BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE







Meeting Thursday 6th March, 2014






at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Pointer (Vice Chairman), Doughty, Murray and Thurlow.
Also present were Jackie Bellard and Len Cross from Grant Thornton and Keith Jackson from Internal Audit.
41 – Declarations of Interest
Councillor Pointer declared an Other Registrable Interest in Agenda Item 21 – 2013-2014 Accounts Update (Minute No. 56) as he was a member of the Barrow and District Disability Association, a member of the Credit Union and the Council’s nominated representative on Barrow Citizens’ Advice Bureau.

42 – Minutes

The Minutes of the meeting held on 12th December, 2013 were taken as read and confirmed.
43 – Apologies for Absence/Attendance of Substitute Members
An apology for absence was received from Councillor W. McClure.
44 – Risk Management

The Policy Review Officer attached as an appendix to his report, the Risk Register for 2013-2014.  He reported that the Register continued to focus on those business critical risks which were under the control of the Council.  The Risk Register had been reviewed by Management Board at their meeting on 10th February, 2014 and the following change had been made:-
The mitigated impact score for Risk 6 – The impact of welfare reform, had been reduced from 4 to 3 giving a risk score of 12.  The Housing Manager had been satisfied that the mitigating actions were effective.

It was noted that Management had agreed a number of operational risks, full details of which had been appended to the Policy Review Officer’s report.  The Operational Risks would be used to inform the development of the Council’s Business Continuity Plan.

A Member had suggested that a RAG (Red, Amber, Green) reporting method for the risks would be useful.  The Policy Review Officer advised that he would look into that and seek approval from Management Board to amend the reporting patterns.

RESOLVED:- To note the information.

45 – Code of Corporate Governance

The Policy Review Officer reported that the Council produced a Code of Corporate Governance which was reviewed on an annual basis.  A draft version of the Code had been tabled at the last meeting on 12th December, 2013 (Minute No. 39 refers).  He reported that he had received feedback from the Chairman and Vice Chairman of this Committee and that the draft version had also been presented to the assurance group who had provided their feedback. 

Some minor changes had been made to the wording of the document but they did not impact on its content.

This Committee had been invited to endorse the Code of Corporate Governance which had been attached as an appendix to the Policy Review Officer’s report.

RESOLVED:- To endorse the Code of Corporate Governance and agree that it could be published on the Council’s website.
46 – Monitoring Priority 1 Recommendations

The Policy Review Officer reported that Internal Audit undertook reviews of Council’s systems as identified in the Annual Audit Plan.  The audit conclusion may include Priority 1 Recommendations which related to major issues that needed to be brought to the attention of Senior Management.  Senior Managers would consider the recommendations and determine whether to accept or reject them.  If the recommendations were accepted, the Manager would be agreeing to implement those recommendations.

To ensure that all agreed Internal Audit Priority 1 Recommendations were implemented in a timely manner they were now tracked by Management Board. 

At the last meeting of this Committee there had been just one outstanding Priority 1 risk relating to the Business Continuity Plan and that was still outstanding.  A draft Business Continuity Plan had been submitted to Management Board in June 2013 and the Council had been working on the infrastructure to support the Information and Communication Technology Disaster Recovery Plan.  It was noted that an alternative location for replica computer servers and telephone systems had now been identified and that the Council were currently in the process of obtaining quotations for communication links between the Town Hall and the remote location.  It was anticipated that this would be completed by the end of Quarter 4 or early in Quarter 1.

RESOLVED:- To note the information.

47 – Internal Audit Final Reports

The Borough Treasurer reported that Internal Audit had completed a number of audits in accordance with the approved Annual Plan.  On completion, the final reports were presented to this Committee for consideration.

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

There had been five final reports appended for consideration.  The reports included and their assurance levels were as follows:-

1. Document Retention – Substantial Assurance;
2. National Non Domestic Rates – Substantial Assurance;
3. Budgetary Control – Substantial Assurance;
4. Payroll – Unqualified Assurance; and
5. Dock Museum New Access and Replacement Car Park – Substantial Assurance.
Members considered the reports and raised questions with the Head of Internal Audit.

