BLACK SLUICE

INTERNAL DRAINAGE BOARD

Audit & Risk Committee
Meeting

Tuesday, 121" April 2022 at 2pm

Station Road, Swineshead, Lincolnshire PE20 3PW



Station Road
W Black Sluice SihEshes:
,.;\«w Internal Drainage Board oS
%h 01205 821440
www.blacksluiceidb.gov.uk mailbox@blacksluiceidb.gov.uk

Our Ref. IW/DPW/B10_1 Your Ref: Date: 5% April 2022

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 Tuesday, 12" April 2022 at 2pm at which your attendance is requested.

Chief Executive
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AGENDA

Recording the meeting.
Apologies for absence.
Declarations of interest.

To receive and, if correct, sign the Minutes of the Audit & Risk Committee Meeting held
on the 12" October 2021 (pages 1 - 10)

Matters arising.
To review the Audit & Risk Terms of Reference (pages 11 & 12)
A presentation from the Internal Auditor, Mr C Harris, and to receive the following:

(a) Internal Audit Report 2021/22 (pages 13 - 22)
(b) Audit Programme 2022/23 (pages 23 - 25)

To review the following Board policies:

(a) Policy No. 01: Risk Management Strategy (pages 26 - 47)

(b) Policy No. 03: Financial Regulations (pages 48 - 52)

(c) Policy No. 10: Delegation of Authority (pages 53 - 56)

(d) Policy No. 17: Members Code of Conduct (pages 57 - 64)

(e) Policy No. 18: Whistle Blowing Confidential Reporting Code (pages 65 - 70)

()  Policy No. 19: Anti Bribery (page 71)

(g) Policy No. 43: Electronic Information and Communication Systems (pages 72 - 78)

(h) Policy No. 47: COVID-19 Business Continuity Plan (verbal)

(i) Documentation provided by the Environment Agency outlining the operation of the
Black Sluice Complex (for inclusion within the Emergency Response Plan) (pages
79 - 83)

To receive the Risk Register (page 84)
To review the Board's Catalogue of Policies (page 85)

Any other business.
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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
12t October 2021 at 2pm

Members

Chairman - * Mr M Brookes

Mr W Ash Mr V Barker
Mr R Leggott * Mr N Scott
* ClIr R Austin * Clir S Walsh
* Member Present
In attendance: Mr | Warsap (Chief Executive)

Mr D Withnall (Finance Manager)

RECORDING THE MEETING - Agenda ltem 1
Committee members were informed that the meeting would be recorded.

APOLOGIES FOR ABSENCE - Agenda ltem 2

Apologies for absence were received from Mr R Leggott, Mr W Ash and Mr V Barker.

DECLARATIONS OF INTEREST - Agenda ltem 3

No declarations of interest were received.

MINUTES OF THE LAST MEETING - Agenda ltem 4

Minutes of the last meeting held on 10" May 2021, copies of which had been
circulated, were considered and it was AGREED that they should be signed as a true
record.

CONFIDENTIAL MINUTES OF THE LAST MEETING - Agenda ltem 5

Confidential Minutes of the last meeting held on 10" May 2021, copies of which had
been circulated, were considered and it was AGREED that they should be signed as
a true record.
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MATTERS ARISING - Agenda Item 6

(a) POLICY 01: RISK MANGEMENT STRATEGY

1.1(b) Fluvial flooding from failure or overtopping of defences

It was confirmed that the Environment Agency (EA) documentation required, will
be discussed at Minute 1869(e).

Clir R Austin noted his previous concern about the Nav Lock doors not opening as
wide as they could. The Finance Manager explained that at the Northern Works
Committee Inspection, the EA staff addressed this on the site visit, explaining that
a permanent solution is being developed so that they can open wider.

RECEIVE THE ANNUAL RETURN INCLUDING EXTERNAL AUDITORS’ OPINION
FOR 2020/21 - Agenda Iltem 7

The Chairman informed the committee that no issues have been identified, it is a
‘clean’ report.

The Chairman, and committee, expressed their thanks to the Finance Manager and
team to achieve this.

All AGREED to receive the Annual Return including External Auditors Opinion for
2020/21.

TO REVIEW THE FOLLOWING BOARD’S POLICIES - Agenda Item 8

The Finance Manager explained that these are polices that have been identified for
review and any changes have been made in red and any additional notes made in
green.

(a) ANNUAL ACCOUNTS

The Chairman noted that all the committee are considering with the annual
accounts is their format.

The Finance Manager explained that they are in UK Generally Accepted
Accounting Principles (GAAP) format, from when we were required to produce
financial statements in that format, and show a lot more detail than the annual
return.

The Committee RESOLVED to recommend that the format of the Annual
Accounts be approved at the next Board meeting.

