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Council

AGENDA

GOVERNANCE AND AUDIT COMMITTEE

Wednesday, 19th September, 2007, at 10.30 Ask for: Andrew Tait
am
Medway Room, Sessions House, County Telephone
Hall, Maidstone
01622 694342
Tea/Coffee will be available 15 minutes before the start of the meeting

UNRESTRICTED ITEMS
(During these items the meeting is likely to be open to the public)

Substitutes
Minutes - 29 June 2007 (Pages 1 - 4)
Declarations of Interest in items on the agenda for this meeting

Dates of future meetings:

Already agreed dates To be agreed

Tuesday, 4 December 2007 Wednesday, 17 September 2008
Wednesday, 5 March 2008 Tuesday, 2 December 2008
Monday, 30 June 2008 Wednesday, 4 March 2009

Tuesday, 30 June 2009

Appointment of Head of Audit and Risk (Pages 5 - 10)

Future agenda planning - Focussing on the big issues (Pages 11 - 12)
Value for Money in Libraries (Pages 13 - 22)

Statement of Accounts 2006/07 (Pages 23 - 64)

Debt Recovery (Pages 65 - 68)

Arrangements for Audit and Risk from August 2007 (Pages 69 - 72)
Internal Audit Reporting (Pages 73 - 86)

Internal Audit Reporting - Irregularities (Pages 87 - 88)



13. Other items which the Chairman decides are urgent

EXEMPT ITEMS

(At the time of preparing the agenda there were no exempt items. During any such items
which may arise the meeting is likely NOT to be open to the public)

Peter Sass
Head of Democratic Services and Local Leadership
(01622) 694002

Tuesday, 11 September 2007
Please note that any background documents referred to in the accompanying papers

maybe inspected by arrangement with the officer responsible for preparing the relevant
report.



Agenda ltem 2

KENT COUNTY COUNCIL

GOVERNANCE AND AUDIT COMMITTEE

MINUTES of a meeting of the Governance and Audit Committee held at County Hall,
Maidstone on Wednesday, 29 June 2007.

PRESENT: Mr C G Findlay (Chairman), Mr R L H Long, TD (Vice-Chairman), Mr D L
Brazier, Mr A R Chell, Mr C J Law, Mr J F London, Mrs M E Newell, Mr W V Newman, Mr
R J Parry, Mr D Smyth, Mr M V Snelling and Mr R Tolputt.

OFFICERS: The Director of Finance, Mrs L McMullan, the Head of Audit and Risk, Mr A
Wood; the Head of Corporate Performance, Mrs S Garton; the Head of Financial
Services, Mr N Vickers; the Chief Accountant, Mrs C Head; and the Democratic Services
Officer, Mr A Tait.

ALSO IN ATTENDANCE: Mrs J Eilbeck and Mr M Stevenson of PricewaterhouseCoopers;
Mr D Wells, Mr S Mead and Ms K Shergill from the Audit Commission.

UNRESTRICTED ITEMS

14. Minutes — 7 March 2006
(Item 2)

(1)  With reference to Minute 2 (2) (b), the Head of Democratic Services informed the
Committee that there would be no report on CRB Checks for Members as the County
Council’s Code was voluntary and was in the remit of the Standards Committee.

(2) RESOLVED that subject to the presence of Mr M Stevenson from
PricewaterhouseCoopers being recorded instead of Mr Brown the Minutes of the
meeting held on 7 March 2007 are correctly recorded and that they be signed by
the Chairman.

15. Annual Audit and Inspection Letter
(ltem 3 — Report by Director of Business Solutions and Policy)

RESOLVED that the report be noted.

16. External Audit Plan and Fee
(ltem 4 — Report by Head of Audit and Risk)

RESOLVED that the Audit and Inspection Plan and Fee for 2007/08 be approved.

17. Ombudsman Complaints
(ltem 5 — Report by Chief Executive)

RESOLVED that the report be noted.

18. Ombudsman Report — Implications for the Authority
(ltem 6 — Report by Director of Business Solutions and Policy)

RESOLVED that the findings of the Local Government Ombudsman be noted
together with the County Council’s response.

4
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19.

(1)
(2)

3)

20.

21.

(2)

22.

23.

24,

29 June 2007

Draft Statement of Accounts 2006/07
(ltem 7 — Report by Director of Finance)

The ISA (UK&I) 260 Letter was tabled.

The Committee delayed approval of the Statement of Accounts until it had
considered the Internal Audit Annual Report and the review of the effectiveness of
the Internal Audit function (Minute 24).

RESOLVED that the Statement of Accounts for 2006/07 be approved subject to the
Chairman, Vice-Chairman, Labour and Liberal Democrat Group Spokesmen being
consulted on any changes which may be made to the Accounts following
completion of the external audit.

Treasury Management Annual Review
(ltem 8 — Report by Director of Finance)

RESOLVED that the report be noted.

Spending the Council’s Money
(ltem 9 — Report by Director of Finance)

The proposed amendments to the Constitution were tabled as Appendix 3.
RESOLVED that:-

(@) the replacement of the “Code of Practice on Tenders and Contracts” by
“Spending the Council’s Money” be agreed; and

(b)  the proposed changes to the relevant Appendix in the Constitution be
recommended to the meeting of the County Council in September 2007.

Strategic Risk Register and a Review of Risk Strategy
(ltem 10 — Report by Head of Audit and Risk)

RESOLVED that:-

(@) the current Strategic Risk Register be noted together with the impact that the
risks would have and the controls that are in place to mitigate the likelihood
of the risks occurring; and

(b)  the proposed amendments to the Risk Strategy set out in paragraph 9 of the
report be agreed and the consequent revised Risk Strategy set out in
Appendix 3 of the report be approved.

Governance of Partnerships
(ltem 11 — Report by Head of Audit and Risk)

RESOLVED that the report be noted.

Internal Audit Annual Report
(ltem 12 — Report by Head of Audit and Risk)

RESOLVED that the outcome of Internal Audit's work be noted, including the
outcome of the self-assessment of the effectiveness of the internal audit function.
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29 June 2007

25. Internal Audit Reporting
(ltem 13 — Report by Head of Audit and Risk)

RESOLVED that the report be noted.

26. Internal Audit Reporting - Irregularities
(ltem 14 — Report by Head of Audit and Risk)

RESOLVED that the report be noted.

07/c&g/auditcommittee/062907/Minutes
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Agenda ltem 5

Item 5
By: The Head of Audit & Risk
To: Governance and Audit Committee
19 September 2007
Subject: APPOINTMENT OF HEAD OF AUDIT AND RISK
Accountable Officer: The Head of Audit & Risk
Classification: Unrestricted
Summary: To provide an update to the Governance and Audit Committee

on the Head of Audit and Risk role, key contacts, other aspects
of the audit services contract and the next steps planned.

FOR INFORMATION

1. HEAD OF AUDIT AND RISK ROLE - BACKGROUND

The culture of Kent County Council is one of excellence, innovation and
development. Against that backdrop it is important to ensure that Members and
officers have assurance that business objectives are being achieved and that
associated risks are being managed or mitigated. Internal audit has a significant
role to play in providing that assurance in relation both to the risks themselves
and to the management controls in place.

