability policy, covering financial losses of
third parties.

Commercial Combined Insurance — Employers Liability

Mr J Cooke continued with Employers liability, explaining that this policy is for injury
to Employees, noting that IDBs don’t seem to have claims as frequently as you see
in other business sectors. The basis of the wage roles has been increased to reflect
the IDB’s current situation and the Limit of Indemnity has also been increased from
the standard figure of £10,000,000 to £15,000,000.

Clir B Russell raised the point around Contractors and Sub-Contractors, clarifying
that Black Sluice IDB have a process in which Contractors are asked to provide
evidence of Employer’s Liability Insurance - asking if this policy is just to ‘sit-upon’
in case anything goes wrong as opposed to actually needing it?

Mr J Cooke explained that the main Contractors will be covered under the Public
Liability Policy. If temporary labour is brought in, then this will also be covered, it
being clarified that Black Sluice IDB hire temporary labour every year. Mr J Cooke
also added that if something were to happen then it would be likely that the
Contractors insurance would pay out, but if that wasn’t enough or they went
bankrupt then there is an indemnity for that within the policy.



Commercial Combined Insurance — Public & Products Liability

Mr J Cooke noted that the Public Liability figure was increased to £10,000,000 for
the SFFD works last year. He also highlighted the contamination and pollution cover
up to £1,000,000.

Group Personal Accident

The Group Personal Accident and Business Travel Policy has some cross over with
the Employers Liability Policy to a certain extent, however, it excludes any instances
that arise in an area where the Road Traffic Act (RTA) applies. The Group Personal
Accident and Business Travel Policy will cover that area.

Mr J Cooke also clarified that it will be paid to the IDB because the Policy is in the
IDB’s name. It is then up to the IDB what they decide to do with that money — i.e. it
may cover the cost of temporary labour to cover an Employee being off.

Further clarification was made around who the amount would be paid out to. If the
Employee is making the claim, then it would be made to the Employee under the
Employers Liability Policy. If it was the Employer making a claim under the Personal
Accident Policy, then it would be paid to the Employer, i.e. the IDB, to then decide
what to do with the funds.

Professional Indemnity Insurance
Mr J Cooke continued with the Professional Indemnity Insurance. Mr R Leggott
voiced his concern around the Pollution Exclusion under Endorsements. It was
identified that pollution and contamination is covered within the Public and Products
Liability, as previously mentioned.

It was further explained that this policy covers for advisory work rather than actually
creating the pollution. For example, providing advice on planning applications etc.

Clir B Russel noted that there is a move for Local Authorities to involve IDBs in
major planning developments. The Finance Manager stated that currently Black
Sluice IDB are consulted on planning. Further discussion took place around whether
the pollution arising from advice given aspect needed to be included, with the Chief
Executive stating that the IDB don't give advice directly but instead confirm
acceptance of the designer’s proposals.

Mr V Barker raised the point of Triton Knoll conferring with the IDB with regards to
their building work — clarifying that the IDB wouldn't be liable if it flooded? The Chief
Executive stated that we have not recommended that they build there, they have
brought a proposal and we have simply given them the factual information about it.

Mr N Scott raised the point of the Retroactive date (01.05.09) on the policy. Mr J
Cooke explained that any claim made from that date onwards would be recorded
within the policy that's in place at that time.

Board Members & Officers Liability Insurance

The Board Members and Officers Liability Insurance Policy protects Employees and
Officers of the IDB against any action against them as an individual. For instance, if
an Employee / Officer / Board Member was to commit a wrongful act then legal
defence fees would be covered by this policy. There is also some Employment
Practices Liability which is for if an Employee was to take action for compensation
against the IDB for unfair or constructive dismissal for example. There is also an
element of fraud cover within this policy.
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Engineering Inspection & Insurance

Mr J Cooke directed the Committee to the Engineering Inspection and Insurance,
explaining that the inspection side is to ensure legislation is complied with. Mr R
Leggott identified ‘Damage to Own Surrounding Property’ cover. It was clarified that
if somebody’s else’s property got damaged from an instance that occurred it would
be covered by the Public Liability Policy.

Commercial Legal Protection Cover

Mr J Cooke referred to the Commercial Legal Protection Cover, explaining that it
provides a variety of cover. He continued by explaining the difficulties with
administrating it, highlighting that there are more exclusions than inclusions, but for
the small cost of £112 it's there if required.

Motor Fleet Insurance

Mr J Cooke concluded with the Motor Insurance, confirming that it covers all the
IDBs vehicles, machinery, attachments etc. It also covers third party working risks.
This refers to when working on the roadside and the vehicle may be half on the road
and half off. Therefore, half in the Road Traffic Act area and half not and so falls
between the Motor Policy and Public Liability Policy. It has therefore been added as
an extension to the Motor Policy.

Mr J Cooke invited any questions.

The Chairman brought the Committee’s attention back to the Third Party Crime
Cover that had been mentioned previously, asking whether the Committee felt that it
is something that should be added?