(b) POLICY (B): LAND DRAINAGE BYELAWS

The Finance Manager explained that these byelaws were presented to the Board
in 2017 but were never signed off by Defra. There are very few differences
between the current byelaws and those proposed now.

The Finance Manager noted the ‘revocation’ paragraph (32) which should be the
following date; 3 March 1989.



The Finance Manager noted that these are to be agreed by IDBs across the
country and so all IDBs will be working to the same byelaws.

Clir R Austin questioned if there was a particular byelaw that generates the Board
more work than others?

The Finance Manager referenced Andrew Scott, the Board’s Planning & Byelaw
Officer, who's job is predominantly generated from the byelaws. The Finance
Manager further noted the importance of these byelaws and enforcing them to
ensure that the Board’s system is maintained and works.

The Chief Executive added that the most time consuming Byelaw 10 — ‘No
obstructions within 9 metres of the edge of the watercourse’.

The Finance Manager noted that the signatures will be made by the Chairman
and Chief Executive as opposed to the Chairman and Clerk.

The Committee RESOLVED to recommend that the Land Drainage Byelaws
(Policy (B)) be approved at the next Board meeting.

(c) POLICY No. 04: PROCUREMENT

The Finance Manger explained that there are two elements behind the proposed
changes:

o To introduce the Works & Engineering Manager into the allowance of
£2,000 — £10,000, which also introduces him into the management team
definition.

¢ To introduce some control to budgets. Proposed paragraphs 4.2(c), 4.3(a)
and 7.4 were highlighted to the committee. These additions provide more
consideration to the budgets and earlier awareness of overspend.

The Chairman suggested that an additional paragraph needed to be added to
reflect the current restrictions in the Chief Executive’s role.

The Finance Manager and Chairman suggested the following:

8. Addendum

From 12 May 2021, all duties and responsibilities included in this policy of the
Chief Executive Officer are delegated to the Operations Manager until further
notice.

It was noted that this statement should also be added to the Financial Regulations
(Policy No. 03) and Delegation of Authority (Policy No. 10). In regard to the
Delegation of Authority, it will only relate to the three financial responsibilities.

The Finance Manager noted that he can show this to the Internal Auditor prior to
the Board meeting.

The Committee RESOLVED to recommend that the Procurement Policy (No. 04)
be approved at the next Board meeting, with the proposed additional paragraph
as shown above.

The Committee RESOLVED to recommend that the Financial Regulations (No.
03) be approved at the next Board meeting with the proposed additional
paragraph as shown above.
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The Committee RESOLVED to recommend that the Delegation of Authority (No.
10) be approved at the next Board meeting, with the proposed additional
paragraph as shown above.

(d) POLICY No. 08: RELAXATION OF BOARD BYELAW No. 10 (9 METRE
BYELAW)
The Chief Executive explained that there are no proposed changes to this policy.

The Committee RESOLVED to recommend that the Relaxation of Board Byelaw
No. 10 (9 Metre Byelaw) Policy (No. 08) be approved at the next Board meeting.

(e) POLICY No. 13: EMERGENCY RESPONSE PLAN

The Chief Executive presented the policy, page by page, highlighting some of the
key changes, noting that confidential information has been removed.

e Page 12 — Metric gauge boards have been implemented on the South
Forty Foot Drain (SFFD) outfalls. Imperial measurement used to be the
lead, and so this has been changed to metric units. More information has
also been included regarding the new telemetry control system.

Clir S Walsh noted that there is nothing included in the paragraph
regarding the telemetry control for if it fails.

All AGREED to include the back up of manual control if the telemetry
control failed.

o Page 14 — The Chief Executive explained that the Pump Engineer and
Finance Manager have used the knowledge from previous events to
amend and simplify the table, showing target winter levels, target summer
levels and the emergency profile levels.

The Chief Executive noted that the Environment Agency (EA) include this
document within their own emergency plan. Further questioning how the EA’s
documentation regarding the operation of the Nav Lock should be incorporated
with this document (when received)? All AGREED that the documentation be an
appendix to the Emergency Response Plan.

The Chief Executive reminded the committee that he was assured by the EA that
this documentation would be completed and published by the end of September
2021. On the 23 September 2021, the Operations Manager questioned the EA
about when it would be available and received the following response;

‘The emergency contingency plan is with the catchment engineer to be signed off
and until it is finalised, | don’t feel it's best to share it wider. The best | can do is
some screenshots to show the structure of the document.

The operations and mechanical manual for the gravity sluice is made up of big
documents. The lock, for example, has three large folders | believe, and | would
need to check the protocol for sharing these. Again, we do have the operational
detail in the contingency plan which | can extract to give a summary to the
committee.’



The Chief Executive also noted that he has requested the attendance of EA
employees at the Board meeting in November to introduce this documentation to
the Board.

