BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE








     Meeting: 6th March, 2012







     at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Pointer, Thurlow and Wilson.  
Also present were Keith Jackson from Internal Audit and Gina Martlew and Gareth Kelly from the Audit Commission.
28 – Disclosure of Interests

Councillor Burns declared a personal interest in any items relating to Cumbria County Council as she was a Member of that Council.

29 – Minutes

The Minutes of the meeting held on 15th December, 2011 were agreed as a correct record.

30 – Apologies for Absence

An apology for absence was received from Councillor W. McClure. 

31 – Audit Commission Reports – Audit Plan 2011/12 and Certification of Claims and Returns – Annual Report
Gina Martlew from the Audit Commission attended the meeting and presented two reports to Members:-
1.
Audit Plan 2011/12; and

2.
Certification of Claims and Returns – Annual Report.

In respect of the Audit Plan, she reported on two significant risks which were relevant to the audit of the accounting statements:-

1.
The 2011/12 Code adopted the requirements of FRS 30 Heritage Assets.  A heritage asset was a tangible asset with historical, artistic, scientific, technological, geophysical or environmental qualities held and maintained principally for its contribution to knowledge and culture.  She would evaluate the management controls the Council had in place to recognise both ownership and the value of heritage assets.  She would also undertake testing to check that the Council had accounted for heritage assets in accordance with FRS 30 and IFRS Code.
2.
The Council had changed the payroll system it used during 2011/12, with a new service organisation providing the service from November 2011.  Internal Audit had also raised some issues in relation to the old payroll system as used up to October 2011.  She would work with Internal Audit to assess the impact of the control weaknesses identified in the old payroll system on the testing strategy for 2011/12.  
Internal Audit’s findings and conclusions formed its work on the new payroll system would also be considered.  Discussions with the Borough Treasurer would also take place to discuss the impact of Internal Audit’s payroll system testing.  
A number of additional audit procedures were required to be carried out as a result of the Council using a new service organisation, which provided material payroll figures within the financial statements.  She would also carry out detailed payroll testing as part of the final opinion audit ensuring consistency between the two payroll systems and the main financial statements.
Gina Martlew also reported that she would review and report to the National Audit Office on the Council’s Whole of Government Accounts return.  The extent of the review and the nature of her report were specified by the National Audit Office.

In respect of Value for Money (VFM) it was noted that the Auditor’s conclusion on the Council’s arrangements was based on two criteria, specified by the Commission.  These related to the Council’s arrangements for:-

· Securing financial resilience – focusing on whether the Council was managing its financial risks to secure a stable financial position for the foreseeable future; and

· Challenging how the Council secured economy, efficiency and effectiveness – focussing on whether the Council was prioritising its resources within tighter budgets and improving productivity and efficiency.

Gina Martlew reported that she had considered the risks that were relevant to the value for money conclusion and had identified two risks which she would address through her work and would report the findings in the Annual Governance Report.

In respect of the Certification of Claims and Returns – Annual Report, the following key points had been identified:-

1. In 2010/11 the Audit Team had certified seven claims with a total value of over £46,000,000.  Of these four claims and returns had been amended due to errors and two claims and returns were issued a qualification letter because there was disagreement or uncertainty over the content of the claim or return or scheme terms and conditions had not been complied with;
2. The fees charges for the certification work in 2010/11 were £41,821.  There was a significant increase in the audit fee on the benefits claim as a result of more external audit input compared with that required in 2009/10.

It was noted that there had been changes to the Housing and Council Tax Benefits Scheme claim and National Non Domestic Rates Return for 2010/11.  There were also some very minor changes to the Housing finance base data return and the Pooling of housing capital receipts claim.  The value of errors found ranged from £161 to £1,543 and if the error rate for overpaid benefit was extrapolated it could amount to as much as £118,000 in lost subsidy as a result of Council error.  The Council needed to ensure that adequate quality assurance processes were in place to minimise the occurrence of error in claimant benefit assessments which lead to over and underpayments.  The Council also needed to review Northgate system correction report to allocate non Housing Revenue Account benefits for part week cases for misclassification of expenditure.
RESOLVED:- To note the information.