A key role in the provision of audit is the Head of Audit and Risk. Over the past
four years, there have been five changes in appointment to the post of Head of
Audit and Risk. To help achieve some stability in this role and assist in the
continuous improvement of the finance function, KCC has developed an
innovative solution by bringing in PwC resources to perform the Head of Audit
and Risk role for the next 2 years. During this time PwC will work with the
Council in true partnership to provide the best audit service possible.

These arrangements will allow KCC and PwC jointly providing a responsive, risk-
based service that not only provides assurance on existing arrangements but
also continually strives to keep the Council at the forefront of local authority
provision, delivering the best possible services to residents, in the most efficient
and effective manner, making the best use of the Council’s available resources.

5.1
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2. KEY CONTACTS

Formally, Janet Dawson will be Head of Audit and Risk. Janet is a partner in
PwC with experience in internal and external audit in the public sector. She will
lead, on behalf of the Director of Finance, on issues relating to internal audit, risk,
insurance and VFM.

She will be supported by her colleague Sean Rooney, as well as by KCC staff.
Sean is a PwC senior manager who specialises in risk management and public
sector internal audit.

Both Janet and Sean are currently contactable through the Internal Audit team.
Full contact details including KCC extensions and email addresses will be
established and circulated shortly.

3. KEY RESPONSIBILITIES

The purpose of the role is to lead on the strategic approach to the management
of risk and internal audit and the promotion and maintenance of the highest
standards of internal control and governance. The Head of Audit and Risk will
also lead on the setting and delivery of the Value for Money programme on
behalf of the Value for Money Board. Key responsibilities will include;

= Advising and reporting to the Governance & Audit Committee and the
Director of Finance on key governance and internal audit issues facing the
Council

= Developing innovative approaches to the provision of an internal audit
service to the Council

» Providing the strategic direction to the achievement of objectives related to
strategic risk management and lead the Corporate Risk Management
Group

= Ensuring that proper arrangements are in place to provide an effective
best practice internal audit service to the Council

= Presenting the strategic audit plan and providing an annual assurance to
Governance & Audit Committee

» Ensuring effective communication with the Council’s external auditors to
secure co-ordination in the deployment of audit resource

5.2
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» Managing the overall relationship with senior management in service
directorates on strategic issues related to risk management, internal audit
and internal control issues

» Ensuring that appropriate arrangements are in place to protect the assets
and liabilities of the Council through external insurance or internal self-
funded arrangements

» Leading on the setting and delivery of the Value for Money programme on
behalf of the Value for Money Board

= Contributing to the overall management of Corporate Finance as a
member of Corporate Finance Management Team and the finance
function as a member of Finance Strategy Board.

Janet will be responsible for the elements set out above. Much of this role comprises
setting the strategic direction of the service, and will enable Janet to bring in her
experience, that of PwC and examples of best practice to the service. However, the
more operational elements of the role such as leading the planning, delivery and
resource management, reporting and relationship management at a senior levels
across the organisation will be undertaken by Sean.

4. OTHER ASPECTS OF THE CONTRACT

In addition to the Head of Audit and Risk role, we will also be supporting KCC in
the following audit and assurance activity;

= |T Audits - Provide up to 150 days of IT audit resource for the delivery of
a range of audits (including IT audit planning) that will provide the Council
with assurance that the IT environment is well controlled and effective.

» General audit assurance work - Provide up to 50 days of general audit
resource for the delivery of a wide range of audit assurance work which
the Council may require from time to time to assist in the delivery of the
annual audit plan.

= Specialist audit work - The provision of and/or training in specialist audit
work including the areas of Fraud Investigation, Forensic Accounting,
Value for Money and any other assurance services etc. These services
will be requested, scoped and costed as required.

Discussions about work to support the full audit of the Kent Pension Fund
accounts are taking place with the Audit Commission and will be included in
the internal audit plan as appropriate.

5.3
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5. BENEFITS OF THE CONTRACT

The contract for audit services and the Head of Audit and Risk role is structured
in an innovative way so as to bring a number of benefits to KCC, including
continuous improvement to the audit and risk function.

Our objective is to take forward the improvements already in train, thereby

providing some consistency of approach and some stability for the staff, whilst
looking for opportunities to develop them and the section quickly towards best
practice over the contract period.

Our initial meetings with the internal audit staff have already identified areas
where we are all keen to make improvements in working practices, for example:

Aligning risk and audit planning and reporting cycles better with a view to
greater integration in future;

Supporting the development of the Governance and Audit Committee; and
Opportunities for staff training and development.

Other key benefits include;

Our delivery team is structured to ensure full integration with your finance
function, to facilitate access to the right resources at the right time. We
will work together to identify the key risks and plan the most appropriate
audit approach.

Innovation — PwC have a track record of innovation in the internal audit
market place. We were the first of the firms to introduce automated
working papers and remote site working and we regularly use web based
questionnaires and computer interrogation techniques to broaden the
assurance that we can give. We are working with a number of our clients
on the next generation of reporting that uses broadcast technology rather
than paper to communicate effectively and quickly with the key users of
audit reports.

NEXT STEPS

We are currently planning a round of meetings across the Council with key
members, officers and officer groups to introduce ourselves, to develop our
understand the needs of the organisation from the risk management and audit
functions and to confirm the risk related audit areas of the audit plan for the six
months to 31 March 2008. Work will start in the coming months to plan the work
programmes for 2008/09 for risk management, audit and value for money and
ensure that those are reported before the start of the financial year.

5.4
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In conjunction with planning our approach over the next 24 months, we will be
giving consideration to the forward agenda for the Governance and Audit
Committee, appropriate issues and reporting timescales.

More immediately, we will be reviewing the requirements of the CIPFA Code of
Governance for 2007/08, mapping those against the current arrangements, and
identifying any actions required by the Council and by Internal Audit to ensure
compliance and appropriate reporting by 31 March 2008.

In conclusion, we are excited by the opportunity to develop this innovative
approach with you and we look forward to working with all of you in the future.

Janet Dawson

Head of Audit and Risk
Extension 4614

3 September 2007

5.5
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Agenda ltem 6

By: The Head of Audit & Risk Item 6

To: Governance and Audit Committee
19 September 2007

Subject: Future agenda planning — focusing on the big issues
Accountable Officer: The Head of Audit & Risk

Classification: Unrestricted

Summary: This report considers future agenda planning for the Governance

and Audit Committee, involvement of members in identifying
issues to be included and a means for doing so.

FOR INFORMATION

The agendas for the Governance and Audit Committee over the past 12 months
have focused on the development of the reporting processes and protocols for
audit and risk management, certain aspects of governance arrangements and
plans and outcomes from the audit of the financial statements. This has been
important work to ensure that arrangements are in place for managing risks and
that appropriate information on those risks, their associated controls and levels of
assurance within the Council is being recorded and can be reported.

There is now scope to move the agendas to focus more heavily on strategic
risks, the levels of assurance required and the provision of supportive challenge
to officers to promote continuous improvements in the governance and internal
control environment. There is also an opportunity to review the current reporting
formats, attendance at meetings and effective use of time.

Issues to consider include:

e Which strategic objectives do members consider to be most significant?

e How confident are members that risks associated with those objectives are
being managed effectively?

e Which other areas of risk interest or concern Committee members most?

e What assurances do members require and in what format, e.g. assurance
mapping, officer presentation, audit reporting, business unit self certification?