The Chief Executive introduced the extracts provided by Abi Jackson at the EA,
noting that Abi has summarised extracts from the document, as opposed to
screenshots.

The Chief Executive presented the slides provided by Abi Jackson.

The Chief Executive expressed he is feeling more secure, seeing this in writing,
having never seen it from the EA in writing before. The Chief Executive noted that
he will circulate these slides with the committee following the meeting.

Clir R Austin noted that he doesn’t understand the EA’s reluctance to share.

Black Sluice Outfall & Lock: Operational Overview
The first set of slides summarised the following points:
o Qutfall and lock combined operational overview in normal times
¢ Managing levels in the South Forty Foot Drain (SFFD) during high rainfall
events
e Duty Officer Procedures

The Chief Executive noted that this documentation, when received, will form the
appendix of the Emergency Plan, as agreed previously.

Clir S Walsh noted that the documentation will make them more accountable.

Black Sluice Operational Contingency Plan (OCP)

The second set of slides summarised the Black Sluice Complex Operational
Contingency Plan (OCP). The Chief Executive explained to the committee that
this documentation considers a plan for if the complex failed. Further explaining
that a few years ago, the Chief Executive introduced Van Heck to Black Sluice
Pumping Station (Boston) and asked them to provide a quote for a contingency
plan to be passed onto the EA. Van Heck also looked at Holland Fen Pumping
Station and Chain Bridge Pumping Station and the Board have purchased their
recommendations for those two pumping stations, whilst also using those
recommendations to produce a contingency plan for all the Board’s pumping
stations. The Chief Executive noted that these slides are not very detailed and so,
dependant on the document contents, once received, the Board may challenge
them about their contingency plan. The Chief Executive also noted that pumps
have to be as close to water level as possible. Clir R Austin noted The Range
carpark.

The Chief Executive highlighted the list of contingency plan scenarios covered in
the Black Sluice Complex OCP, noting that the scenario of both pointing doors
failing is not included on this list, but added that it could be a mistake in collating
the list for this presentation.

The Chief Executive explained that the Board need to understand if part of their
contingency plan involves allowing the South Forty Foot Drain (SFFD) to fill and
overtop at low spots. If this is the plan, then the Board need to be aware where
the low spots are.



Black Sluice Complex Operation and Maintenance Manual

The Chief Executive noted that the MEICA elements (Mechanical, Electrical,
Hydraulic, Civil) are complex, and Abi has suggested that Jamie (EA Pump
Engineer at Black Sluice Pumping Station (Boston) prior to it's decommission)
would be the best person to introduce this to the Board’s operational and
engineering team.

The Chairman suggested that a link to the documentation may be as beneficial as
including the whole document itself.

Clir R Austin noted that when speaking with Abi Jackson previously, Hubberts
Bridge was identified as a ‘pinch point’, meaning that the water levels upstream of
the bridge are higher than downstream.

The Chief Executive added that when funding was obtained to increase three
pumps to five pumps at Black Sluice Pumping Station (Boston) pinch points and
friction banks were identified for removal to ensure the quantities of water could
reach the increased pumps. However, the pinch point and friction banks work was
never completed.

The Chief Executive noted that he wants to give the EA a time limit to publish
these documents in full. All AGREED that the Board should set a timeline for the
EA to make the documentation available. The Chairman noted that if EA
employees are attending the Board meeting then they may be able to suggest
how long they think it will take.

The Committee RESOLVED to recommend that the Emergency Response Plan
(Policy No. 13) be approved at the next Board meeting.

1870 RECEIVE THE CATALOGUE OF BOARD POLICIES WITH RECOMMENDED
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APPROVAL DATES - Agenda ltem 9

The Finance Manager noted that, on the request of the Internal Auditor, the Financial
Regulations (Policy 03) has been changed to a three year review. Therefore,
suggesting that the Procurement Policy (Policy 04) and Delegation of Authority
(Policy 10) should also be changed to a three year review, as they all tie in together.
All AGREED.

The Finance Manager also noted that Insurance Arrangements will be presented in
April 2022 also.

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

TO REVIEW THE RISK REGISTER - Agenda ltem 10

The Finance Manager noted the amended risk register circulated separately to the
agenda. The change being to Risk 1.8 — Loss of Senior Staff. It was agreed at a
previous meeting to change the potential impact to ‘medium’ and potential likelihood
to ‘high’ giving a risk score of 6. This change had not been made but has now in the
amended version.

The committee reviewed the risks with a risk score of 6 or above:
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1.1(b) Fluvial flooding from failure or overtopping of defences

The slides previously presented from the EA gives encouragement that the EA
documentation being awaited will be forthcoming. Progress has been made, but the
risk score cannot yet be decreased due to only seeing draft snippets of the
documents. All AGREED.