In respect of the Dock Museum New Access and Replacement Car Park it was noted that the total works had been valued 22.3% higher than the original tender.  A Member had questioned how this would impact on the second closest tender and the Borough Treasurer advised that the increase specifically related to traffic issues which had been reported formally to the Executive Committee.
RESOLVED:- To note the Internal Audit Final Reports.

48 – Internal Audit Progress Report

The Borough Treasurer reported that the Internal Audit Progress report for the period 1st April, 2013 to 25th February, 2014 had been produced by the Head of Internal Audit.
The Head of Internal Audit attended the meeting to present the report to Members.

No Priority 1 recommendations had been made within the reporting period.  

The report contained a Statistical Summary of the number of audit recommendations (39).  It was noted that 36 of the recommendations had been fully accepted and 3 partly accepted.  Each of the recommendations had been assigned a priority graded 1-3, 1 being major issues and 3 being minor issues.  29 had been assigned Priority 2 and 10 had been assigned Priority 3.

A Member had questioned how long it had been since the last audit of Barrow Playing Field Users Association.  The Head of Internal Audit advised that it had been in excess of two years and it was anticipated that the next audit would be completed within twelve months.

In respect of the Catering and Events Management audit assignment which had been given a Restricted assurance, a Member had questioned how long it would be before the assurance became Substantial.  The Head of Internal Audit advised that it was anticipated that the audit would be finalised and reported to the next meeting of this Committee.

RESOLVED:- That the report be received.

49 – Internal Audit Annual Plan 2014-2015
The Borough Treasurer reported that the Internal Audit Annual Plan for 2014-2015 had been produced by the Head of Internal Audit.  The Head of Internal Audit attended the meeting to present the report to Members.  He informed the Committee that the number of days allocated to each audit had been done on a risk based approach.  
A copy of the Internal Audit Annual Plan for 2014-15 had been appended to the report.

RESOLVED:- That the Internal Audit Annual Plan for 2014-2015 be agreed.

50 – External Audit Certification Report 2012-2013 Update
Jackie Bellard of External Audit reported that the Certification Report for 2012-2013 had been presented at the meeting on 12th December, 2013 and that since then an additional appendix setting out the audit fees had been produced, this had been appended to the report for Members’ information.
RESOLVED:- To note the additional appendix of the Certification Report for 2012-2013.

51 – External Audit Benchmarking Financial Resilience

Jackie Bellard of External Audit reported that a report benchmarking the Council’s arrangements for financial resilience had been produced; a copy of which had been appended to the report.  It was noted that the report included a review to determine whether Councils had proper arrangements in place for securing financial resilience.  In doing so, External Audit considered whether Councils had robust financial systems and processes in place to manage their financial risks and opportunities, and to secure a stable financial position that enabled them to continue to operate for the foreseeable future.  The benchmarking compared the Council with the total population of over 130 Councils and also with sub-populations as follows:-
· Cumbria Councils only; and

· District Council type only.

The Financial Resilience report assessed the Council as Green and concluded that whilst the Council had, in common with all Local Authorities, faced a significant reduction in the level of financial support it received from Central Government, its current arrangements for securing financial resilience were appropriate.

RESOLVED:- That the report be received.

52 – External Audit Committee Update
Len Cross of External Audit presented the Audit Committee Update report to Members.  The report provided the Committee with details of the Auditor’s progress in delivering their responsibilities as External Auditors.  It also included a summary of emerging national issues and developments that may be relevant to the Council as well as a number of challenging questions in respect of those emerging issues which the Committee may wish to consider.
A table of progress as at March 2014 had been presented as follows:-

	Work
	Planned Date
	Complete?
	Comments

	2013-2014 Accounts Audit Plan

External Audit are required to issue a detailed accounts audit plan to the Council setting out their proposed approach in order to give an opinion on the Council’s 2013-14 financial statements.


	
	March
	External Audit would submit and present the 2013-14 accounts audit plan to the Borough Treasurer and the Audit Committee Chair for agreement ahead of it being formally tabled at the next Audit Committee meeting in June.

	Interim Accounts Audit

External Audit’s interim fieldwork visit included:

· Updating their review of the Council’s control environment;

· Updating their understanding of financial systems

· Review of Internal Audit reports on core financial systems;

· Early work on emerging accounting issues;

· Early substantive testing; and

· Proposed Value for Money conclusion.
	November to December 2013
	In progress
	The outcome of External Audit’s interim coverage would inform the nature and scope of their opinion audit coverage on the Authority’s financial statements.