¢ What other sources of information (e.g. other Councils, other government
bodies, service specialists, private sector bodies) would be of interest?

e How effective do members consider the Committee to be in providing review
and challenge to the governance arrangements of the Council?

6.1
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Next steps

In order to make the agendas of greater interest, to promote engagement and
challenge, we are proposing to structure future agendas to include consideration
of the issues above. Members are asked to provide their views on the issues
raised to the Director of Finance or Head of Audit and Risk by the end of
October.

The outcome of the consultation process, proposed agenda topics and any
changes to reporting format will be discussed at the December meeting. Any
updates to the Committee Charter required as a result of this process will also be
reported to the December meeting.

Janet Dawson

Head of Audit and Risk
Extension 4614

3 September 2007

6.2
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Agenda ltem 7

Item 7
By: The Head of Audit & Risk
To: Governance & Audit Committee — 19" September
2007
Subject: Value for Money in Libraries
Classification: Unrestricted

Summary: This report provides Members with the outcomes of the Value for Money

Review of the Library Service

For Information

INTRODUCTION

1

An on-going programme of Value for Money (VM) reviews has been planned
and was shared with this Committee on the 7™ March 2007 as part of the
Council’s approach to managing VIM across the Authority.

The second is of those reviews is now complete and the outcomes of the
review are presented in this report.

APPROACH TO VALUE FOR MONEY REVIEWS

3

For each review, it is important that there is a degree of external challenge. To
date, this has been provided by PriceWaterhouseCoopers (PwC). PwC are able
to bring challenge not only to the costs and outcomes, but also comparison of
the particular service strategy to other Authorities and emerging best practice.

Having completed the first two VIM reviews, it is important to reflect on the
lessons learnt from the process, in order to improve the process for future
reviews. This will be carried out in the autumn and reported to this Committee
in December.

LIBRARIES VALUE FOR MONEY REVIEW

5

The overall objective of this review is to consider whether value for money is
being provided through the Libraries Service (excluding Archives) and to
make recommendations (if appropriate) where value for money can be
improved. The review is being conducted in three phases:

e Phase 1: High-level service context including library strategy review;
overall budget analysis; and comparisons to other local authorities;

e Phase 2: Review of premises costs. Transport cost and arrangements,
route planning for van deliveries for the circulation of new and existing
stock reservations and withdrawn items; and
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e Phase 3: Front of house process review to assess the opportunity to reduce
staff down time and increase stock issues.

Phase 1 is now complete, the outcome of which is detailed below.

6 The review, which was carried out by PriceWaterhouseCoopers (PwC), states
that "The Libraries Service is clearly demonstrating high performance in a
number of key areas.” Page 3 of the executive summary which is attached
gives nine examples to support this statement.

7 PwC acknowledges that “the service continues to identify and develop new
opportunities to improve value for money.”

8 In contrast to this, the key finding of the review is that "The Council has 104
static library branches (as at July 2007) dispersed throughout the County
which is the result of Elected Member policy and this policy has consequences
in terms of value for money: If providing a high quality service is not just
about meeting the PLSS targets, but about providing the right number of
libraries in the right locations, then it is suggested that this decision be
reconsidered in the context of value for money and to consider options that
might enable a further enhancement of the service through a revised portfolio
of libraries.”

9 The review also identified six findings which draw on the examples of
national best practice, which could lead to actions to help achieve better value
for money outcomes for the Libraries Service, library users and the residents
of Kent. Many of these national examples are being replicated in Kent
already, others are under consideration. In the main the phase 1 report has
identified very little that the service was not already aware of or has
considered for changes.

10 The six findings are shown on page 6 of the attached executive summary and
the Library service response to the recommendations is contained in Appendix
2.

11 A copy of the full report is available on request.

SUMMARY AND RECOMMENDATIONS

12.  Members are asked to note the key findings of Phase 1 of the VM review of
Libraries.

Andy Wood

Head of Financial Management
01622 694622
andy.wood@kent.gov.uk
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Appendix 2 - Management Response to PWCs Recommendations

Recommendation
1

IT expenditure is not offering value for money. This is an
historic issue related to the nature of the contract. The service
should continue to exploit technology developments at the
Council and through the South East Library Management
Systems (SELMS) particularly in light of the opportunities from
Better Stock Better Libraries;

Management
Response

The Service recognises this as an issue and is already actively
considering a range of options for the next ICT contract (due to
start April 2009) including the SELMS model.

Recommendation
2

The overall utilisation of workstations within libraries is
approximately 50%. This average utilisation is a reflection of
high utilisation in some libraries and low utilisation in others.
value for money could be better delivered by moving some of
the workstations from libraries with lower utilisation rates to
those with higher utilisation rates;

Management
Response

The service is unable to implement this at the moment, because
it would mean failing on one of the public service standards
(no.3). However, the standards are expected to change in the
near future and once there is certainty in this area, the Service
will be able to review current allocation of work stations.

Recommendation
3

Despite Kent increasing overall issues, AV issues and therefore
income for AV material is likely to reduce in the future as part
of a national trend and the service should build on the income
generation initiatives put into practice and consider the
implementation of innovative solutions

Management
Response

The service recently completed a study of income generation
which reviewed best practice in this area across the country and
across different sectors. This study was undertaken on behalf of
South East Region library authorities and was part funded by
MLA SE. The service is currently starting the process of
implementation of the recommendations from this report.
Findings from the study found that if we extend the loan period
and reduce hire charges for AV materials we can substantially
increase issues and income. As part of annual fees and charges
report to the Cabinet Member we will be looking to extend the
existing pilot schemes in Dartford, Dover and Tonbridge to the
rest of the county

Recommendation
4

The Library Service has introduced an instant library card and
one-off guest membership to promote social inclusion and
negate the immediate need for proof of identification in certain
circumstances. This will make it easier for people to join and
should be widely promoted to attract a wide range of new
members;
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Management This approach was welcomed and management feel that they
Response would like to explore taking this further in line with some of the
case studies offered by PWC to broaden access opportunities.

Recommendation | The Library Service should implement more efficient

5 procurement as is identified in the Stock services Review. It is
noted that the timescales will vary but implementation of many
substantial recommendations is not possible until 2009 due to IT
constraints prior to letting of a new contract;

Management The service is currently working hard to achieve this along with
Response other initiative such as online payments.

Recommendation | There is some information that indicates a backlog in building
6 maintenance. We have not been able to compare maintenance
spend with other library authorities or other local authority
services to determine if this is a result of deficiencies in the
overall budget or whether the service is not getting value for
money from the maintenance contracts that are procured.
Further research on maintenance spending and value for money
is needed as part of developing the asset management strategy.

Management The service is already developing and working on an asset
Response management strategy.