1.8 Loss of Senior Staff
This will be resolved by the next meeting, one way or another, at which point the
committee will review the risk again. All AGREED.

Clir S Walsh questioned whether Risk 1.9 — Insufficient funds to carry out works
needing considering? The Finance Manager noted he doesn’t believe it is at that point
yet, with more information to come regarding availability of finances in the following
agenda item — insurance arrangements.

The committee returned to this agenda item, following discussing the insurance
arrangements.

The Finance Manager referenced Risk 1.3, noting the impact is ‘high’ and likelihood
‘low’, suggesting that there is no change to the risk score, but that the self-insurance
and increase in reserves from 20% to 30%, should be documented within the Risk
Management Strategy, which the committee will review at their next meeting in April
2022.

The committee AGREED that the Risk Register be accepted.

RECEIVE A REPORT ON INSURANCE ARRANGEMENTS - Agenda Iltem 11

The Finance Manager highlighted the overall increase in insurance premium of
93.25%, further highlighting the 180.46% increase in the Commercial Combined
premium.

The Finance Manager explained, regarding the Commercial Combined insurance,
£45,000 of the £61,389.10 insurance premium is attributed to the £65 million worth
of cover for the pumping stations, buildings contents, damage etc.

The Finance Manager continued by explaining that the Executive Committee have
analysed the big increase in insurance premium, with Mr J Cooke in attendance. The
Finance Manager reflected on this meeting, explaining to the committee that Mr J
Cooke’s reasoning for such a large increase is that it is a ‘correction’ to bring the
Board’s premium into line with current rates. Six years ago, when the initial Long
Term Agreement (LTA) was made, Towergate undercut other insurers and then
entered a 3 year LTA, which the Board renewed again for another 3 years at the
similiar rates. The insurance market has seen substantial increases, with other IDBs
also seeing increases, although not to this extent.

The Finance Manager noted that because the Board were coming to the end of the
LTA, quotations were sought:
e NFU - Looked at the requirement and said they wouldn’t be competitive and
so wouldn’t quote



e Marsh Commercial Lincoln — Witham 4" IDB use these insurers. They agreed
to give a quotation, but didn't, it was very hard to contact them when trying to
chase the quote. The Finance Manager noted he felt that they just didn't want
the work.

e Towergate — current insurer and current quotation. This was received by the
Finance Manager less than a week before the renewal date, despite chasing
for it. This has given very little option, and only a few days extension was given.

The Finance Manager further explained that the Executive Committee assessed the
Towergate quotation and assessed the risk of self-insurance, concluding that the risk
score would not change if the Board were to self- insure as opposed to insure through
Towergate. The Executive Committee have therefore concluded that the Board will
self-insure everything in relation to pumping stations and will increase the target on
the General Reserve, over ten years, from 20% to 30%. With this self-insurance, the
increase in insurance premium reduces to 4.11%. The Finance Manager also noted
that the Executive Committee have also decided to remove the Engineering
Insurance because it was mainly to cover the break down of pumps which is covered
within the Board's day to day maintenance.

The Chairman noted that this committee usually consider and analyse the insurance
arrangements, but time did not allow it this year. The Finance Manager noted that
this has only been agreed for one year and so the quotes next year will be reviewed
by this committee.

Cilr S Walsh questioned the Customer Service Charge? The Finance Manager
explained that it used to be as a percentage of the commercial combined but, given
the increase, Mr J Cooke was not comfortable in taking a percentage of that and so
instead included a set figure.

Mr N Scott noted that it is an appalling service from Towergate and that the Board
shouldn’t use them again. Mr N Scott also felt that the service from Marsh should
have been better, suggesting that Marsh London may be better as they have a
division called ‘public body’. ‘

The Chairman referred back to the decision the Executive Committee has made,
noting that there is a move towards self-insurance in local government now, noting
that it won't take long to ‘build up’ the reserve to a significant amount. The Finance
Manager added that 10% of about £3 million is around £300,000 over ten years. The
Finance Manager noted that this won’t cover all scenarios but noted that Bellwin
funds should be available in major disasters as a local authority.

The Chairman noted that it is also only for one year and so there is nothing to stop
the Board covering more with the insurance next year.

Mr N Scott noted that self-insurance works on a cycle; the market increases, the
decision is made to self-insure and then there is a claim that isn’t affordable.

Mr N Scott recommended taking out an insurance policy with £300,000 excess, as it
will be cheap and cover any big claims above £300,000.

The Finance Manager added that a policy with £100,000 excess was considered but
Towergate had reported it wouldn't significantly reduce the premium.
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Mr N Scott was shocked by this, noting that the Board should inform the insurers of
Towergate’s poor service. Equally, when service is good, acknowledge that.