Mr N Scott noted that it was deemed not necessary at the previous meeting on the
basis of looking at the risk to the IDB, which is most likely going to be cyber theft
from the bank as opposed to taking physical cash to the bank which rarely happens
now.

Further discussion took place around the matter, with it being noted that it is about
assessing the risks and whether sufficient preventative action can be taken in
house. The Finance Manager added that this policy would concern offences that are
reportable to the Police; in the ten years he has been at Black Sluice IDB he has
never had to report anything.

The Finance Manager also noted that he would hope that the Board would be
assured that the governance is in place and so actually the insurance is not
required.

Mr W Ash asked what the cost would likely be? Last year it was £600.

The Chairman concluded that after consideration the Committee were of the opinion
that a Third Party Full Crime Policy was not required as the risk to the IDB is not
that great.

Clir B Russell referred back to the ‘no claims discount’. Mr J Cooke responded that
they are currently looking into and putting further pressure on regarding this.

Mr R Leggott asked what the definition of ‘carried out during the period of insurance’
is? Mr J Cooke explained that it refers to which policy a claim is logged to. For
instance, somebody may injure themselves but the claim may not arise until six
months later. It would therefore be logged against the policy that was in place at the
time of the incident (six months previous).

5
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It was further clarified that the prices in the summary sheet includes Insurance
Premium Tax, with Mr J Cooke voicing that he expects that this will rise up towards
20%.

Mr N Scott asked Mr J Cooke to include brokerage rates within the report in the
future. He continued by asking if Credit Rating is considered? Mr J Cooke explained
that nothing below B+ is used and that he is given a panel of insurers he can and
can't use that is monitored continuously by a dedicated team.

Clir B Russell made reference to the syndicates, which it was clarified that they are
Lloyds and they are A rated.

Conversation reverted back to Credit Rating, the Chairman emphasising Mr N
Scott's point that the IDB may want to pay a little bit more for a better rating, it being
decided that Mr J Cooke will send through a Schedule of Credit Ratings so that the
Committee can look at this. It was also noted that the client would be notified if there
were concerns over the rating of an insurer. Mr W Ash questioned whether you
could move providers if an insurers rating dropped half way through a period of
insurance? It was clarified that, generally speaking, you wouldn't be able to ‘move’
as such but you would be able to purchase the insurance again.

The Chairman thanked Mr J Cooke for his time.

TO RECEIVE THE ANNUAL RETURN INCLUDING EXTERNAL AUDITORS
OPINION 2017/18 - Agenda ltem 7

The Finance Manager stated that this has already been presented to the Executive
Committee on the 12" September 2018. He apologised for his mistake, shown in
Figure Box One on page 50, which was transposed.

TO RECEIVE THE AUDIT PROGRAMME 2018/19 - Agenda ltem 8

The Finance Manager explained that this is the work Chris Harris, the Internal
Auditor, is planning to undertake over the twelve-month period, noting that he won't
attend the IDB now until the final quarter of the year.

TO REVIEW THE FOLLOWING BOARD'S POLICIES - Agenda Item 9

The Chief Executive explained that these are polices that have been identified for
review and any changes have been made in red.

(a) POLICY No. 27: CONTROL OF RAGWORT

The Chief Executive stated that there are no proposed changes to this policy —
so the only thing that will change will be the reviewed date.

The Committee RESOLVED to recommend that the Control of Ragwort Policy
(No. 27) be approved at the next board meeting.

(b) POLICY No. 28: LAND DRAINS DISCHARGING INTO BOARD MAINTAINED
WATERCOURSES

The Chief Executive presented this policy, again, stating that there are no
proposed changes to this policy.



The Committee RESOLVED to recommend that the Policy for Land Drains
Discharging into Board Maintained Watercourses (No. 28) be approved at the
next board meeting.

(c) POLICY No. 29: CONTROL OF RABBITS, RATS AND OTHER RODENTS

The Chief Executive explained that the only changes to this policy are a change
in position from the Operations Supervisor to Works Manager and an additional
sentence to the last paragraph.

Mr W Ash asked about the situation around badgers? The Chief Executive
responded that badgers are a protected species and so there are detailed
guidelines for working around badgers that must be followed. The Chief
Executive continued by explaining that the IDB has recently been reported to the
Police by a member of the public for working near badgers. The Police attended
the site and it was concluded that the IDB are abiding by the guidelines for
badgers.

It was also noted that records are kept in regards to where the badgers are
located and that the number of them is increasing. The Chief Executive
highlighted the problems they can cause such as machines being tipped over
when collapsing into badger setts. He also made reference to a new movement
from the Environment Agency regarding some of their raised main river banks
which entails enticing the badgers to relocate.

Mr N Scott clarified the two risks brought about by badgers — legislative and a
Health & Safety risk. It was further clarified that there is not a Black Sluice IDB
policy for badgers as the legislation around it is within the documents of Natural
England.

The Committee RESOLVED to recommend that the Policy for the Control of
Rabbits, Rats and Other Rodents (No. 29) be approved at the next board
meeting.