	2013-14 Final Accounts Audit

Including:-

· Audit of the 2013-14 financial statements;

· Proposed opinion on the Authority’s accounts; and

· Proposed Value for Money conclusion.


	June – September 2014
	June – September 2014
	External Audit would discuss and agree the timing of their audit coverage, working papers and key finance staff availability to ensure the audit is conducted and concluded in a timely, efficient and effective manner.

	Value for Money (VfM) Conclusion

The scope of work to inform the 2013/14 VfM conclusion comprises a review of relevant documentation and discussion with key contacts to assess the Council’s arrangements against the Audit Commission’s VfM criteria.

	January – June 2014
	September 2014
	External Audit would have substantially completed their VfM audit conclusion work before they commence their opinion audit coverage.
They would reach their final VfM conclusion in September having considered, amongst other things, the potential impact of any issues arising from the financial accounts audit.


The Borough Treasurer had provided comments on the issues identified in the table above under the Agenda Item ‘2013-2014 Accounts Update’ (Minute No. 57 refers).

RESOLVED:- To receive the External Auditor’s report.

53 – External Audit Plan for the Year Ended 31st March, 2014
The Borough Treasurer reported that the External Audit Plan for the year ended 31st March, 2014 was currently being prepared and required the results of interim accounts work before it could be finalised.  Given that the next meeting of this Committee was in June 2014, she had requested that acceptance of the External Audit Plan for the year ended 31st March, 2014 be delegated to herself and the Audit Committee Chairman.  Once accepted, the External Audit Plan would be circulated to Audit Committee Members and reported to the next meeting of the Committee.
RESOLVED:- To agree that the External Audit Plan for year ended 31st March, 2014 be accepted by the Borough Treasurer and the Audit Committee Chairman.  The External Audit Plan would then be reported to the next Committee meeting.

54 – Accounting Policies 2013-2014

The Borough Treasurer reported that the Council’s Accounting Policies had been reviewed to ensure that they remained relevant, current and reflected best practice. 

It was noted that it was the responsibility of the Borough Treasurer to select suitable accounting policies and apply them consistently.  Any significant changes in accounting policies were reported in the Statement of Accounts.  These changes would be highlighted in the Code of Practice on Local Authority Accounting in the United Kingdom each year.

Accounting policies were the specific principles, bases, conventions, rules and practices applied by an Authority in preparing and presenting financial statements.

The revised accounting policies had been appended to the Borough Treasurer’s report for Members’ information, the changes had been summarised as follows:-

· Minor amendments to the HRA Income and Expenditure Statement and the Major Repairs Reserve under the new self-financing arrangements;
· Amendments to the Comprehensive Income and Expenditure Statement to comply with IAS 1 Presentation of Financial Statements (to show gross income and gross expenditure);
· Revisions to comply with IAS 19 Employee Benefits concerning definitions, disclosures, classification and measurement, including termination benefits and post-employment benefits;
· Clarification of recognition and measurement in relation to property, plant and equipment; and
· Amendments for the requirements of the localisation of business rates.

Changes in Accounting Policy 

Where a change in accounting policy was required by the Code, an Authority should disclose the information that might specifically be required by the Code.  For other voluntary changes in accounting policy made by an Authority, disclosure would be required of:

· the nature of the change in accounting policy;
· the reasons why applying the new accounting policy provides reliable and more relevant information;
· for the current period and each prior period presented, to the extent practicable, the amount of the adjustment for each financial statement line item affected;
· the amount of the adjustment relating to periods before those presented, to the extent practicable; and

· if retrospective application was impracticable for a particular prior period, or for periods before those presented, the circumstances that led to the existence of that condition and a description of how and from when the change in accounting policy has been applied.

