Veritau

Veritau Limited
Minutes of the Meeting of the Board of Directors
By Video Conference
3.30 pm - 30 August 2023

Attendees

Gary Fielding

Debbie Mitchell (chair)
Richard Smith

Max Thomas

Cllr Robert Webb

Observers

Clir Andrew Hollyer (CYC)

ClIr Cliff Lunn (NYC)

Connor Munro (Veritau — minutes)
Daniel Sowden (BHP LLP)

1 Apologies, preliminaries, introductions and announcements
Apologies were received from Councillor Gareth Dadd. Councillor
Webb and Councillor Hollyer were welcomed to the meeting.

2 Declarations of interests
MT and RS declared an interest in item 15 (Executive PRP (2022/23).
This item was not considered by the board so neither needed to exit
the meeting.

3 Minutes of the meeting held on 1 March 2023
Agreed.

4 Update on outstanding actions
MT provided an update on the action relating to item 8 from the
minutes of the previous meeting. Veritau Limited has completed the
purchase of the remaining Veritau North Yorkshire (VNY) shares. VNY
is now a wholly owned subsidiary of Veritau Limited.

5 2022/23 letter of representation
MT invited questions or comments on the letter of representation, for
BHP, and requested approval to sign it on behalf of the board. MT
took the opportunity to clarify that, since he is treasurer for the Local
Authority Chief Auditors’ Network (LACAN), Veritau Limited holds
funds on behalf of this body and these are not a Veritau asset. The
2023 letter of representation refers to CCAN in error - this will be
updated to LACAN.

Veritau is a group of companies registered in England and Wales.

Veritau Limited (06794890) is jointly owned by North Yorkshire County Council and City of York Council.
Registered office: West Offices, Station Rise, York, YO1 6GA.
For enquiries contact enquiries@veritau.co.uk




The board approved the letter for signing.

2022/23 BHP LLP audit findings report / data analytics report
DS presented the Audit findings report to the board, taking each
section in turn.

Audit summary

e Noted that BHP asks the board to confirm (through the letter
of representation) that related party disclosures in the
accounts are complete except for where exemptions apply
under accounting standards.

e Outstanding information at the point of reporting are standard
items which relate to date of sign-off of the accounts (eg post
balance sheet events).

Identified audit risks

e Risk of material misstatement arising from revenue recognition
- one risk has been identified relating to the accounting
treatment of revenue not being in line with the contracts in
place with core clients. The recommendation made by BHP is
that when it comes to contract renewal, the written contract
should be amended to align with actual practice.

e Going concern - a risk for most companies at the moment in
the current climate. Given that local authorities are Veritau’s
shareholders, the risk is lower. It was noted that the contract
with NYC ends in March 2024 and discussions on renewal have
commenced.

¢ Management override of control — a standard risk — no issues
identified.

e Defined benefit pension scheme - BHP engaged a third party
to review the assumptions made by Veritau’s actuaries. The
third party found that all assumptions were within agreed
parameters.

e Accounting estimates — BHP has identified three that are
relevant (defined benefit pension assets and liabilities,
depreciation rates, and accruals and prepayments) - the latter
two are low risk.

Systems and control observations

¢ No significant issues found. The lower priority issues identified
relate to insurance cover for new IT equipment purchased, a
mismatch between revenue treatment and historic contracts
(see revenue recognition above), and a small humber of
expenditure items being approved by an officer without
delegated authority. MT confirmed that these items were
entered on the accounting system by the officer identified, but
they will have been separately authorised outside of the
system. MT will confirm this and provide a response to the
auditors. The final observation related to additional related




party interests identified by BHP as being held by directors
which had not been included in the directors’ register of
interests.

e The prior year systems and control observation relating to
authorisation of the payroll has been resolved.

Appendix 1: audit adjustments

e This shows the movement from the management accounts
(£32k profit) to the financial statements (£531k loss) which is
explained by the accounting treatment of the defined benefit
pension scheme.

Appendix 2: unadjusted misstatements

e Only one unadjusted misstatement was identified that met the
threshold for reporting, and this reflects the maximum
additional cost of Executive PRP which has yet to be agreed by
the board.

Appendix 3: specific representations
e These are covered by the letter of representation to be
provided to BHP.

MT thanked Daniel and the team at BHP for their work.