(d) POLCIY No. 31: PUBLICATION SCHEME

The Chief Executive presented the Publication Scheme, explaining that the only
change is to the website address’.

The Committee RESOLVED to recommend that the Publication Scheme (No.
31) be approved at the next board meeting.

(e) POLCIY No. 34: GIFTS AND HOSPITALITY

The Chief Executive explained that in a quick review of the Agenda with the
Chairman prior to the meeting it was identified that an additional sentence was
required. The updated document, with the additional sentence highlighted in red,
was distributed to the Committee. The amended paragraph was as below:

‘Employees and members should treat with extreme caution any offer of a gift in
excess of £25, favour or hospitality that is made to them personally. Any gift,
favour, tokens of goodwill or hospitality in excess of £25 will be brought to the
attention of the Chief Executive for further discussion and if approved registered
in the Gifts & Hospitality Register held by the Chief Executive.
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(®

The person or organisation making the offer may be doing or seeking to do
business with the

Board or may be applying to the Board for some decision to be taken in his
favour or someone with whom he is connected.’

The Chief Executive continued that the old Gifts & Hospitality Register has no
entries. Once this policy has been approved by the Board it will be issued to all
staff so that they are all aware of the procedure.

The information that will be documented in the new Gifts & Hospitality Register
is as follows; Registration Number, date, Officer's name, hospitality provider,
hospitality type, estimated value, approval — yes/no and the Chief Executive’s
signature.

Clir B Russell raised the critical point that the offer being made needs to be
recorded whether accepted or not. Discussion took place around suitable
wording to ensure this is incorporated. It was concluded that the beginning of the
additional sentence should read ‘Any offer of a gift...’. The phrase ‘if approved’
in the additional sentence should also be removed.

Mr R Leggott voiced his opinion that he would be happy for the £25 limit to be
removed. The Committee felt that £25 was an acceptable figure — it then allows
for items such as pens, calendars, diaries etc. without the need to record it.

Mr V Barker questioned whether trips, where attendees are entertained, such as
the Holland Trip in June 2018, should be recorded? The Finance Manager
responded that it is exempt in accordance with paragraph two — ‘attending such
functions or events as part of an official Board delegation’. However, it was also
noted that there are no geographical limits to the policy.

The Committee RESOLVED to recommend that the Gifts and Hospitality Policy
(No. 34) be approved at the next board meeting.

CONFIDENTIAL POLICY No. 13: EMERGENCY FLOOD RESPONSE PLAN

It was agreed and thereby RESOLVED to exclude the public from the next part
of the meeting due to the confidential nature of the business to be transacted, in
accordance with section 2 of the Public Bodies (Admission to Meetings) Act
1960.

TO RECEIVE & REVIEW A PROPOSED DEVELOPMENT CONTROL CHARGES
AND FEES POLICY - Agenda ltem 10

The Chief Executive presented the new proposed policy. He explained that the IDB
currently have development control charges and fees built into the byelaw
consenting process. The IDB are starting to be questioned by some developers on
how these figures are calculated and so it was felt a policy was required.

The Chief Executive continued by explaining that all of the information within this
policy is actually already implemented through the consenting process. Therefore,
there is no change being applied other than the information is now in a separate

policy.
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In the past, the IDB have followed the Water Management Alliance (WMA)
guidelines. The Chief Executive further explained that between producing the
document and this meeting, the WMA have reviewed their own guidelines. The
‘Current Rate of Application per Impermeable Hectare’ has been significantly
changed.

A table was presented on screen showing the increase over the past eleven years
in this rate. The rate originally proposed, as on the policy within the Agenda, is
£77,800 per impermeable hectare. The new WMA adopted rate after review is now
£117,131 per impermeable hectare which is a 51% increase. The Chief Executive
highlighted that the IDB does state that our rate is subject to review and change at
the Board’s discretion.

The Chief Executive asked the Committee whether in light of the new WMA Figure
of £117,131, who we usually follow, does the proposed figure of £77,800 need
reviewing? He additionally noted that he is unsure why we follow the WMA
guidelines, other than they probably spent more time working on developing their
Planning and Byelaw Policy than other IDBs.

The Chairman questioned the reason behind such a significant increase? The Chief
Executive explained that he has tried to find this out, and at current none of the
WMA Officers have this reason.

The Committee felt that until the reasoning behind the increase is found out, it
would be difficult to review the figure. It was felt that it should be left for the Board to
consider. The Chief Executive will try and find the answer for the increase for the
Board Meeting.

Mr N Scott questioned whether Black Sluice IDB want to use the rate as a dis-
incentive — would the IDB prefer other methods of catching water used, i.e.
soakaways? The Chief Executive responded that the IDB would prefer Greenfield
Runoff Rate (below 1.4 litres per second per hectare). Mr V Barker voiced his
concerns over methods such as SuDS when there is exceptional rainfall. The Chief
Executive stated that the designs are tested and inspected and so, in theory, they
shouldn’t cause problems.