32 – Risk Management
The Policy Review Officer provided Members with the Council’s Risk Register for 2011/12.
He reported that the risk register continued to focus on those business critical risks which were under the control of the Council.  There had not been any changes made to the risk register since it was presented to this Committee in December 2011.  The Chief Executive would have responsibility for the risks that were previously allocated to the Director of Corporate Services until other arrangements were in place. 
The status of these risks and progress against any action plans would continue to be reviewed on a quarterly basis and reported to Management Board, the Leader of the Council and the Audit Committee.

The Risk Register for 2012/13 would be presented to Management Board at their next meeting and would be presented to the Audit Committee in June.
RESOLVED:- To note the information.
33 – Performance Management
The Policy Review Officer submitted a report providing Members with the performance management update for Quarter 3.  He reported that the Council had adopted 4 new Key Priorities as follows:-
1. Provide good quality efficient and cost effective services while reducing overall expenditure;
2. Continue to support housing market renewal including an increase in the choice and quality of housing stock and the regeneration of our oldest and poorest housing;
3. Work to mitigate the effects of the recession and cuts in public expenditure and their impact on the local economy and secure a sustainable and long term economic recovery for our community; and
4. Continue to improve and enhance the built environment and public realm, working with key partners to secure regeneration of derelict and underused land and buildings in the Borough.

The 4 Key Priorities would be used as the basis for all future business planning and to direct the activity of any spare capacity and resources.

Although at this time there wasn’t a formal action plan there were a number of improvement activities being implemented and these included:-
· Undertake a comprehensive service delivery review – Complete;
· Transfer management of waste collection, building cleaning and dog warden services to the street care team to reduce management costs – Complete;
· Undertake a business improvement review of the Development Control service and develop framework for setting local planning fees – Complete;
· Introduce self-financing of Council housing services – Complete;
· Re-let the responsive repair contract – Complete;
· Review housing support services – Complete;
· Update Information Technology and introduce Customer Relations Management service in the Housing department - Subject to delay and had been rolled over to 2012/13;
· Demolish the agreed areas of Marsh Street - On-going expected to be complete in Quarter 4;
· Demolish 100 Abbey Road and carry out external improvements to 102 Abbey Road - On-going; and
· Completion of the all weather soccer centre - The funding for this project was under review.
Performance Indicators

There were a number of national indicators and local indicators where it was appropriate to report data on a quarterly basis. The Council had demonstrated improved performance against these indicators:

· Collection of Council Tax is marginally higher than Q3 2010/11. The collection of National Non Domestic Tax was significantly lower than the previous year due to the timing of payments the position had recovered in January.

· The average number of day’s sickness absence per member of staff had improved against the same period in 2009/10.
· There had been a marginal increase in the number of violent crimes attributable to an increase in harassment and public order offences.

· There had been a decrease in the number of acquisitive crimes particularly household burglaries, the number of robberies remained the same but the number was small (14).

· There had been a decrease in the number incidences of racial violence hate crime reported and zero incidents of racial damage.
Local indicator for Q3 2011/12
	Indicator
	Description
	Q3 2010/11
	Q3 2011/12
	Change

	9
	Percentage of Council tax collected


	83.1
	83.42
	

	10
	Percentage of NNDR collected


	90.21
	88.19
	

	12
	Average number of days sick per member of staff
	7.38
	6.03
	

	126
	Number of burglaries per 1000 households
	3.40
	2.58
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	127a
	Violent offences per 1000 population
	12.67
	12.81
	

	127b
	Robberies per 1000 population
	0.16
	0.16
	

	128
	Vehicle crimes per 1000 population
	2.47
	1.37
	

	218a
	Percentage of abandoned vehicles removed within 24 hours
	75
	90
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	Number of incidences of racial violence
	24
	15
	

	
	Number of incidences of racial Damage
	1
	0
	

	
	Number of hate crimes


	34
	26
	


The national indicators show continuing improvements in waste management and street cleanliness.
National Indicator for Q3 2011/12
	Indicator
	Description
	Q3 2010/11
	Q3 2011/12
	Change