The board accepted the findings and confirmed they were happy for
the profit reconciliation to be signed.

Daniel Sowden left the meeting.

2022/23 statement of accounts
Following discussion, the accounts were approved by the board.

2022/23 annual report
MT provided an overview of the purpose of the report and shared a
number of key outcomes from 2022/23 with the board.

Fee income has risen by 11% on last year and the Group achieved a
small profit despite a higher than budgeted pay award. The number
of FTEs has increased from 72 to 80, reflecting the growth in services
provided and in the client base. The Group retained its Investors in
People accreditation following an external assessment and also
gained Good Business Charter accreditation. Veritau has continued to
upgrade back-office systems and to develop new service offers, as
well as making improvements to existing services were necessary.
Recruitment and retention has remained a challenge and staff
turnover increased during the year. This has created some additional
pressure which has impacted on staff satisfaction (see item 10).

RW said that he welcomed the transparency on staff satisfaction and
asked what Veritau’s intentions are to address the overall decline in




satisfaction relative to previous years. MT responded by saying that
far fewer responses (just over 50% of staff) were received this year,
which may have had a small impact on the results. MT further
explained that Veritau’s management team went through the survey
results in detail and issued a further survey to drill down into what
appeared to be the key issues. One issue which came out of this
exercise was that some staff groups feel there is lack of consistency
in job roles. This is something which Veritau’s management team is
going to take forward. Another issue was with company
communication. As Veritau has grown as a business, it has naturally
become more difficult to communicate effectively in the same ways.
Some staff feel that levels of pay are low. Veritau follows the local
government pay award each year. However, MT explained that
Veritau has been proactive and reviewed its non-financial benefits
package, such as increased annual leave entitlement, to help staff
feel better valued.

The board noted the report.

2023/24 finance and performance update report

Management accounts

MT introduced the management accounts prepared up to the end of
quarter 1. The Group is currently on track to exceed its budgeted
profit figure as a result of new work gained. However, the higher
than budgeted for pay award for 2022/23 will put a degree of
pressure on the margin.

Staffing matters

MT referred the board to the listed changes in staffing in the report.
The update report includes six members of staff who transferred
under TUPE from the from former district and borough councils. Work
is being done across Veritau to integrate these new staff into the
Group. The internal audit service is seeking to expand by recruiting
four trainees. Only one candidate was able to be offered a role
following the latest round of recruitment in August 2023.

GF acknowledged the national and sectoral issues with recruitment
and retention and asked whether MT or RS have any sense as to how
Veritau’s recruitment and retention challenges compare with other
audit functions (either in-house or similar shared services
organisations). MT responded that, through talking to colleagues, he
has heard that in-house audit teams are all struggling with
resourcing. MT also mentioned that representatives of Veritau’s
management team are meeting with SWAP and Orbis shared services
in September and resourcing challenges is an item on the agenda.

Business / service development
Veritau has gained two relatively large contracts in the year to date
which will ensure that the Group’s revenue target will be exceeded.
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Veritau has also gained a number of new MAT clients to which
internal audit and DPO services are being provided. MT also
mentioned two recently awarded information governance support
contracts. MT explained that Veritau has been undergoing an
external quality review of audit practices (through the IIA) - which
several members of the board have contributed to. MT and RS are
meeting with the external assessor on 31 August 2023 to receive the
conclusions from the review.

Business plan
MT advised that Veritau is making good progress on the actions in its
business plan.

The board noted the report.

Annual staff survey

MT advised the board that 46 members of staff responded to the
satisfaction survey, representing 54% of the establishment. This was
the lowest response rate for some time. MT said that the timing of
the survey will be considered in future. The 2023 survey was issued
in March 2023 at a time when staff were very busy supporting its
clients with the LGR transition and finalising audit work.

The results present a mixed picture but, overall, the outcome is not
too dissimilar from the previous year although there has been some
reduction in overall satisfaction (down to 80% from 83%). MT noted
that an additional follow up survey had been undertaken to try to
gain a better understanding of issues arising from the survey.

GF made an observation that, more widely, the response to Covid,
efforts to combat austerity, and the LGR transition process has
negatively impacted on staff morale. On top of this, there is then a
cohort of individuals whose satisfaction varies depending on their
views on remote or office working which has added additional
variability into survey results.