Future Accounting Standards – Disclosures

Where a new standard has been published but had not yet been adopted by the Code, Local Authorities would be required to disclose information relating to the impact of the accounting change.  In making the disclosures required, practitioners would be recommended to disclose:

· The title of the new standard;
· The nature of the change in accounting policy or policies;
· The date by which the standard or interpretation would be likely to apply to Local Authorities;
· A discussion of the impact that the introduction of the new standards would be likely to have on the financial statements estimated on a reasonable basis. If an estimate cannot be made on a reasonable basis because, for example, the base data required to estimate the impact of the new standard was not available, then the financial statements should clearly explain that that was the case.

Accounting Policies for 2013-2014

The specific accounting policies that had been updated were:

· Council Tax and Business Rate Transactions – for localised business rates;
· Employee Benefits – the Local Government Pension Scheme section;
· Government Grants – Efficiency Support Grant section in place of Transition Grant section;
· Heritage Assets – removal of year end balances; and
· Leases – inclusion of peppercorn leases in the wording.
RESOLVED:- To approve the Accounting Policies for the Council’s 2013-2014 Statement of Accounts.
55 – Going Concern
The Borough Treasurer reported that the Council was required to assess and determine that it was appropriate to prepare the financial statements on a going concern basis.  The review should take account of all available information about the future, which was at least, but not limited to the next twelve months from the end of the reporting period.

The accounts of the Council for the period 1st April, 2013 to 31st March, 2014 would be prepared on a going concern basis.  That basis assumed that the Council would be able to realise its assets and liabilities in the normal course of business and that it would continue in business for the foreseeable future.

The Borough Treasurer advised the Committee that Management Team had considered all relevant factors and determined that the going concern concept applied to the Council.

RESOLVED:- To agree that the Council was a going concern and that it was appropriate for the accounts to be prepared on a going concern basis.
56 – 2013-2014 Accounts Update 

The Borough Treasurer submitted a report providing an update on the 2013-2014 Accounts, highlighting changes and updates that had occurred.  The report also provided an update on the items highlighted for review following the 2012-2013 Accounts audit.
She reported that the annual closedown timetable had been prepared and was being taken out to Managers by the Accountants.  She reported that her Department had been absorbing a maternity leave during the closedown and all of the associated cost centres had been distributed amongst the remaining Accountants.  The Accountancy Services Manager would manage the workload as part of managing the Accountants as a whole.

It was noted that from April, the Borough Treasurer would be taking on additional responsibilities and duties.  However, she assured Members that this would not take her away from working on the Council’s Statement of Accounts.  In the longer term it was likely that she would stop preparing some of the items in the Accounts but retain her quality assurance and technical compliance role.  For the 2013-2014 closedown she would continue to prepare various items within the Accounts and provide technical advice when required.  

The data requests for Departments, Members and Officers had all been prepared and would be despatched nearer to the year end.

The Accountancy Services Manager and the Financial Services Manager had been attending the CIPFA/Grant Thornton closedown workshop in March 2014 and would be briefing the Accountants on their return.

The Statement of Accounts document would be brought forward for updating.  The working paper file structure had been brought forward ready for use.
Items highlighted in 2012-2013 audit

There were three areas highlighted for review following the 2012-2013 Accounts audit and these were reported in the Securing Financial Resilience report presented at the previous meeting.

· Sickness levels;

· Medium Term Financial Plan; and

· Segmental reporting.

Sickness levels

Sickness reports had been submitted by the HR Manager to Management Board on a quarterly basis.  The new occupational health provider commenced on the 1st October, 2013.  At quarter 3 the number of day’s absence per employee was 8.36 days compared to 9.44 days for the previous year.  The reasons for the absences had also reported as had the split between long term and short term absences:
· Long term 1,180 days

· Short term 426.5 days

There was currently one employee who had been absent for over a month and two employees that were on long term sick had commenced phased returns.  Return to work interviews were monitored to ensure that timely action could be taken where necessary.

The complete average number of days would not be known until the end of the financial year.

Medium Term Financial Plan

The Medium Term Financial Plan had been updated for the Efficiency Support Grant and the Workforce Strategy at the Executive Committee of the 13th November, 2013.  The quarterly Council Finances report now included a section relating specifically to the Medium Term Financial Plan.

Segmental reporting

The Council’s reporting divisions for resource allocation decisions had been reviewed.  The following divisions would be included in the quarterly Council Finances report:

· Corporate and Support Services;
· Public Housing and Homelessness;
· Regeneration and the Built Environment;
· Community Services; and
· Revenue and Benefits.
This would be reported in addition to the whole General Fund and separate, Housing Revenue Account.  The quarterly report format would be reported to the Executive Committee on the 26th March, 2014, for approval.