	NI 191
	Residual waste per household


	396
	395
	

	N1192 
	% of waste recycled, composted
	37.0
	38.1
	

	NI 195a
	% of streets that don’t meet the cleanliness standard: litter
	1
	1
	

	NI 195b
	% of streets that don’t meet the cleanliness standard: detritus
	2
	2
	

	NI 195c
	% of streets that don’t meet the cleanliness standard: graffiti
	0
	0
	

	NI 195d
	% of streets that don’t meet the cleanliness standard: fly posting
	0
	0
	


RESOLVED:- To note the information.

34 – Governance Report
The Policy Review Officer submitted a report providing Members with an update on the progress being made towards preparing the Council’s Annual Governance Statement.
He reported that the Council was currently collecting evidence to support the six core principles defined in the CIPFA/Solace framework for delivering good governance. 

These were:-

1.
Focusing on the purpose of the authority and on outcomes for the community and creating and implementing a vision for the local area;

2.
Members and officers working together to achieve a common purpose with clearly defined functions and roles;

3.
Promoting values for the authority and demonstrating the values of good governance through upholding high standards of conduct and behaviour;

4.
Taking informed and transparent decisions which were subject to effective scrutiny and managing risk;

5.
Developing the capacity and capability of members and officers to be effective; and

6.
Engaging with local people and other stakeholders to ensure robust public accountability.
It was noted that one piece of evidence was the Code of Corporate Governance which has been updated to include the role of the Chief Financial Officer.  A copy of the latest version had been appended to the report.

RESOLVED:- To endorse the Code of Corporate Governance.
35 – Internal Audit – Progress Report April 2011 to February 2012
The Council’s Internal Audit Manager had attended the meeting to present the report to Members.

The report contained a statistical summary of the total number of audit recommendations (93).  It was noted that 87 had been fully accepted, 5 partly accepted and 1 had not been accepted.  Each of the recommendations had been assigned a priority graded 1-3; 1 being major issues and 3 being minor issues.  A breakdown of restricted assurance audits had been appended to the report.

The Assistant Director of Regeneration and Community Services had attended the meeting to clarify why variations to the Construction of Link Road Phase II – Cornmill Crossing to North Contracts.
He informed Members that in total there had been 48 variations to the Contract;       8 were at no cost, 20 had a variation of between £400 and £5,000, 10 had a variation of between £6,000 and £12,000, 6 had a variation of between £14,000 and £21,000, and 3 had a variation of between £29,000 and £55,000.  There was 1 variation with a saving of between £19,000 and £45,000.
He reported that the overall project had a value of almost £3.5M which balanced within £40,000.  He stated that out of the 62 budget heads there was only 1 which had gone over budget by 10% and agreed that this should have been reported to Executive Committee, but was an oversight, however he stated that a number of decision had to be made quickly and due to the size of the project and the number of risks involved he did not wish to risk losing the secured funding as this had to be spent within a certain timeframe.

RESOLVED:- To note the report.

36 – Internal Audit Plan 2012-2013
The Borough Treasurer reported that under Section 151 of the Local Government Act 1972, he had the responsibility to ensure the proper management of the finances of the Council.  In order to achieve this, an Internal Audit function needed to be maintained to provide him with the assurance necessary to discharge his duties under Section 151.
He reported that the Internal Audit function examined and evaluated the adequacy of the Council’s system of internal controls as a contribution to ensuring that resources were used in an economical, efficient and effective manner.

Internal Audit was an independent and objective appraisal function established by the Council for reviewing the system of internal control.  This was in compliance with the Accounts and Audit Regulations 2003 as amended, which specifically required a local authority to maintain an adequate and effective system of internal audit.  This work had been delivered by way of a risk-based approach to the Internal Audit planning process; resulting in the production of an Annual Audit Plan which needed to be approved by this Committee.