GF asked whether something could be done to minimise
unproductive time that arises due to delayed responses from
Veritau’s clients. MT explained that the time spent chasing for
responses is charged to the client. Guidance is provided to staff on
different ways to encourage responses but the general trend has
been that is much more difficult to get responses from officers. MT
commented that he believes this is due, in part, to pressures being
faced by Veritau’s clients. In response to this, GF said he was not
aware that additional time spent chasing responses is charged to
Veritau’s clients. GF said that, in his Section 151 Officer capacity, he
would encourage quicker escalation of problems.

The results of the survey were noted.
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Annual client survey

MT advised that the report is being shared with the board for
information. Overall, the results of the survey are very positive but
the response rate is low which makes it difficult to draw conclusions.
GF commented that Veritau has made a valued contribution to the
LGR process and has shown versatility in the way in which it engaged
with staff, including its involvement in the setting up of new systems
and ways of working.

Replacement of current audit management system

MT introduced the report by saying Veritau was not originally
planning on replacing the audit management system this year but
had been forced to as the current provider will not support the
current system, Sword, beyond June 2024. Veritau had initially
undertaken extensive market testing in 2021/22 as an exploratory
exercise but concluded at the time that it would have been too
expensive to make a switch and decided to remain with the existing
system supplier. Since then, there have been several new entrants
into the market and the need for change has significantly increased
due to support ending.

MT explained that the report is being presented to the board given
that the introduction of a new audit management system is a
significant financial investment. MT said that he needs the board to
be comfortable with the proposal being brought forward.

MT described the market testing undertaken and advised that four
replacement systems had been considered.

At time of writing the report, MT explained that Veritau had identified
K10 Vision as the preferred option although another supplier was
also being considered. The board approved MT's revised
recommendation to give delegated authority to MT to determine the
best option.

Proposed change to the Veritau scheme of delegation

MT introduced this report by saying that the current scheme of
delegation means that board approval is needed to submit a tender
for work where the lifetime value of the contract exceeds £100k. MT
explained that Veritau is now regularly bidding for contracts around
this threshold. Given the short timescales typically involved with
preparing and submitting bids, this will make submission of bids for
routine work impractical in future.

MT went on to say that the report is seeking approval from the board
to change the scheme of delegation, giving MT delegated authority to
bid for contracts up to a lifetime value of £200k. Above this, for
contracts with a lifetime value of up to £400k, MT would seek
approval from the chair of the board. The board would be consulted
on any contracts with a lifetime cost exceeding £400k. MT also



explained the recommendation in the report for approval to be
sought from the shareholders, to agree changes to the shareholder
agreement to align with these revised thresholds.

GF proposed the lower limit to be £250k and the higher limit £500k
to neaten up the thresholds.

Cllr Webb commented that he is comfortable with the proposed
changes but remarked that the lower threshold (at £200k)
represents a doubling in contract value. Clir Webb went on to ask
whether this is reflective of current contract values. MT confirmed
that Veritau has become more commercial over the years. Several
years ago the Group was not bidding for work. Now, Veritau regularly
bids for external contracts which are close to £100k, if not more. It
does not take much to exceed the current £100k limit where
contracts run over multiple years.

MT confirmed that he could report back to the board on bids
submitted and successes; including more detail in update reports on
the value and length of contracts.

The board approved the proposed thresholds, as set out in the
report, and approved seeking shareholder approval for corresponding
changes to shareholder agreements.

14 Appointment of directors to Veritau North Yorkshire Limited
Following LGR, Veritau North Yorkshire (which is now a wholly owned
subsidiary of Veritau Limited) is effectively a dormant company. MT
explained that the company still needs directors to be appointed to
undertake routine tasks such as approving the accounts. The
shareholder agreement requires a minimum of four directors to be
appointed. RS and MT are already directors of VNY and MT suggested
to the board that a further three directors be appointed from within
Veritau.

The board approved this proposal.

15 Executive PRP (2022/23)
At the time of the meeting, DM and GF had not completed
performance scoring for 2022/23 and a report was therefore not
available for consideration. Scoring will be completed, and a
recommendation for approval circulated in writing. This will require
unanimous agreement to become effective.

16 Any other urgent business
None.

Date of Next Meeting — TBC