The committee RESOLVED to recommend that consideration be given to cover the
self-insured elements (pumping stations) with an excess of £300,000, to be presented
to the Executive Committee on 2" November 2021, followed by the Board on the 23
November.

ANY OTHER BUSINESS - Agenda item 12

(a) EUTURE MEETING ARRANGEMENTS

The Chief Executive questioned if there were any concerns or opinions about
holding the November 2021 Board meeting physically in the Board Room?

The Chairman responded that he would be happy for it to go ahead physically,
noting that it can be a hybrid meeting, so that those who don't feel comfortable to
attend physically can still attend virtually.

Mr N Scott suggested that members are requested to take a lateral flow test on
the morning of the meeting. The Chairman agreed with this suggestion.

(b) MAINTENANCE OF RIPARIAN DYKES

Clir R Austin noted his concern around riparian dykes, being filled in or lack of
maintenance etc., questioning whether the Board has enough power to deal with
these scenarios? Especially noting developments.

The Chief Executive responded that if there is a problem identified by a neighbour
upstream or downstream to them then that problem can be brought to the Board
because it can’t be resolved with the riparian owner. The Chief Executive noted
that the Board have the power, through the Land Drainage Act, to request the
riparian owner maintains what they are responsible for. If they don't, then the
Board can, and have, maintained it, and then charged the riparian owner for the
work.

The Chief Executive noted that if Clir R Austin is identifying any issues, then
please inform the Board.

The Finance Manager highlighted that the Board can only deal with it at the time
it becomes a ‘nuisance’, as per the Land Drainage Act.

The Chairman noted that Highways have transferred powers to the IDB. The Chief
Executive confirmed that the Board has a Memorandum of Understanding with
Lincolnshire County Council to undertake work on their instruction.

(c) SOUTH LINCS RESERVOIR (SOUTH LINCOLNSHIRE WATER
PARTNERSHIP)

Mr N Scott asked for an update on the South Lincolnshire Reservoir, noting that
the documentation published at the end of July includes photographs of land
within the catchment, which has caused concern with landowners.



The Chief Executive acknowledged this, confirming that the producer wanted to
show the potential reservoir and associated elements on an Ordnance Survey
map for reality and scale, further confirming that the locations used are purely
concept and has no bearing on the location of the reservoir. The location of the
reservoir has not yet been determined; a process of fine screening is now
underway to determine the potential one site in February 2022.

The Chief Executive noted that he is pushing that it is now time the landowners
are involved, noting there are so many positives.

The Chairman thanked everybody for their attendance and expressed his thanks to
Mr N Scott and Mr R Leggott, who will not be on the Board from 1%t November 2021.

The Chairman noted that their input has been appreciated and valued, wishing them
luck.

There being no further business the meeting closed at 15:43.
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BLACK SLUICE INTERNAL DRAINAGE BOARD

TERMS OF REFERENCE: AUDIT & RISK COMMITTEE

APPROVED BY THE BOARD: 26 JUNE 2019

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 Chairperson shall be appointed by the Committee at the triennial general 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 To seek 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.
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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 and management accounts, every three years.
(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

(i)  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 triennial general meeting
and its own effectiveness and recommend any necessary changes to the Board.

12
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Executive Summary

tiaa

OVERALL ASSESSMENT

KEY STRATEGIC FINDINGS

REASONABLE ASSURANCE

. LIMITED ASSURANCE

;ﬁT Black Sluice Internal Drainage Board has good systems in place and the
|
2L/ governance, risk and control framework is working well.

o Black Sluice Internal Drainage Board use the Opera suite of software to
:ﬂ_ manage their accounts which supports accurate accounting and good record
o keeping.

ASSURANCE OVER KEY STRATEGIC RISK / OBJECTIVE

GOOD PRACTICE IDENTIFIED

The audit covers all areas required by the Annual Governance and Accountability Return
(AGAR) and includes, where appropriate, the key risks for a drainage board.

-~ Governance, Risk and Control are all well managed by the Black Sluice
Internal Drainage Board.

El The Black Sluice Web site is easy to navigate, well populated with useful and
=%/ key information and kept up to date.

SCOPE

ACTION POINTS

The purpose of the review was to undertake sufficient audit work to be able to sign off the
Annual Governance and Accountability Return for Internal Audit.

0 0 0 1

Black Sluice Internal Drainage Board Page 1
14 Assurance Review of Annual Governance and Accountability Return



tiaa

Assurance - Key Findings and Management Action Plan (MAP)

No recommendations were raised.

PRIORITY GRADINGS

Black Sluice Internal Drainage Board
15 Assurance Review of Annual Governance and Accountability Return



Operational - Effectiveness Matter (OEM) Action Plan

tiaa

Ref

Risk Area

Delivery

Finding

Reserves are regularly reviewed with an aim Any change in the level of reserves will require an
to maintain them at around 20% of amendment to reflect that change in the Board's

Suggested Action

expenditure as per the requirement of Financial Regulations.