The proposed programme was:-
	Audit
	Significance Band
	Directorate
	Days 

	ANNUAL AUDITS
	 
	 
	 

	Income Collection
	1
	Borough Treasurer's 
	15

	Housing and Council Tax Benefits
	1
	Borough Treasurer's 
	35

	Council Tax
	1
	Borough Treasurer's 
	12

	Performance Management
	2
	Corporate Services
	5

	Business Rates (NNDR)
	1
	Borough Treasurer's 
	10

	Risk Management 
	1
	Corporate Services
	9

	Financial Information System
	1
	Borough Treasurer's 
	9

	Budgetary Control
	2
	Borough Treasurer's 
	9

	Treasury Management
	2
	Borough Treasurer's 
	7

	Car Park Meter Income
	2
	Regeneration and Community Services
	10

	Payroll (inc. Expenses)
	2
	Borough Treasurer's 
	18

	Accounts Receivable
	2
	Borough Treasurer's 
	10

	Corporate Control/Governance
	2
	Corporate Services
	3

	Periodic Checks
	2
	Borough Treasurer's 
	24

	Procurement (inc. Ordering)
	2
	Corporate Services
	14

	Accounts Payable
	2
	Borough Treasurer's 
	10

	Housing Rents
	2
	Regeneration and Community Services
	10

	Standing Orders/Financial Regs/Anti Fraud
	2
	Corporate Services/Borough Treasurers
	10

	Housing Non Routine Maintenance
	2
	Regeneration and Community Services
	15

	IT Environment Audits
	1
	 
	25

	Contract Audit
	1
	 
	70

	RISK ASSESSED SYSTEMS
	 
	 
	 

	Partnership Arrangements
	2
	Corporate Services
	7

	The Forum
	3
	Corporate Services
	10

	Disbursed Homeless Accommodation
	4
	Regeneration and Community Services
	6

	Document Retention
	4
	Corporate Services
	7

	Cemeteries and Crematorium
	4
	Regeneration and Community Services
	4

	Refuse and Recycling (Waste Container Stock)
	4
	Regeneration and Community Services
	10

	Allotments
	5
	Corporate Services
	7

	DESIGNATED ANNUAL AUDIT ACTIVITY
	 
	 
	 

	VFM Reviews/Cash Floats/Receipt Books 
	-
	 
	20

	Community Organisations (inc. Mayor's Account)
	-
	 
	22

	Fraud Hotline
	-
	 
	12

	Funding Checks/Grant Claims
	-
	 
	12

	NFI Responsibilities
	-
	 
	25

	AUDIT MANAGEMENT
	 
	 
	 

	Implementation Review
	-
	 
	12

	Probity
	-
	 
	12

	Audit Administration
	-
	 
	10

	Audit Committee
	-
	 
	6

	Audit Management/Planning/Reporting
	-
	 
	10

	External Audit Liaison
	-
	 
	3

	CONTINGENCY
	-
	 
	5

	TOTAL CONTRACT DAYS
	 
	 
	530


RESOLVED:- To agree to approve the Internal Audit Plan for 2012/13.

37 – Internal Audit – Final Reports
The Borough Treasurer reported that Internal Audit had completed a number of audits in accordance with the approved annual programme.  On completion, final reports were presented to this Committee for consideration.

The Council’s Internal Audit Manager attended the meeting to present the reports to Members.

There had been 9 final reports appended for consideration.  Assurance levels for these reports were 3 Restricted and 6 Substantial.  The reports included:-

1. Catering Contract - The Forum – Restricted Assurance;

2. Performance Management – Substantial Assurance;

3. Risk Management – Restricted Assurance;

4. Accounts Receivable – Substantial Assurance;

5. Park Leisure Centre – Substantial Assurance;

6. Grounds Maintenance – Substantial Assurance;

7. Sutherland Street - Group Repairs – Restricted Assurance;

8. Hartington Street – Substantial Assurance; and

9. IT General Controls - Liberata – Substantial Assurance.

Referring to the Catering Contract Members had been requested to note that a draft contract for the continuation of the service was drawn up by Sodexo in 2007: at the time of the audit review, this had not been agreed and finalised.  Members requested the Community Services Manager be invited to the next meeting to discuss the arrangements.
The Borough Treasurer recommended a standing item be placed on future agendas inviting Senior Officers to provide additional information in relation to Restricted Assurance levels if necessary.
RESOLVED:- (i) To note the report;
(ii) To agree for a standing item to be included on future agendas inviting Senior Officers to provide additional information in relation to Restricted Assurance levels if necessary.
REFERRED ITEM
THE FOLLOWING MATTER IS REFERRED TO COUNCIL FOR DECISION