The Committee RESOLVED to recommend that the new Development Control
Charges and Fees Policy (No. 44) be approved at the next Board Meeting following
review of the Rate of Application per Impermeable Hectare.

REVIEW OF THE ANNUAL ACCOUNTS - Agenda item 11

The Chairman reminded the Committee that they are looking at the structure and
format of the Annual Accounts rather than the figures.

The Chairman proposed that it is reviewed by this Committee every three years (in-
line with elections) as opposed to every year. The Finance Manager proposed that
the Management Accounts are reviewed three yearly also.

The Committee AGREED to review the format of the Annual Accounts and
Management Accounts every election year, every three years, as opposed to
annually.
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TO RECEIVE THE CATALOUGE OF BOARD PLOICIES WITH RECOMMENDED
APPROVAL DATES - Agenda ltem 12

The Chief Executive stated that in addition to the already programmed policies he is
going to bring two policies forward to the next Audit and Risk Meeting; Policy No. 41
Public Sector Cooperation Agreement (PSCA) and Policy No. 40 Commercial
Works Policy. This is because the Environment Agency are sending out their new
PSCA soon.

The Chief Executive also noted that there will be a new Policy (No.45) for Mobile
Phones and Devices that will be presented at the next meeting, which is being
issued to the Workforce next week.

The Committee AGREED that the Catalogue of Board Policies be adopted with the
above amendments.

TO REVIEW THE RISK REGISTER - Agenda ltem 13

The Chairman referred the Committee to any scores higher than four — the only one
being 1.1. The Finance Manager suggested that in light of the uncertainty around
the Black Sluice Pumping Station (Boston) it be left as it is until the next full strategy
review, by which time the Environment Agency’s Operations Plan will hopefully be
available.

The Committee AGREED that the Risk Register is to remain the same until the next
full strategy review.

ANY OTHER BUSINESS - Agenda ltem 14

(a) CALCULATING CONTRACT PRICES

Mr V Barker made reference to the way in which Contracts and prices are
calculated and drawn up in light of a recent situation. The Chief Executive
explained that this process is within Policy No. 40, Commercial Works, which is
currently under review to be presented at the next meeting of the Audit and Risk
Committee.

There being no further business the meeting closed at 16:06.
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BLACK SLUICE INTERNAL DRAINAGE BOARD

AUDIT & RISK COMMITTEE - 01 MAY 2019

AGENDA ITEM 06

AUDIT & RISK COMMITTEE - TERMS OF REFERENCE

1. GENERAL

The Black Sluice IDB shall have an Audit & Risk Committee.

The Committee shall have seven members who will be appointed by the Board.
The Membership shall include:

Two elected member from Northern Works Committee.

Two elected member from Southern Works Committee.

Two appointed Members
One additional Member

The Chairman shall be appointed by the Committee at the annual meeting.

2. MEETINGS OF THE COMMITTEE

The Committee shall meet at least once each year and a quorum shall be three
members. No one other than the Committee members shall be entitled to attend
Committee Meetings, but any other persons shall attend meetings if invited by the
Committee.

The external auditors may request a meeting if they consider that one is necessary.

3. POWERS OF THE COMMITTEE

The Committee is authorised:

e To investigate any activity within its responsibilities;

e Toseek any information that it requires from any Officer or employee of the Board
and all employees are directed to cooperate with any request made by the
Committee;

e To obtain outside legal or independent professional advice, and secure the

attendance of outsiders with relevant experience and expertise if it considers this
necessary.

13



4. RESPONSIBILITIES OF THE COMMITTEE

The responsibilities of the Committee shall be:

Financial Reporting

(a) Toreview, and challenge where necessary, the actions and judgements of Officers
in relation to the Boards financial statements and related formal statements.

(b) To review a financial report as part of the agenda for one meeting and then the
management accounts for the second meeting

(c) To consider other relevant topics, as proposed by the Board.

Internal Control and Risk Management

(d) To review the arrangements for the Boards employees to raise concerns, in
confidence, about possible wrong doings in financial reporting or other matters;

(e) To keep under review, the effectiveness of the Board’s internal controls and risk
management systems;

() To review and approve the statements to be included in the Annual Report
concerning internal controls and risk management.

Internal Audit

(g) To review Internal audit programme of works and ensure effective liaison with
external auditors.

(h) The Internal Auditor attends one meeting annually that the Committee discuss their
remit without the management present.

External Audit

()  To oversee the relationship with the external auditors;

() To review the findings of the audit including the management letter and
managements response to the auditor’s findings and recommendations.

Reporting

Minutes of meetings of the Committee shall be presented to the next meeting of the
Board.

The Committee shall review its terms of reference after every tri-annual AGM and its own
effectiveness and recommend any necessary changes to the Board.

14
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Executive Summary

tiaa

OVERALL ASSURANCE ASSESSMENT

OVERALL CONCLUSION

. SUBSTANTIAL ASSURANCE
REASONABLE ASSURANCE

. LIMITED ASSURANCE

Overall the Black Sluice Internal Drainage Board has good systems in
place and the governance, risk and control framework is working well.