Financial Regulations. The Board are
considering however, increase the reserve
provision to 30% of annual expenditure and
should this happen then Financial
Regulations  will  require  amending
accordingly.

ADVISORY NOTE

Management Comments

The increase in reserves was approved by the Board at their Board meeting
on 23 November 2022,

The Financial Regulations Policy will be reviewed and updated to reflect this
at the Audit and Risk Committee meeting on 12 April 2022 to be ratified at
the Board meeting on 14 June 2022.

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

tiaa

Directed Risk:

Failure to properly direct the service to ensure compliance with the requirements of the organisation.

Ref  Expected Key Risk Mitigation Effectiveness of  Cross Reference Cross Reference

GF Governance Framework

RM  Risk Mitigation

C Compliance

Other Findings

arrangements to MAP to OEM

There is a documented process instruction which accords with the relevant regulatory guidance,

: : In place = “
Financial Instructions and Scheme of Delegation. e
The documented process aligns with the mitigating arrangements set out in the corporate risk A
register. P
Compliance with statutory, regulatory and policy requirements is demonstrated, with action taken IRelsee

in cases of identified non-compliance.

O All the Boards policies and procedures are on their website. These are all appropriate and adequate for a drainage board. The website itself is easy to navigate. The Board Policy Statement which
was approved on 30th May 2018 was reviewed. This Policy is reviewed at least every five years. In addition, Financial Regulations which was approved on 23 November 2021 was also reviewed

and found to be in order.

"O. All Board agendas and minutes (none confidential) are on the Boards website. The following were reviewed and found to be comprehensive and informative:
~

o 10% February 2021 (all 21 Members were present).

e 30t June 2021 (20 Members were present) - concern was raised over the increase in expenditure caused by excessive rainfall and the use of reserves.

17
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Other Findings

‘o) AllCommittee agendas and minutes (none confidential) are on the Boards website. The following were reviewed and found to be comprehensive and informative. The Executive Committee minutes
’ of the following meetings were reviewed:

o 7% April 2021(all six members in attendance).
e 5% May 2021 (all six members in attendance)
e 12t May 2021 (all six members in attendance)

e 29 September 2021 (all six members in attendance).

'Q The Risk management strategy and policy which was approved on 30t June 2021 and is reviewed annually was reviewed and found to be in order.

O The risk register and the controls is a comprehensive document that is regularly reviewed by the Audit and Risk Committee.

Q ; The Board use the ADA key objectives as there overarching objectives that support the operation and direction of the IDB.

O ' "Opera" is the main accounting package for the IDB. Opera is part of a suite of software solutions provided by Pegasus a software developer.

b Management accounts are submitted to every Board meeting to inform Members of the current financial state of the IDB with year to date figures. Drainage Rates and Special Levies are also

reported on a regular basis to each Board meeting.

‘0 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. The approval process was in accordance with Financial Regulations/Procurement policy.

6 The following invoices were selected for a detailed review:
e Wells Plant Hire - Invoice 3095 for £42,000 paid on the 231 September 2021.
*  Roythornes LLP - Invoice 190407 for £10,962 paid on the 13t May 2021.

In addition, the Board use Woldmarsh to supply many of their regular items such as fuel and electricity as this company can obtain bulk discount as they act for many clients. Details of the checks
and balances in place to verify the accuracy of the Woldmarsh invoices was obtained. All invoices examined along with their supporting data were in order.

‘0 Ratesfor 2021/22 were approved at the Board meeting on 10t February 2021 (Sub district No. 1 (6.58p) and Sub-District No. 2 (13.16p)). These sums would provide a rate income estimated to be
£1,097,203.81 for the year.

O At the 28t January 2022 the amount of uncollected rates was £3,644.75. Of this £1,163.18 had been paid and was awaiting posting; £1,413.48 was with the bailiffs for collection; £502.09 had
‘ agreements in place to pay; £84.23 was being chased internally; and £481.77 was a bankruptcy case.

Black Sluice Internal Drainage Board Page5 p
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Other Findings

o) For general debtors, there were no outstanding debts over three months old. Overall both rates and general debts are promptly paid.
-

O A small number of write offs were made during the year. One write off was for £2,340.23 on 15' June 2021 (Ashley King (Developments) Ltd - Rates for Glasshouses that were removed on 23
April 2021). The Board approved this write off at its meeting on the 23 November 2021.

@) Petty Cash has been used much less due to the pandemic with office staff also working from home The December 2021 petty cash reconciliation was reviewed and found to be in order and
~
reconciled (£200.09) with a £2 cash shortage variance. Due to the pandemic and home working there is little Petty Cash movement and as such no transactions have been tested this year.