Number of Libraries issue

The current network of libraries in Kent is largely the one inherited by KCC at Local
Government re-organisation in 1974. This was a combination of the County Library
Service (which served largely rural communities) and a number of Borough Councils,
which had provided urban library facilities in their own areas. The resulting network
is inconsistent in its provision across the County and therefore not the one we would
have created had we developed a Countywide Library Service from scratch. While
welcoming the affection people in Kent have for their local libraries, we recognise
that short-term radical change of the library network would be very unpopular and
therefore politically unwise. Managers have put forward a series of proposals for
incremental change over the years since 1974, the latest of which has resulted in
member decision to close three very small and poorly used libraries during 2007.
Changing use of libraries, and changing habits of our customers, combined with the
development of much improved remote access to our services, have enabled us to
develop proposals for further reductions over the coming years. We have also been
piloting some different models of local service access by working in partnership with
other KCC Units, Parish Councils and schools. We will be putting forward
proposals for further phases of network rationalisation in the medium-term which, if
adopted by members, would move us nearer to the kind of library network which
would enable us to consistently provide the highest quality service within available
resources.
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Executive summary

Executive summary

Scope and approach
The overall objective is to consider whether value for money is being provided through the Libraries Service (excluding Archives) and to make

recommendations (if appropriate) where value for money can be improved.
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The review is being conducted in three phases. The first phase is the context, overall budget analysis and comparisons and library strategy. There is a need to
understand the context of the service provision and the way in which Kent provides its Libraries Services. The areas for wider consideration in phase 1 were:

The key changes in patterns of libraries usage;
The key value for money indicators e.g. cost per book issued, IT costs by usage;
The existing projects and programmes of work which look to provide value for money and how they will achieve these objectives.

Where the service is now
The Libraries Service is clearly demonstrating high performance in a number of key areas, for example:

The strategy is regularly reviewed by the service to ensure it reflects current priorities and customer needs. Outcomes from new initiatives such as the MLA ‘A
Blueprint for Excellence — Public Libraries 2008—2011" are considered as part of the development of the strategy;

Kent were one of only two councils to improve their score by two to achieve top ratings for culture (service assessment is primarily made up of library
indicators) in 2006;

Achieving high performance against the Public Library Service Standards amongst their family group in the majority of categories;

Overall issues for 2006/07 were up by 1.48% against the 2005/06 figure (this includes AV which is estimated to be falling nationally by a significant percentage
due to external factors such as the increase in the availability of alternative sources);

Book issues were up 3.4% for the same period. Trend analysis indicates that issues for the authority have been consistently rising for the past 18 months;

Opening hours review recently implemented an 11% increase in opening hours (with no additional costs) increasing customer satisfaction with the potential to
increase visits and issues;

Consistent theme of investigation and consideration into new options which would deliver efficiency savings, increase value for money and improve response
to customer needs, examples include the Access Services and Stock Services review;

Maintaining low comparative premises costs despite the number of libraries; and

nd
Spend on books and materials per head of population in 2005/06 was just below average at 22 out of 34 counties, a significant improvement on 2000/01

when spend was the lowest of all counties.
Page 3

Executive summary

It has been clear throughout the review that the service continues to identify and develop new opportunities to improve value for money. There are a number of
ongoing initiatives, projects and programmes underway all of which either have improved or will improve value for money

Our findings from the review indicate a number of areas where the Libraries Service faces challenges in continuing to achieve value for money. The key issues are:

Number of Libraries;

Employee costs (figures to be re-assessed once savings embedded from restructure);
Building maintenance;

Book issues;

Acquisition levels;
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IT expenditure; and
Customer satisfaction

Key findings and issues

Kent has a reasonably dispersed population across several main towns. The dispersed nature of the population is very different to many other County Councils. The
distance from a library does not accurately reflect accessibility for the individual as there are a number of other factors to be taken into consideration such as the
location of the library and the public transport network. The Council has 104 static library branches dispersed (as at July 2007) throughout the County which is the
result of elected member policy and this policy has consequences in terms of value for money, although an accurate comparison of value for money against services
with lower libraries per head or per hectare is very difficult. If providing a high quality service is not just about meeting the PLSS targets, but about providing the right
number of libraries in the right locations, then it is suggested that this decision be reconsidered in the context of value for money and to consider options that might
enable a further enhancement of the service through a revised portfolio of libraries.

Employee costs are driven by the number of libraries, staff and average salary. In Kent, the average salary is in line with comparator authorities but number of
employees per ‘000 population is above average. This is, in part due to the high number of libraries. In fact, the number of employees per library is below average but
due to the above average number of libraries overall staff levels are higher than the average.

These figures are based on the old structure as we do not have comparator costs for the new structure. It is noted that these will reduce once the structure is
embedded and the savings have been achieved through the restructuring. The proposed staff restructure may impact on performance; for example issues and
customer satisfaction levels as a result of the reduced staff capacity following implementation of the new structure. The new structure will also deliver savings and it is
early to say if the overall result will be greater or lower value for money.

Executive summary

The Library Service has acknowledged that whilst these figures and recent increase in total issues are encouraging and evidence of a change in the direction of
travel there is still some way to go to achieve the desired increase in service levels and even greater value for money for library users and the residents of Kent. The
historical levels of investment have meant that the service was starting from a position of under investment in the service but is now beginning to increase
performance and close the gap with other authorities.

IT expenditure is significantly above average in Kent and has grown at more than twice the average rate since 2000/01. The increase in expenditure is in part due to
the cost of extending the number of computerised libraries in 2004/05 and 2005/06 from 41 libraries to a total 87 libraries. These costs were built in to the existing IT
contract some years ago and will not be reduced until the next contract is implemented in 2009.

How the service can improve value for money — conclusions and recommendations

As part of the review of the service a number of recommendations have been identified, which have been developed from the key findings and issues and also draw
on the examples of national best practice to achieve better value for money outcomes for the Libraries Service, library users and the residents of Kent:

IT expenditure is not offering value for money. This is an historic issue related to the nature of the contract. The service should consider exploiting technology
developments at the Council and through the South East Library Management Systems (SELMS) particularly in light of the opportunities from Better Stock Better
Libraries;

The overall utilisation of workstations within libraries is approximately 50%. This average utilisation is a reflection of high utilisation in some libraries and low
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utilisation in others. value for money could be better delivered by moving some of the workstations from libraries with lower utilisation rates to those with higher
utilisation rates;

Despite Kent increasing overall issues, AV issues and therefore income for AV material is likely to reduce in the future as part of a national trend and the
service should build on the income generation initiatives put into practice and consider the implementation of innovative solutions;

The Library Service has introduced an instant library card and one-off guest membership to promote social inclusion and negate the immediate need for proof
of identification in certain circumstances. This will make it easier for people to join and should be widely promoted to attract a wide range of new members;

Implement more efficient procurement as identified in the Stock Services review e.g. online payments and electronic stock ordering. It is noted that the
timescales will vary but implementation of many substantial recommendations is not possible until 2009 due to IT constraints prior to letting of a new contract; and

There is some information that indicates a backlog in building maintenance. We have not been able to compare maintenance spend with other library
authorities or other local authority services to determine if this is a result of deficiencies in the overall budget or whether the available budget is not delivering value for
money from maintenance contracts that are procured. Further research on maintenance spending and value for money is needed as part of developing an asset
management strategy.

Executive summary

The County Council has the statutory requirement to provide a comprehensive and efficient library service and the DCMS has powers to intervene if this is not
happening. DCMS has written to local authorities to express concern about library closures and to seek information on proposals for the current financial year. It is
recommended that Members review the policy decision to operate a high number of libraries per ‘000 and also a high number per ‘000 hectares, in the context of the
need to improve value for money for library users and the residents of Kent. The number of libraries is the result of elected Member policy and this policy has
consequences in terms of value for money. An accurate comparison of value for money against services with lower libraries per head or per hectare is very difficult.
The Library Service has demonstrated evidence of improved performance from the CPA assessment, reducing costs through the staff restructure and is demonstrating
value for money through a number of new initiatives. Maintaining a large portfolio of static libraries does not necessarily mean that costs and therefore value for money
cannot be achieved, as indicated by the example of Devon who have a relatively high number of libraries delivered at relatively low cost. Our experience does indicate
that there is likely to be inherent inefficiencies within the service from maintaining such a large portfolio of libraries, 104 static libraries in Kent. These inefficiencies are
likely to relate to employee and premises costs, although any reduction in these costs whilst maintaining the same number of libraries is likely to have a significant
impact on performance.