® All matters arising from the previous internal audit report in 2017/18
have been satisfactorily resolved.

® The Procurement Policy needs to be revised to clarify situations
when less than three quotations are received or the lowest quote is
not accepted for goods and services that exceed £10,000.

SCOPE

ACTION POINTS

The audit review covered the following key areas as described in the Practitioners

Guide for Smaller Authorities:
¢« Governance;
¢ Risk Management;
e Accounting Records;
e Expenditure;
e Budget;

e |ncome;

e Petty Cash;
e Payroll;

e Assets;

e Bank;

e Accounting Systems.

0 0 1 0
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Management Action Plan - Priority 1, 2 and 3 Recommendations

Rec. Risk Area Finding

1 Directed Section 4.1 of the Procurement Policy is a
little vague in relation to accountability and
governance. The wording of the policy
should be updated to reflect that three
quotations should be obtained and the
lowest bona fide quotation should be
accepted and that, should less than three
quotations be obtained or other than the
lowest is to be accepted, then the matter
should be referred to the Board or to the
Chairman or Vice-Chair to authorise the

Recommendation Priority Management Implementation Responsible
Comments Timetable Officer
(dd/mmlyy) (Job Title)
Section 4.1 of the Procurement The Audit and Risk committee will 01/05/19 Finance
Policy be updated to clarify the review the amended Procurement Manager
procedure when either fewer than Policy on 01 May 2019.

three quotations are received or
other than the lowest quotation is to
be accepted.

purchase.
PRIORITY GRADINGS
Fundamental control issue on which Control issue on which action should Control issue on which action should be
- SRGENT action should be taken immediately. - IMPORTANT be taken at the earliest opportunity. ROUTINE taken.
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Operational Effectiveness Matters

t

Ref Risk Area Item

No Operational Effectiveness Matters were identified.

ADVISORY NOTE

Operational Effectiveness Matters need to be considered as part of management review of procedures.

18
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Detailed Finding_;s

Introduction

1. This review was carried out in March 2019 as part of the planned internal audit work for 2018/19. Based on the work carried out an overall assessment of the overall
adequacy of the arrangements to mitigate the key control risk areas is provided in the Executive Summary.

Background

2. The Black Sluice Internal Drainage board is an authority set up to control water levels and reduce the risk of flooding within the Board's area. It operates 34 pumping
stations and maintains 500 miles of watercourses within its area and has a policy of undertaking this work with regard to protecting and enhancing the environmental
features in these watercourses.

Materiality

3. The annual turnover for the Black Sluice Internal Drainage Board is some £2.4 million. Black Sluice Internal Drainage Board requires an annual internal audit in
accordance with Governance and Accountability for Smaller Authorities in England Practitioners Guide.

Key Findings & Action Points

4, The key control and operational practice findings that need to be addressed in order to strengthen the control environment are set out in the Management and
Operational Effectiveness Action Plans. Recommendations for improvements should be assessed for their full impact before they are implemented.

Scope and Limitations of the Review

5. The audit review covered the following key areas as described in the Practitioners Guide for Smaller Authorities:
» Governance; e Petty Cash;
e Risk Management; e Payroll;
e Accounting Records; e Assets;
e Expenditure; e Banks;
¢« Budget; e Accounting Systems.
e Income;
6. The definition of the type of review, the limitations and the responsibilities of management in regard to this review are set out in the Annual Internal Audit Plan.
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Disclaimer

7 The matters raised in this report are only those that came to the attention of the auditor during the course of the internal audit review and are not necessarily a
comprehensive statement of all the weaknesses that exist or all the improvements that might be made. This report has been prepared solely for management's use
and must not be recited or referred to in whole or in part to third parties without our prior written consent. No responsibility to any third party is accepted as the report
has not been prepared, and is not intended, for any other purpose. TIAA neither owes nor accepts any duty of care to any other party who may receive this report
and specifically disclaims any liability for loss, damage or expense of whatsoever nature, which is caused by their reliance on our report.

Risk Area Assurance Assessments
8. The definitions of the assurance assessments are:

| There is a robust system of internal controls operating effectively to ensure that risks are managed and process objectives achieved.

The system of internal controls is generally adequate and operating effectively but some improvements are required to ensure that risks are managed
and process objectives achieved.

The system of internal controls is generally inadequate or not operating effectively and significant improvements are required to ensure that risks are
Limited Assurance Ao :
managed and process objectives achieved.

No Assurance There is a fundamental breakdown or absence of core internal controls requiring immediate action.
Acknowledgement
g We would like to thank staff for their co-operation and assistance during the course of our work.

Release of Report

10. The table below sets out the history of this report.

Date draft report issued: 20" March 2019

Date management responses received: 20" March 2019

Date final report issued: 25t March 2019
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The following matters were identified in reviewing the Key Risk Control Objective:

Directed Risk: Failure to direct the process through approved policy & procedures.