(o) The payroll for December 2021 was reviewed and found to be in order. Payroll is a well-controlled and cyclical process only requiring adjustment for new starters or leavers or when a pay increase
is required. The system was working well and in order.

O . The whole payroll for December 2021 including expenses was reviewed and found to be in order. In addition, national insurance and income tax deductions had been correctly made and these
A
had been paid over to HMRC.

O ' Pension deductions and payment to the Lincolnshire County Council (LCC) pension fund were reviewed for the month of December 2021. These were in order and the sums involved were paid
> overto LCC.

‘o) Theasset register at the end of March 2021 was reviewed and found to be in order. From previous reviews the register is well maintained.
(Q,)
0O Accounting Statements are undertaken and these reconcile to the cash book.

O Data feeding into the Accounting Statements was confirmed to be correct.
-
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Delivery Risk:

Failure to deliver the service in an effective manner which meets the requirements of the organisation.

Ref  Expected Key Risk Mitigation Effectiveness of  Cross Reference Cross Reference
arrangements to MAP to OEM
There are agreed KPIs for the process which align with the business plan requirements and are
PM Performance Monitoring i g ; - P ; ) & : s P q In place - 1
independently monitored, with corrective action taken in a timely manner.
FC Financial Constraint The process operates within the agreed financial budget for the year. In place = =

i Good practice to respond to business interruption events and to enhance the economic, effective
R Resilience S : : In place - -
and efficient delivery is adopted.

Other Findings

0O Management accounts, including budget data, are reported regularly to Members and the Board. The Board papers for the year were reviewed and it was confirmed that appropriate financial and
budget data was presented to every Board meeting.

O The Board maintain a 10 year forecast which enable future increases in both the penny rate and precept to be calculated and for such bodies as the precepting authorities to be consulted well in
advance of any increases being made. The Executive Committee were looking to approve the budget for 2022/23 with a 5.09% rate increase.

0 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. There had been little
activity regarding cash and cheques due to the pandemic. The recording and banking of income was working well.

@) The various (Call account, Drawings account, Reserves account) bank and credit card reconciliations were examined and found to be in order and in balance as at period 9 (December) 2021.
-
0O The Board is operating within its approved budget for the 2021/22 financial year.

0. Good practice is adopted by the Board to respond to business interruption events and to enhance the economic, effective and efficient delivery of its services.
~
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Appendix A

Scope and Limitations of the Review

1. 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 Plan. As set out in
the Audit Charter, substantive testing is only carried out where this has been
agreed with management and unless explicitly shown in the scope no such work
has been performed.

Disclaimer

2 The matters raised in this report are only those that came to the attention of the
auditor during the course of the 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.

Effectiveness of arrangements

3. The definitions of the effectiveness of arrangements are set out below. These
are based solely upon the audit work performed, assume business as usual, and
do not necessarily cover management override or exceptional circumstances.

In place The control arrangements in place mitigate the risk from arising.

The control arrangements in place only partially mitigate the risk

Partially in place
YoRE from arising.

The control arrangements in place do not effectively mitigate the

Not in place
R risk from arising.

Assurance Assessment

4, 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 managed and process objectives achieved.

Limited
Assurance

There is a fundamental breakdown or absence of core internal controls

No Assurance SRR X g
requiring immediate action.

Acknowledgement

5. We would like to thank staff for their co-operation and assistance during the
course of our work.

Release of Report

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

Stage Issued Response Received

Audit Planning Memorandum: 17th December 2021 17th December 2021

Draft Report: 8t March 2022 9th March 2022

Final Report: 10t March 2022
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AUDIT PLANNING MEMORANDUM Appendix B

Client:
Review:

Type of Review:

Outline scope (per Annual Plan):

Detailed scope will consider:

Requested additions to scope:

Exclusions from scope:

Black Sluice IDB
Annual Governance and Accountability Return 2021/22

Assurance Audit Lead: Chris Harris

To undertake sufficient audit work to be able to sign off the Annual Governance and Accountability Return for Internal Audit.

Directed Delivery

Governance Framework: There is a documented process instruction which accords Performance monitoring: There are agreed KPIs for the process which align with
with the relevant regulatory guidance, Financial Instructions and Scheme of the business plan requirements and are independently monitored, with
Delegation. corrective action taken in a timely manner.

Risk Mitigation: The documented process aligns with the mitigating arrangements Financial constraint: The process operates with the agreed financial budget for
set out in the corporate risk register. the year.

Compliance: Compliance with statutory, regulatory and policy requirements is Resilience: Good practice to respond to business interruption events and to
demonstrated, with action taken in cases of identified non-compliance. enhance the economic, effective and efficient delivery is adopted.