Next steps

As identified in the terms of reference there is the potential for two reviews to address further elements of value for money, subject to agreement of scope and timeline
of these phases, particularly noting that the service is currently being restructured:

The high number of libraries per ‘000 population and also a high number per ‘000 hectares will have a direct impact on transport arrangements and route
planning for van deliveries for the circulation of new and existing stock, reservations and withdrawn items, and it's possible costs could be reduced in this area through
improved route planning and circulation of stock; and

There is an opportunity to conduct a front of house process review to assess the opportunity to reduce staff down time and increase stock issues and reduce
staff handling of the stock. This would need to take into account the differences in roles between librarians and customer service staff.

Our work has been undertaken in accordance with the terms and conditions agreed between ourselves and Kent County Council on February 2007. We do not accept any duty of care
or responsibility to any party other than Kent County Council. Any oral comments made in discussions relating to this report are not intended to have any greater significance than
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explanations of matters contained in the report. Any oral comments that we make do not constitute oral advice unless we confirm any such advice formally in writing.

In the event that, pursuant to a request which the Kent County Council has received under the Freedom of Information Act 2000, it is required to disclose any information contained in
this report, it will notify PwC promptly and consult with PwC prior to disclosing such report. Kent County Council agrees to pay due regard to any representations which PwC may make in
connection with such disclosure and Kent County Council shall apply any relevant exemptions which may exist under the Act to such report. If, following consultation with PwC, Kent
County Council discloses this report or any part thereof, it shall ensure that any disclaimer which PwC has included or may subsequently wish to include in the information is reproduced
in full in any copies disclosed.

©2007 PricewaterhouseCoopers LLP. All rights reserved. PricewaterhouseCoopers refers to the United Kingdom firm of PricewaterhouseCoopers LLP (a limited liability partnership) and
other member firms of PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.
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Agenda ltem 8

ltem No 8
By: The Director of Finance
To: Governance and Audit Committee — 19 September 2007
Subject: 2006/07 Report to those charged with governance (ISA 260)
Classification: Unrestricted

Summary: This report asks Members to note the final ISA 260 for the 2006-07
accounts.

FOR DECISION

1. INTRODUCTION

1.1 The draft ISA 260 was discussed at the Governance and Audit Committee
in June. A final ISA 260 was issued and discussed with the Chairman of
Governance and Audit prior to the Statement of Accounts being signed.
The accounts were signed on the 24" July.

2. ISA 260 - CONTENTS

2.1 The final ISA 260 contains a number of accounting matters that were not
previously identified in the report that went to the June meeting.

2.2 It also contains a summary of recommendations and management

responses in Appendix D. The management responses will be taken
forward and implemented by the target dates where stated.

3. RECOMMENDATION

3.1 Members are asked to:
Note the final ISA 260.

Cath Head Lynda McMullan
Chief Accountant Director of Finance
Ext: 1135 Ext: 4550
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Agenda ltem 9

By: Director of Finance Item 9

To: Governance & Audit Committee — 19 September 2007
Subject: DEBT RECOVERY

File Ref:

Summary: To report on the Council’s debt recovery position.

FOR INFORMATION

INTRODUCTION

1. The purpose of this report is to provide Audit and Governance
Committee with a summary of the Council’s outstanding debt position
i.e. amounts owed to the Council related to the provision of our
services.

2. The report will be issued on a 6 monthly basis and will provide a
comparison of the current outstanding debtor levels with that of the
previous year.

DEBT MANAGEMENT POLICY

3. A council wide debt management policy was introduced in April 2004
and was agreed by the Chief Officers Group (COG). The policy was
revised in November 2006. The objective of the policy is to set best
practice with consistent and effective processes for the maximisation of
income and the management of the Council’s debtors.

4. Given the nature of their debt, Adult Services have their own debt
management policy for care related debt, which is currently under
review.

MANAGEMENT SUMMARY

5. The overall outstanding debtor position as at 31 July 2007 is
£28,176,650.

Throughout this report Chief Executive (CED) will include the old
Corporate debt, CFE will include the old Education debt, Adult Services
(AS) will include the old Social Services debt and E&R will include the
old Strategic Planning debt. We are unable to retrospectively amend
our financial system to reflect the new directorate structure. Please
also note that the debt reporting is calculated from the invoice due date
and not the invoice date.
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The following table is an analysis of the summary position for 31 July
2007 in comparison to 31 July 2006. The figures are inclusive of
secured debt.

Directorate Total Debt Total Debt % Under Under % Over 6 Over 6 %
31/07/07 31/07/06 Change 60 Days 60 Days Change Months Months Change
31/07/07 31/07/06 31/07/07 31/07/06
CED 5,891,398 3,902,164 +51 5,779,102 3,761,664 +53 24,437 101,438 -75
CFE 2,309,578 4,544,659 -49 1,660,350 3,107,563 -46 386,219 389,171 -1
AS 16,215,729 18,091,045 -10 7,418,074 7,188,434 +3 6,384,573 7,011,432 -9
E&R 2,805,775 5,905,571 -52 1,679,543 3,584,004 -53 584,721 1,215,018 -52
Communities 954,170 513,282 +86 855,711 508,934 +68 7,734 0 -
Total 28,176,650 32,956,721 -15 17,392,780 18,150,599 -4 7,387,684 8,717,059 -15

Note — In the last year the total debt and the debt levels over 6 months
of age have both reduced by 15%

SECURED DEBT

6. Legislation permits the Council to secure debts by obtaining a legal
charge against an individual's property, having a legal charge in place
does protect the Council’s position. However, in the majority of cases it
is some considerable time before the legal charge is redeemed and the
outstanding debt is repaid. This usually occurs after a service user is
deceased.

7. The table below details our secured debt position as at 31 July 2007 in
comparison to 31 July 2006.

Period Secured Period Secured
Amount Amount
31/07/07 3,322,727 | 31/07/06 3,171,239

This means that 11.79% of the Council’s overall debt at 31 July 2007,
is secured.

DEBT RECOVERY PERFORMANCE INDICATORS

8. There are two corporate performance indicators that the Debt
Recovery team aims to achieve. The performance indicators are
based on a percentage of the total outstanding debt rather than on the
value of the outstanding debt. This provides a more meaningful
indication of how effective debt recovery action, by the team, is.

e Total outstanding debt less than 60 days old — target 60% or
more.
e Total outstanding debt over 6 months old — target 20% or less.

The percentage excludes secured debt.

9. The performance outcomes for 31 July 2007 in comparison to 31 July
2006 are as follows.
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Period Under 60 Days Old Over 6 Months Old

31/07/06 70% 20%

31/07/07 61% 21%

This means that on 31 July 2007 both targets were achieved.
IMPROVEMENTS

10.The Debt Recovery team strives for continuous improvement and
seeks best practice. Listed below are some of the areas in which
improvements have been made throughout the County during the last
18 months.