37 – Review of Financial Regulations and Contract Standing Orders
The Borough Treasurer submitted a report informing Members that Financial Regulations were required to be reviewed regularly to keep them relevant and current.  The Contract Standing Orders had also been reviewed.  They were both last reviewed in December 2010.
The reviewed Financial Regulations and Contract Standing Orders were appended to the report.

The main amendments to the Financial Regulations were:-

	Reference
	Amendment

	Whole document
	Officer designations updated

	Whole document
	Presentational amendments

	Whole document
	A few amendments to the flow of existing text

	Section 2.1.d
	Regulation reference updated

	Section 3
	Text relating to value for money removed – relates to Section 8

	Section 4.2.b
	Strategy/Plan reference updated

	Section 6.6
	Added to reflect current (also best practice)

	Section 8
	Added reference to the Bribery Act 2010

	Section 8.1.d
	Added the requirement to complete the Contract Management Checklist (current practice)

	Previous Section 8.5.b
	Removed paragraph relating to Cumbria County Council using their Contract Standing Orders instead of the Borough Councils

	Section 10.3.b
	Added the requirement to complete the Contract Management Checklist (current practice)

	Previous Section 10.3.b
	Removed paragraph relating to Cumbria County Council using their Contract Standing Orders instead of the Borough Councils

	Section 11.3.b
	Added fines and licences as issued outside the corporate debtors system

	Previous

Section 11.10.b
	Removed paragraph relating to staff involved taking two weeks leave – relates to Section 16

	Section 13.3.a
	Amended cheque book to banking facilities

	Section 14.4 and 14.5
	No text changes, Data now has its own Section

	Section 19.6
	Added the word bribery

	Section 20
	Added the word bribery

	Previous Section 20.3
	The reference to Scrutiny is not relevant in this Section 

	Section 20.3
	The Standards Committee is deleted from April 2012 – Audit Committee assumes these duties

	Section 20.6
	New paragraph relating to the Bribery Act 2010

	Section 21.2
	Amended the areas covered by the Audit Commission (presentational)


The main amendments to the Contract Standing Orders were:-

	Reference
	Amendment

	Whole document
	Officer designations updated

	Whole document
	Presentational amendments

	Whole document
	A few amendments to the flow of existing text

	Section 1
	European Union tendering requirements set out in more detail

	Section 3
	New Section added relating to the Selection of Tenderers

	Section 4

bullet 6
	Additional clause for tender notices

	Section 5

2nd paragraph
	Text added at the beginning and end to match current practice

	Section 6
	Final sentence added to match current practice

	Section 8
	Deleted ‘Members’ from the assessment of tenders to match current practice

	Section 10
	Reference to specific Officer removed

	Section 13
	Reviewed to clarify the issues that must be covered by written contracts – previous points relating to corruption and discrimination deleted incorporated into the new points

	Section 14
	Added in the exceptions to be in consultation with the Chairman or Vice-Chairman of the Executive Committee

	Section 15
	Added in the reason for sealing

	Section 16
	Added the requirement to complete the Contract Management Checklist and the Final Account being checked by Internal Audit prior to payment


RECOMMENDED:- To recommend the Council to approve and adopt the reviewed Financial Regulations and Contract Standing Orders and incorporate them into the Constitution.
The Chairman informed the Committee that Mohamad Saleh, Borough Treasurer would be retiring after 21 years and 6 months service on 15th April, 2012 and requested that the Committee’s thanks and appreciation for the support over the years be placed on record.

The meeting closed at 3.35 p.m.