Previous Internal audit outcomes 2017/18

11.1

The last internal audit was concluded on 15" February 2018 and the following recommendations made:

Recommendation 1: To comply with Financial Regulation 5.5, a report on the level of drainage rates collected be included on the agenda for each Board
meeting.

This is now occurring and a summary report on drainage rates goes initially to the Executive Team every month prior to the Board
Recommendation 2: A procedure for disposing of surplus equipment to staff be developed and included within Financial Regulations.

This has now been included within Financial Regulations at section 7.5.

Policy and Procedures

112

In the Procurement Policy, it was noted that Section 4.1 for items to be purchased with a value greater than £10,000 was a little vague in relation to
accountability and governance. The reference to ‘in most cases three quotations will be obtained or the proposed purchase will be approved by the Board’
could be open to interpretation and does not provide for which quotation may be accepted. For instance, three quotations could be obtained and the highest
one accepted which might not be what the Board Members would have expected or sanctioned in approving this policy and the original budgeted expenditure.

The wording of Section 4.1 of the Procurement Policy should be amended to reflect that three quotations should be obtained and the lowest bona fide
quotation should be accepted. Should less than three quotations be obtained or other than the lowest is to be accepted then the matter should be referred
to the Board or to the Chair or Vice-Chair to authorise the purchase.

Recommendation: 1 Section 4.1 of the Procurement Policy be updated to clarify the procedure when either fewer than three quotations
are received or other than the lowest quotation is to be accepted.

Board and Committees

11.4

The Boards agenda and minutes were reviewed for two consecutive meetings of the Board and found to be in order. These were found to be comprehensive
and clear with detailed minutes being taken. They represented a good example of what should be reported to the Board and their content demonstrated that
financial procedures were in order and that good governance was apparent.

The agendas and minutes of the Executive and Northern Works Committees were reviewed and found to be in order. These were found to be comprehensive
and clear with detailed minutes being taken. They represented a good example of what should be reported to a Committee and their content demonstrated
that financial procedures were in order and that good governance was apparent.

21



tiaa

Risk Management/Register

11.6
11.7

The Risk Management Strategy was last reviewed and approved by the Board at its meeting on 30t May 2018.

From the risk register, the risk of ‘Pumps Failing to Operate’ was selected to assess the effectiveness of the controls to mitigate the risk. It was confirmed
that an appropriate maintenance and repair programme was in place and pumps would be subject to a maintenance programme based upon type and use
of the pumps. In addition, should a pump fail when required, arrangements were in place with local farmers for them to use their tractors to drive the pumps.
The Board also had acquired a Unimog (a four-wheel drive all-purpose vehicle — a cross between a tractor and a small lorry) which amongst its other functions
was equipped to drive the pumps. The Unimog and its driver would test the functionality of this at the various pumps from time to time to make sure should

the need arise that they were knowledgeable of the procedure involved. All testing and the maintenance and repair programme was recorded for future
reference/programming.

Compliance Risk: Failure to comply with approved policy and procedure leads to potential losses.

Accounting System

11.8
11.9

"Opera" is the main accounting package for the |DB.

The accounting package is well established and works well for the Board providing management and Board members with up to date accounting information.

Accounts Payable

11.10 A sense check was carried out on all creditor payments from 4% April 2018 to 7" March 2019. All payments looked reasonable and the payments related to

11.11

the activities of a drainage board. Five creditor payments were selected for a more detailed review.

One of the creditor payments reviewed flowed from an order to Dredge 10,700 cubic metres of the Extended Forty Foot Drain Channel. This invoice was for
Demurrage costs due to a late completion of the project. The original award of contract was not to the lowest tenderer who had quoted on the basis of a
longer period on site. This also ties in with Recommendation 1 above to amend the Procurement Policy.

Purchase Order

11.12 The Purchase Order system was reviewed and it was confirmed that where appropriate to use the Purchase Order system, goods received had been

confirmed and invoices had been matched back to the purchase order.
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Budgeting

11.13 There is a good system of budgeting in place and, for 2018/19, it was noted that both income and expenditure were favourable to budget and this was likely
to give rise to a substantial underspend at year-end which would increase reserves. The reserves policy in Financial Regulations 10.1 (a) is "to continue to
reduce the Board's general reserves, with the target of 20% of annual expenditure.”

11.14 Management Accounts are produced every month which show the actual income/spend against the budget and the variance. It also shows the year-to-date
figures. The management accounts are reviewed by the Management Team monthly and by the Executive Committee and Board at each meeting.

Rating

11.15 The drainage rate and levies were reviewed and found to be in order. It was noted the low level of drainage rate income that remains uncollected had
increased slightly from 2017/18 which at less than 0.1% was always going to be challenging to maintain. For 2018/19 approximately 98.6% of drainage rates
had been collected.

Reserves and Future Forecasting

11.16 Estimated reserves for 2018/19 are in excess of £1 million. The policy is for reserves to be at around 20% of expenditure. A reserves policy has now been
included within Financial Regulations.