(1) On-line access to Land Registry direct — this facility provides a
valuable resource to enable title deeds of properties to be verified.
This has speeded up the process where debts can be secured by a
legal charge.

(2) Recovery of debts through the County Court — since November
2006 the Debt Recovery team have pursued debtors through the
small claims court. This facility reduces costs, by not having to
engage the services of our in-house legal department, and speeds
up the recovery process.

(3) Automatic write-back — forms part of the Council’s revised debt
management policy and allows the Debt Recovery team to
automatically write-back a debt to its originating budget code, where
the directorate has failed to resolve. CIPFA benchmarking
indicates that other counties are adopting this approach.

(4) Instalment plans — a more realistic approach to instalments has
been adopted. Entering into an instalment arrangement for small
sums and long periods is not cost effective.

(5) Regular debt meetings — Debt Recovery undertakes regular six-
weekly meetings with directorate colleagues. The meetings have
had a positive outcome on progressing old, high value debt issues.

(6) External agency — the Debt Recovery team uses a debt collection
agency for the issue of a set of predefined letters. The Debt
Recovery team carefully selects cases for referral, using experience
to judge cases that are likely to produce good results. The Debt
Recovery team also instigates, on-line person searches and tracing
agents to locate the whereabouts of debtors who have absconded.

(7) Exchequer newsletter — quarterly newsletters are issued to Finance
and some directorate colleagues. The purpose of the newsletter is
to communicate information about the services of Exchequer. Debt
Recovery has used this newsletter to address the slow resolution of
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disputes and queries raised by debtors and has communicated the
importance of accurate debtor information.

RECOMMENDATION
11.Members are asked to note this report.

Terri-anne McPherson
Principal Debt Recovery Officer
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Agenda Item 10

Item 10
By: The Head of Audit & Risk
To: Governance and Audit Committee
19 September 2007
Subject: ARRANGEMENTS FOR AUDIT AND RISK FROM 1
AUGUST 2007
Accountable Officer: The Head of Audit & Risk
Classification: Unrestricted
Summary: This report provides information on the progress of developing

the second half of the 2007/08 audit plan and a proposed audit
plan for the second half of the 2007/08 year.

FOR INFORMATION

In December 2006 the Head of Audit and Risk reported on a revised approach to
audit planning and risk management in KCC. A new approach was necessary
because:-

e An analysis of the assurance levels given to audits over the past 3 years
shows that there are a higher percentage of minimal or limited assurances
being given now compared to previous years. In 2003/04, the percentage
was 29%. In 2005/06, the figure rose to 46%.

e There is a collective desire both within Internal Audit and service
directorates to further improve the ‘added value’ that Internal Audit
provides in the service directorates.

e There is a need to further integrate the risk management process into our
business planning process.

Progress to date

The new approach focuses on the risk to the Council of not meeting its business
objectives and requires Internal Audit to ‘map’ all of the business objectives, risks
and controls of every business plan. 10 Risk Management workshops were held
which were attended by over 150 officers who have an interest in the subject.
Further workshops are being held during September and October, including one
for Members. Following these workshops Internal Audit staff have met with
service managers and staff to help to facilitate the mapping of their objectives,
risks and controls. This has been done by using a template and a risk matrix in

10.1
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order to score the risks. In a lot of cases business managers had undertaken
this task themselves. At the time of writing there were outstanding completed
templates expected from managers. However, it is a time consuming task and
these are expected in the next few weeks.

To give Members an idea of the scale of this task and the valuable input of
service managers and staff we have listed below details of the progress to date:-

Internal Audit staff have met with over 100 service managers and staff
Over 200 business objectives have been mapped

Over 450 risks have been mapped

Over 800 controls mapped

We estimate that the above number (excluding meetings with staff) will double
when all of the completed templates have been received. Once we have
received the information, the next task will be to carry out a moderation process
on the data which will involve some further discussions with the directorates.

We are therefore, still in the process of developing the second half of the 2007/08
plan. However, all of the objectives, risks and controls that have been captured
with also form the basis for the 2008/09 audit plan and future plans.

Next Stage

Internal Audit’s next task has been to input all of the objectives, risks and controls
into “Team Risk’ which is an audit software tool designed to facilitate the
development of an audit plan. Once all of the above have been input we will be
able to categorise the auditable areas based on the inherent risks identified from
the mapping process.

We will also be identifying the means by which we can capture other key
information, for example new projects/developments, integrating information from
risk registers, as well as ensuring that the information is kept current and up to
date.

Benefits

One of the objectives of developing a new risk based approach to the audit plan
was to get risk management embedded within the Authority. The risk
management workshops and the meetings Internal Audit staff have had with

service managers have considerably raised awareness amongst staff. The
majority of the managers that we have met with have stated that both processes

10.2
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have been very useful and have helped them to understand risks and controls
and their contribution to ensuring that their objectives are met.

Another benefit of our meetings with managers has been the number of requests
that Internal Audit staff have received to liaise with service. This will help Internal
Audit to gain greater understanding of the directorates and to be aware of any
new systems, procedures and projects that are being proposed where we can
advise on controls.

Conclusions

A lot of progress has been made in identifying and mapping all of the Authority’s
business objectives, risks and controls. This process will continue to enable the
second half of the 2007/08 plan to be developed and all future plans.

Directorates have been very supportive of the process and have also benefited
from the risk management workshops and the ‘mapping’ exercises.

Internal Audit will have a database of all of the Authority’s objectives, risks and
controls from which we can build our audit plans and provide assurance on how
risks are being managed. This will be the starting point for the audit plan for
2008/09.

Finally, we’'d like to thank all of the staff who took the time to meet with us, who
mapped their objectives, risks and controls and contributed to this process. We
appreciate that this took a lot of time and commitment on their part. Without their
input we would not have been able to achieve this exercise.

Internal Audit Half Year Plan October 2007 to March 2008

The Internal Audit half year plan from April to September, together with the
planned chargeable days of 2,775 for 2007/08 was reported to the March 2007
Governance and Audit Committee. To date approximately 750 days of the
2007/08 plan has been delivered.

Part of the proposed six month plan from October 2007 to March 2008 will
comprise audits to provide assurance on key financial systems, corporate
governance and where there have been specific requests from directorates. We
will be covering the following areas which will take approximately 430 days.

Schools’ Payroll

Overtime Payments

Asylum Seekers’ Cash Handling

Revenue Budget Monitoring (E&R)

Purchase Cards

Compliance with the Standing Orders and Scheme of Delegation

10.3
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Contract Audit
Pensions/Investments
Governance of Partnerships
ICT audits.

The remainder of the plan (approximately 700 days) will be developed from
mapping the objectives, risks and controls from directorates’ business objectives
and identifying where reliance is being placed on controls to manage high
scoring risks. We expect to have completed this exercise by the end of
September, with a view to confirming audit areas with directorates and agreeing
terms of reference in October.

The remainder of the budget includes:-

Advice & Information 450 days
Fraud & Irregularity work | 120 days
Contingency 300 days

The audit plan for the 6 months to 31 March 2008 will be drafted and ready for
approval by the end of October.