(if required then please provide brief detail)

Planned Start Date: 31/01/2022 Exit Meeting Date: 10/02/2022 Exit Meeting to be held with: Daniel Withnall and lan Warsap
SELF ASSESSMENT RESPONSE
Matters over the previous 12 months relating to activity to be reviewed Y/N (if Y then please provide brief

details separately)

Has there been any reduction in the effectiveness of the internal controls due to staff absences through sickness and/or vacancies etc? N

Have there been any breakdowns in the internal controls resulting in disciplinary action or similar?

N
Have there been any significant changes to the process? N
N

Are there any particular matters/periods of time you would like the review to consider?
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BLACK SLUICE INTERNAL DRAINAGE BOARD
AUDIT & RISK COMMITTEE MEETING
AGENDA ITEM 07(b)
INTERNAL DRAINAGE BOARDS — REMOTE AUDITING AUDIT PROGRAMME

2022/23 Internal Audit Arrangements

The pandemic with the many variants that are coming along still creates uncertainty over
whether face to face meetings/audits are a safe proposition. Certainly as the audit work is
focussed very much in the period January to March the likelihood of the virus spreading is
probably increased. The audit programme that | completed for 2021/22 was done remotely
and | felt went well, although | appreciate that some aspects of the overall audit such as on
site inspections of plant and machinery would be challenging to undertake remotely. That said
the main content of the internal audit is to check, examine and review governance, risk, control
and the financial systems which can be successfully undertaken remotely. Indeed since
March 2020 TIAA have carried out its business of internal audit almost exclusively remotely
and adequate auditing has been proven to work successfully.

At this time for the 2022/23 audit | am still anticipating a remote audit so to enable a
satisfactorily outcome | will require the following data/documents to be emailed to me at the
time of the audit. | will keep clients informed as time moves on as to how the audit will be
undertaken. For now the list below provides the audit programme of work for 2022/23 as at
this time | am not expecting to vary the areas to be covered that are required for me to sign
off the AGAR statement for internal audit.

Strategic Risks

Governance

1) Review Constitution, Standing Orders, Financial Regulations, Award of Contracts and
other procedures (I will obtain this data from your website)

2) Review Board agendas and minutes for the year (I will require the latest three meetings
data — agendas and minutes please. Also include the latest meeting agenda)

3) Review any Committee agendas and minutes for the year (| will require the latest three
meetings data — agendas and minutes please. Also include the latest meeting agenda)

4) The drainage board has published information on its website to comply with the
Transparency Code for smaller authorities (I will obtain this data from your website)

5) The drainage board for the previous year correctly provided for the period for the
exercise of public rights as required by the Accounts and Audit Regulations (I will
obtain this data from your website, and from sight of your Board minutes approving the
dates set)

6) The drainage board has complied with the publication requirements as stated by the
Accounts and Audit Regulations 2015 (Please provide evidence that these have been
complied with)

Risk Management

1) Review risk management policy and procedures (These should be on the website, but
please provide if not)

2) Review risk register (If not on the website please provide)

3) Review process and procedures for how risk is managed on a day by day basis (A
brief note on this please)
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4) Review key objectives for the IDB and the risks associated with achieving these
objectives (This should flow from the risk register)

5) Review the controls in place to mitigate these risks and see how effective they are.
(These should be contained within the risk register. | may select a sample for review
to confirm working as expected)

Operational Risks

Accounting Records

1) Review the accounting records for the IDB
2) Are these up to date and in balance (A current trial balance please and a copy of the
profit and loss account and balance sheet at the time of the audit)

Expenditure

1) Review accounts payable (creditors) (An aged creditors list please)

2) 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. (I
will select my sample from the expenditure items reported to the Board meetings)
(Copies of the supporting documents for the sample selected will be required)

3) Check treatment of VAT (included above)

Budget

1) Review the budgetary arrangements. (This should be available in the Board papers)

2) Review the precept of rates (Please provide the Board agenda and minute approving
the penny rate for 20/21 if not already provided above)

3) Review how the budget is monitored (These should be included in the Board papers
above)

4) Review reserves and the policy for these (Please provide latest reserves position and
5/10 year forecast that shows how general reserves are expected year on year in the
future)

Income

1) Review accounts receivable (debtors) (An aged debtors list please — both general and
rates)

2) Review debt collection procedures (Please confirm debt collection arrangements and
dates)

3) Review any write off arrangements (Please provide details of any write offs —
approval/procedures)

4) Review recording and banking of income (Please confirm banking arrangements
particularly cash or cheque)

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.
(Please provide a list of debts raised in the year and | will select a sample for a more
detailed review)

6) Check treatment of VAT (included above)

Petty Cash
1) Check the Petty Cash arrangements where held
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