11.17 Future years' forecasting over a ten-year period is to reduce reserves year-on-year down to around 20% of expenditure by 2028/29. The unexpected surplus
which will arise in 2018/19 will require a revision to the 10 year forecast to achieve the planned outcome for reserves held in 2028/29.

Accounts Receivable

11.18 Miscellaneous accounts are issued as required to identify income due to the IDB. A collection procedure for this income is now identified within Financial
Regulations Section 5.

11.19 Debt collection procedures for the Drainage Rate is clearly defined and flows from the date the invoices are sent out (usually April) with court action being
instigated normally around September each year for non-payment. Outstanding drainage rates were slightly higher for 2018/19 than the previous year. Action
was being taken to progress two aged debtors, otherwise non-drainage rate debts were in order.

Write Offs
11.20 Write offs are presented to the Board and will inevitably be for drainage rates that cannot be collected.
Income

11.21 The majority of income is received via a bank transfer. Cash is normally retained and used as petty cash. Cheques are banked at the local Post Office as
and when received. The recording and banking of income was working well
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Petty Cash

11.22 Petty cash is maintained on a rolling basis with cash received added to the petty cash and cash payments made as required. The petty cash is reconciled
monthly and signed off by the Finance Manager.

11.23 The petty cash was checked and verified to be correct. Receipts are given for cash received and receipts obtained for cash given out. VAT is accounted for
as required.

Payroll

11.24 The payroll system is well established.

11.25 A sample of four employees was checked and it was confirmed that their pay data was in order.

11.26 Monthly payments are made in accordance with HMRC requirements. Receipts via the HMRC Gateway were confirmed.

Asset Register

11.27 The Asset Register is current and up-to-date. The register is comprehensive and includes all IDB assets e.g. Land, Buildings, Plant, Equipment and Pumping
Stations.

Bank Reconciliations

11.28 Bank reconciliations have been regularly undertaken. A check on recent reconciliations confirmed they were all in balance and reconciled.

Accounting Statements
11.29 Accounting Statements are undertaken and these reconcile to the cash book.

11.30 Data feeding into the Accounting Statements was confirmed to be correct.
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BLACK SLUICE INTERNAL DRAINAGE BOARD
AUDIT & RISK COMMITTEE - 01 MAY 2019

AGENDA ITEM 07(b)

INTERNAL DRAINAGE BOARDS - AUDIT PROGRAMME - 2019/20 AUDITS

1)
2)

3)

4)

Follow up of all and any recommendations from previous audit work.

For payroll this year | would like to validate that staff have been appropriately
appointed and are on the correct salaries. | would plan to select a random
sample of staff/operatives and review their HR records which should identify
appointment, salary, terms and conditions etc.

To continue the discussion on risk management to enable Boards to focus on
what are truly important risks for them to manage.

To verify (if time permits) the actual existence of a sample of assets held. | have
not done this yet and would like to select a sample of key assets and to
physically inspect them.

As with previous years | will need to undertake sufficient work around governance, risk
and controls to enable me to complete the AGAR. My audit for 2019/20 will therefore
include sufficient audit testing and review to enable the small authorities return to be
completed as detailed below.

Directed Risks

Governance

1)

2)
3)

Review Constitution, Standing Orders, Financial Regulations, Award of Contracts and
other procedures

Review Board agendas and minutes for the year

Review any Committee agendas and minutes for the year

Risk Management

1)
2)
3)
4)

5)

Review risk management policy and procedures

Review risk register

Review process and procedures for how risk is managed on a day by day basis
Review key objectives for the IDB and the risks associated with achieving these
objectives

Review the controls in place to mitigate these risks and see how effective they are

Operational Risks

Accounting Records

1)
2)

Review the accounting records for the IDB
Are these up to date and in balance

Expenditure

1)
2)

3)

Review accounts payable (creditors)

Test a sample of payments made to verify they have been correctly paid. Check if
possible the receipt of the goods. Check accuracy, procedures (purchase order
system) and approval process — was this in accordance with Financial Regulations.
Check treatment of VAT
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Budget

1) Review the budgetary arrangements.

2) Review the precept of rates

3) Review how the budget is monitored

4) Review reserves and the policy for these

Income

1) Review accounts receivable (debtors)

2) Review debt collection procedures

3) Review any write off arrangements

4) Review recording and banking of income

5) Test a sample of payments received to verify they have been correctly dealt with.
Check accuracy and procedures — was this in accordance with Financial Regulations

6) Check treatment of VAT

Petty Cash

1) Check the Petty Cash arrangements where held

2) Verify Petty cash is in balance, test a sample of transactions for relevance and
accuracy and that a valid receipt is present.

3) Check treatment of VAT

Payroll

1) Review the payroll system

2) Teat a sample of employees for accuracy of pay and treatment of variations including
Tax and NI

3) Verify PAYE and NI requirements have been met

Asset Register

1) Verify the asset register is complete and up to date.
2) Verify where possible the asset and investment exists

Bank

1) Verify and confirm bank reconciliations have been regularly undertaken.
2) Confirm end of year bank reconciliation

Accounting Statements

1) Verify accounting statements have been undertaken and reconciled to the cash book
2) Review and verify the audit trail of sums feeding into the accounting statements

In addition, my themes are:

1) To deep dive into staff to make sure they are paid in accordance with the approved
policies

2) To continue discussions into risk management

3) To physically identify a select sample of assets to verify their existence and condition.

| am also keen as always to pick up on any matter that lan or Daniel may want to be reviewed
or any matter arising from a Board member.