Recommendation

To avoid delaying the delivery of the audits planned until after the next
Committee meeting in December, members are asked to delegate approval of
the six month audit plan to 31 March 2008 to the Director of Finance, in
consultation with the Chair of the Committee and opposition members. The plan
will then be reported retrospectively to the December meeting.

Janet Dawson

Head of Audit and Risk
Extension 4614

3 September 2007

10. 4
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By:

To:

Subject:
Accountable Officer:

Classification:

Agenda ltem 11

Item No: 11
The Head of Audit & Risk

Governance and Audit Committee
19 September 2007

INTERNAL AUDIT REPORTING
The Head of Audit & Risk

Unrestricted

Summary: This

report summarises the outcomes of Internal Audit activity,

providing assurance as to the operation of control within the Council.

FOR INFORMATION

Introduction

1. This report contains the outcome of Internal Audit's work completed during June,

and July 2007.

Assurances are provided in accordance with the definitions of

Internal Audit assurance levels shown in Annex A.

2. The format of this report, which was agreed at a previous meeting, is as follows:

Annex B Audits completed to date. Audits appearing for the first time are shown
in bold. Nine audits were completed in this period, which are listed in the table

below:

Directorate | Audit Title Assurance

AW Follow up to the Procurement of Limited
Consumables

AW Medium Term Planning High

AW Risk Management High

AW Virus Protection Substantial

AW Corporate Governance Substantial

CED Year end Accounting Processes Substantial

CF&E Sharing of Information on Children Substantial

CF&E Reimbursement of Schools Maternity Pay Substantial

CSD Community Safety Revenue Budget Substantial
Management

1.1
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Annex C Summary information, with the directorates’ response for all follow up
audits where control was previously assessed as ‘unsatisfactory/minimal’

Annex D Brief details of audit work completed in the period.

Annex E Summary of directorates’ progress with the implementation of internal
audit recommendations.

Members can see from Annex E that of the 36 recommendations due to be in
place, 31 have been actioned and five remain outstanding. Three of the
outstanding recommendations are due to be completed by the end of September
2007.

3. Members should note that the audit assurance expressed is at the time of issue of
the audit report but before full implementation of the agreed management action
plan. Directorates’ progress with the implementation of recommendations is
followed up and reported at Annex D, after the date by which it has been agreed
that action will be undertaken. Where a ‘minimal’ assurance has been given, there
will be further re-evaluation in a six-monthly review.

4. Furthermore, each audit does not carry equal weight when forming the overall
assurance on the operation of control within the Authority. Whilst the key systems
will have a major impact, other systems, for example establishment audits,
become more significant when the outcomes of a number of similar audits have
been obtained. In this instance, the key indicator is the trend in audit assurances
within a directorate and across the Authority.

Irregularities
5. Since the end of May seven cases of suspected irregularity have been reported,

each involving either KCC finances or business processes. Details of completed
irregularity investigations are given in my separate report at agenda item x.

1.2
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Performance of Internal Audit

6. At the Audit Committee meeting on 3 March 2004, Members agreed to receive
regular reports on Internal Audit’'s performance against a range of indicators. For

those measures where information is available, performance is shown below:

trainees)

Performance Indicator Target Actual
(Apr — July)
Productivity and Efficiency
e % of available time spent on direct audit work 80% 75%
e % of draft reports completed within 10 days of 89% 80%
finishing fieldwork
e Preparation of annual plan By March Reported 7.3.07
e Periodic reports on progress G&A Cttee Reported:
meetings 30.06.06
20 09.06
05.12.06
e Preparation of annual report Prior to annual Reported 29.06.07
assurance
statement
Quality of Service
e Average Client satisfaction score 70% 93%
Staff Management
o Staff with professional qualifications (including 60% 74%

Recommendation

7. Members are asked to note the outcome of Internal Audit's work.

Janet Dawson

Head of Audit & Risk
Ext: 4614

3 September 2007

1.3
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Annex A

Definitions of Internal Audit Assurance Levels

Assurance | Summary description Detailed definition
Level

High Strong controls in place | The system/area under review is not exposed to
and complied with. foreseeable risk, as key controls exist and are

applied consistently and effectively.

Substantial | Controls in place but | There is some limited exposure to risk of error,
improvements loss, fraud, impropriety or damage to reputation,
beneficial. which can be mitigated by achievable measures.

Key or compensating controls exist but there may
be some inconsistency in application.

Limited Improvements in | The area/system is exposed to risks that could lead
controls or the | to failure to achieve the objectives of the
application of controls | area/system under review e.g., error, loss,
required. fraud/impropriety or damage to reputation.

This is because, key controls exist but they are not
applied, or there is significant evidence that they
are not applied consistently and effectively.

Minimal Urgent improvements | The authority and/or service is exposed to a

in controls or the
application of controls
required.

significant risk that could lead to failure to achieve
key authority/service objectives, major loss/error,
fraud/impropriety or damage to reputation.

This is because key controls do not exist with the
absence of at least one critical control, or there is
evidence that there is significant non-compliance
with key controls.

11.4
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Audit Programme and Coverage by Directorate June and July 2007

Annex B

Brought forward
from 2006/7 Plan

June 07

Trading Companies

June 07

BS57799

June 07

Telephone PBX

June 07
o

Follow up ICT
Disaster Recovery

ANEAYRYAN

|| I|r

Q‘Se 07
o p

~
~J

Follow up to the
Procurement of
Consumables

\

-

Sep 07

Medium Term
Planning

Sep 07

Risk Management

Sep 07

2007/08 Plan

\Virus Protection

Sep 07

Corporate

Governance

Brought forward
from 2006/07 Plan




June 07

VAT provision of
asylum seekers
services

S

Audit Programme and Coverage by Directorate June and July 2007

S

Annex B

June 07

Physical Security &
Environmental
Controls

June 07

VAT payments to
lproviders of Care
(Adult Social
Services)

June 07

Technical
lAdministration of the
Oracle Financial, HR
& Payroll System

June 07

Commercial
Services CODA

fune 07

<10}

Commercial
Services Insurance
Funds

éep 07

2007/08 Plan

'Year end
I/Accounting
Processes

Brought forward
from 2006/07 Plan

June 07

Foster & Adoption
Payments

June 07

Schools Advisory
Service

June 07

Student Awards
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June 07

IAttendance &
Behaviour Safer
Schools

Audit Programme and Coverage by Directorate June and July 2007

Annex B

June 07

Schools Managed
Capital Projects

Sep 07

Sharing of
Information on
Children

Sep 07

2007/08 Plan

Reimbursement of
Schools’ Maternity

Organisations

O Brought forward
o from 2006/07 Plan
D
~l
une 07 [Swift pre S
Implementation
Review
June 07 [Domiciliary Care L
TDM
June 07 |[Former Self Funders
June 07 |[Residential Care S
Mental Health
Payments
June 07 |Voluntary S
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Annex B
Audit Programme and Coverage by Directorate June and July 2007

Brought forward

from 2006/07 Plan
June 07 [Transport |Network
Management v S S

June 07 |KHS Coastal v L L
Protection

Brought forward
from 2006/07 Plan

June 07 [Youth & Community

ne 07 |Libraries v S S

Sep 07 [Community Safety
Revenue Budget
Management v S S
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Annex C
Audit Work Completed in the Period
June 2007 — July 2007

Matters Arising from Previous Reports
Authority Wide

Follow up to The Procurement of Consumables
Audit Assurance - Limited

An audit of the procurement of consumables was carried out during 2003/04 and
report 22/04 was issued on 30 June 2004, the audit opinion was unsatisfactory.
Internal Audit requires a follow up of all unsatisfactory (now minimal) audits to
evaluate the effectiveness of agreed actions taken to improve controls.

The follow up audit was delayed because of the anticipated changes to the Council’s
procurement arrangements arising from the implementation of a new Procurement
Strategy and ‘Spending the Council’s Money’ which will replace the Contracts and
Tenders Code of Practice. The Procurement Strategy was endorsed by the Chief
Officer's Group and presented to the Cabinet on 11 July 2005, however, the Code
had not yet been implemented.

A key risk identified in the last audit was that excessive procurement of consumables
may be diverted to external suppliers and benefits to the Authority may be lost. The
new Procurement Strategy and new Code aim to clarify the Council’s buying policy
for all spending on goods, services and works and the procurement structure should
ensure their implementation.

During the course of the follow up audit our review of five payment codes comparing
expenditure over a similar eight month period in 2005/06 and 2006/07 showed that
officers with purchasing responsibilities continued to spend a greater proportion of
their consumables budget, approximately 72%, with external suppliers compared ho
internal purchases.

Subsequent to the issue of this report, the Procurement Unit undertook a review of
the expenditure data used as the basis of our 2006/07 analysis. Their findings
supported our report of miscodings and they have suggested adjusting for additional
errors. Nevertheless, using their base figures, the overall adjusted leakage to
external suppliers would still remain high at over £2.1m.

We noted that some improvements had been made in shifting the directorates
buying preferences for printing, stationery and office expenses to Commercial
Services but general leakage of business to external suppliers could be further
reduced if the strategy is strictly implemented. We appreciate that since the audit,
and in line with our recommendations, further strong guidance has been given to
staff with responsibility for purchasing consumable items which should, if actioned
improve matters further.

Management Response

The figures included in the audit considerably overstated the external spend on the
headings covered and Internal Audit were made aware of this. All the findings relate
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Audit Work Completed in the Period
June 2007 — July 2007

Annex C

to the period before the issue of the spend mandate in March 2007. for the first time
this explicitly stated that for the following headings spend had to be via Commercial

Services of county wide contracts ,which have been put in place.

Stationery

Computer Consumables
IT

Mobile phones
Recruitment advertising
Office equipment
Vehicles

Furniture

Cleaning supplies
Energy

Sports equipment

Fire extinguishers

We are putting arrangements in place through Exchequer Services to monitor
compliance and PwC will be undertaking an exercise to ensure that we are getting

best value through those contracts.

Nick Vickers
Head of Financial Services
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Audit Work Completed in the Period

Completed audits

June 2007 - July 2007

Annex C

Directorate | Audit Description Audit
Assurance
AW Medium term A review of the medium term planning process. High
Planning
AW Risk Management An audit of the Authority’'s risk management | High
arrangements
AW Virus Protection A review of the arrangements in place to protect | Substantial
KCCs systems and data from viruses and
malware.
AW Corporate A review of corporate governance in relation to | Substantial
Governance the promotion and demonstration of ethical
standards and values.
CED Year end An audit to ensure all payments and income are | Substantial
accounting accounted for in the correct financial year.
processes
CF&E Sharing of An examination of controls over electronically | Substantial
Information on held data on children within Impulse, CAPITA-
children EMS and Swift.
CF&E Reimbursement of A review of the processes in place for | Substantial
schools’ maternity reimbursing schools’ maternity pay
pay
CSD Community Safety An audit of revenue budget monitoring Substantial
revenue budget
management
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Annex C

Audit Work Completed in the Period

Advisory and other work

June 2007 - July 2007

Directorate | Audit work Description

Chief Executive’s | JP Morgan An interim review of control processes operating to provide

Department assurance as to the custody of assets on behalf of the Kent
Pension Fund.

Community Health & Safety Advice and information provided to both these areas at a time when

Services

Directorate &
CED
(Commercial
Services)

Commercial Services were without an overall Health and Safety
Adviser and Community Services were a newly formed directorate.
Both areas have put together an Action Plan to ensure full coverage
of Health and Safety issues in their respective areas. A full audit of
compliance with the Health and Safety Policy in Commercial
Services and the Communities Directorate is planned for March 2008.
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Annex C

Directorates Progress with Implementation of Audit Recommendations

(covers period June to July 2007)

Directorate Total actions due to Actions in place Outstanding Progress with outstanding actions
be in place by end of actions (priority)
July 2007
VH | H M | Audit Comments
Authority Wide 5 5
Chief Executive 9 8 1 | Network Partial Progress: Funding is being requested for suitable network
Management management tools. Tender specification is being produced. And the unit is
Review still in the process of seeking funding
Children and 5 4 1 VAT on Asylum This recommendation will be completed by the end of September 2007
F a.tBilies Seekers
Q Accomodation
Q
W
A@lt Social 11 9 2 VAT on Care These recommendations will be completed by the end September 2007
Services Payments
Environment & 4 4
Regeneration
Communities 2 1 1 KDAAT - This recommendation has been deffered and will be implemented during
Partnership November 2007
Arrangements
36 31 2 2 1
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Agenda ltem 12

Iltem No :12
By: The Head of Audit & Risk
To: Governance & Audit Committee
19 September 2007
Subject: INTERNAL AUDIT REPORTING - IRREGULARITIES
Accountable Officer: The Head of Audit & Risk
Classification: Unrestricted
Summary: This report provides brief details of all irregularity cases

completed during the period May 2007 to July 2007.

FOR INFORMATION

Introduction

1. In line with best practice and as agreed by Members of the Audit
Committee at their meeting on the 1 March 2005, this report summarises
the outcome of irregularity investigations that have been concluded within
the period from May to July 2007.

2. During the period, seven new cases of potential irregularity were reported,
for which investigations are continuing. Where significant, details of these
irregularities are reported separately to the Chairman of the Governance
and Audit Committee during informal meetings, to ensure that he is made
aware of possible problems as they arise.

3. Appendix 1 summarises the investigations that have been completed
within the period.
Recommendation

4. Members are asked to note this report.

Janet Dawson

Head of Audit & Risk
Ext: 4614

3 September 2007
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Appendix 1

Summary of Irregularity Cases Concluded in the Period May to July 2007

Ref | Directorate | Nature of Value Outcome
Irregularity

715 | CED Theft/loss of £2,000 . In 2006 an application for a community grant was received from a
Member’s member of the public to replace a boiler in a leased building
Community Grant where she was providing dance classes to the local community.

° As part of the process to evaluate how the grant had been used,
the Community Liaison Manager visited the dancing school, but
found that it had closed down and the dancing teacher had
‘disappeared’ shortly after the grant had been awarded.

o Enquiries were made but the dancing teacher could not be traced
and the matter was referred to the police, however, they have
been unable to trace her.

726 | CED Overcharging by | £5,456 J As part of the ongoing monitoring of contracts with transport
Commercial | taxi company recovered providers, a taxi company engaged to transport two children to
Services school was found to be charging for two taxis and two escorts but

only using one.

The company was contacted and admitted that it had not always
provided two taxis and escorts. The company has repaid the
overcharged amount and the contract with the company has since
been revised.
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