Chris Harris
Audit Director
TIAA Ltd
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Risk Management Strategy

1.1

1.2

1.3

1.4

Purpose, Aims and Objectives

The purpose of the Boards Risk Management Strategy is to effectively manage potential
opportunities and threats to the Board achieving its objectives. See attached Risk Management
Policy Statement, Appendix A.

The Boards Risk Management Strategy has the following aims and objectives;

Integration of Risk Management into the culture of the Board

Raising awareness of the need for Risk Management by all those connected with the
delivery of services (including partners)

Enabling the Board to anticipate and respond to changing social, environmental and
legislative conditions

Minimisation of injury, damage, loss and inconvenience to staff, members of the public,
service users, assets etc. arising from or connected with the delivery of the Board services
Introduction of a robust framework and procedures for identification, analysis,
assessment and management of risk, and the reporting and recording of events, based on
best practice

Minimisation of the cost of risk

To achieve these aims and objectives, the following strategy is proposed;

Establish clear accountabilities, roles and reporting lines for all employees

Acquire and develop the necessary skills and expertise

Provide for risk assessment in all decision making processes of the Board

Develop a resource allocation framework to allocate (target) resources for risk
management

Develop procedures and guidelines for use across the Board

Develop arrangements to measure performance of Risk Management activities against
the aims and objectives

To make all partners and service providers aware of the Boards’ expectations on risk,
both generally as set out in its Risk Management Policy and where necessary in particular
areas of the Boards’ operations.

The Black Sluice Internal Drainage Board has adopted the following definition of Risk:

‘Risk is the threat that an event or action will adversely affect the organisation’s ability to
achieve its objectives and to successfully execute its strategies’.
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2.1
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2.5

2.6

3.1

3.2

Accountabilities, Roles and Reporting Lines

A framework has been implemented that has addressed the following issues:

The different types of risk — Strategic and Operational
Where it should be managed

Roles and accountabilities for all staff.

The need to drive the policy throughout the Board
Prompt reporting of accidents, losses, changes etc.

In many cases, risk management follows existing service management arrangements.
Strategic risk is best managed by the Board.

The Board’s Chief Executive will be responsible for the Boards overall risk management
strategy, and will report directly to the Board.

The Board’s Chief Executive will be responsible for the Boards overall Health and Safety
policy and will report to the Board.

It is envisaged that the development of a risk management strategy will encourage ownership
of risk and will allow for easier monitoring and reporting on remedial actions / controls.

Skills and Expertise

Having established roles and responsibilities for risk management, the Board must ensure that
it has the skills and expertise necessary. It will achieve this by providing Risk Management
Training for Employees and Board Members, where appropriate providing awareness courses
that address the individual needs of both the manual workforce and office staff.

Training will focus on best practice in risk management, and awareness will also focus on
specific risks in areas such as the following:

Partnership working

Project management

Operation of Board vehicles and equipment
Manual labour tasks e.g. Health and Safety issues

Embedding Risk Management

Risk management is an important part of the service planning process. This will enable both
strategic and operational risk, as well as the accumulation of risks from a number of areas to
be properly considered. Over time the Board aims to be able to demonstrate that there is a fully
embedded process.

This strategy and the information contained within the appendices provides a framework to be

used by all levels of staff and Members in the implementation of risk management as an integral
part of good management.
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5.1

5.2

5.3

5.4

6.1

6.2

Risks and the Decision Making Process

Risk needs to be addressed at the point at which decisions are being taken.
Where Members and Officers are asked to make decisions they should be advised of the risks
associated with recommendations being made. The training described in the preceding section
will enable this to happen.

The Board will need to demonstrate that it took reasonable steps to consider the risks involved
in a decision.

There needs to be a balance struck between efficiency of the decision making process and the
need to address risk. Risk assessment is seen to be particularly valuable in options appraisal.
All significant decision reports to the Board (including new and amended policies and
strategies) should include an assessment of risk to demonstrate that risks (both threats and
opportunities) have been addressed.

This process does not guarantee that decisions will always be right but it will demonstrate that
the risks have been considered and the evidence will support this.

Supporting Innovation and Improvement

Managers have been made aware that there are a number of tools that can be used to help
identify potential risks:

Workshops.

Scenario planning.

Analysing past claims and other losses.
Analysing past corporate incidents/failures.
Health & safety inspections.

Induction training.

Performance Review & Development interviews.
Staff and customer feedback.

Having identified areas of potential risk, they must be analysed by:

° An assessment of impact.
. An assessment of likelihood.

This is to be done by recording the results using the risk matrix below:
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