Other Updates

The External Auditors update report on the agenda today identified a number of recent issues or current affairs (Minute No. 52 refers).  The Borough Treasurer provided Members with the Council’s arrangements in relation to each item summarised as follows:-
· Tough Times 2013

· Balanced 2014-2015 budget to Council on 4th March, 2014.

· Medium Term Financial Plan to Council on 8th April, 2014.

· Local Audit and Accountability Act

· Report on auditor panel to follow.

· Financial settlement 2014-2015:

· Balanced 2014-2015 budget to Council on 4th March, 2014.

· Support for UK high streets

· Impact estimated for NNDR1 return, total £1.3m.

· Councils would receive a section 31 grant to fund these initiatives.

· Instalments may impact on monitoring in year.

· New homes

· HRA following 30 year business plan to repay existing debt.

· New Homes Bonus may be changing from 2015-2016.

· Tipping Point

· £4.4m into £5m four year Budget Strategy.

· Council Priorities and Workforce Strategy recently agreed.

· Medium Term Financial Plan about to be updated.

· Alternative Delivery Models

· NW Employers 3 day course for Management Board and Business Improvement Team in January.  Discussions currently under review for Management Group session in March.

· Welfare Reforms

· Annual update to Executive Committee.

· Universal credit currently programmed for 2016-2017 for Barrow Borough Council.

· Revenues & Benefits Client Manager attends briefings with the Job Centre, DWP and the Pension Service.

· Welfare Reform Group includes the Council other agencies; Citizen’s Advice Bureau, Barrow and District Disability Association, Age UK, Barrow and District Credit Union, Mind in Furness, Project John, and Accent Group.

· Local Council Tax Support scheme agreed for 2014-2015.

· Revaluing Assets

· This has been discussed with the Valuers.

· There were no changes to the classes of assets held by the Council.

· Business Rate Appeals

· Ongoing liaison with the Valuation Office established.

· 31st March, 2014 appeals estimated for NNDR1 return, total £1.4m.

· Calculation would be performed as part of closedown process after discussion at the Cumbria Chief Finance Officers group.
· Pensions Accounting

· Actuarial services would be secured under the usual Cumbria arrangements.

· The Council was not considering an early repayment.

· Pension Scheme

· Cumbria County Council and YPS had both hosted pension conference/workshops and the Council was aware of the changes from 1st April, 2014.

· The payroll provider was prepared for the changes.

· Monthly data exchange on Excel templates agreed with the pension fund.

RESOLVED:- To receive the Borough Treasurer’s report.
57 – Audit Committee Work Plan

The Borough Treasurer submitted a report setting out the Audit Committee Work Plan which would be the basis for the agenda of the meetings throughout 2014-2015.

The items listed within the plan were not exclusive as others could be brought to the Audit Committee as appropriate.  Any recurring items would be built into the Work Plan.

The Work Plan was based on the Terms of Reference for the Audit Committee as set out in the Council’s Constitution.  The reports were aligned to the relevant area, together with the reporting Officer and the reporting cycle noted in the final columns.
The Audit Committee Work Plan had been appended to the Borough Treasurer’s report.

RESOLVED:- That Members agree the Work Plan for 2014-2015.
REFERRED ITEMS

THE FOLLOWING MATTERS ARE REFERRED TO COUNCIL FOR DECISION

58 – Financial Regulations and Contract Standing Orders
The Borough Treasurer reported that the Financial Regulations provided the overall key control framework to enable the Council to exercise effective financial management and control of its resources and assets.  The Regulations supported and protected Members and staff in the performance of their duties where financial issues were involved.

The Contract Standing Orders applied to the purchase by or on behalf of the Council of works, supplies (goods) and services with a contract value of £100,000 and above.

Both the Financial Regulations and Contract Standing Orders had been reviewed and amendments had been proposed to the documents, as outlined in the Borough Treasurer’s report.  Full copies of the revised documents had been appended to the report.
It was noted that the Financial Regulations and Contract Standing Orders would be formally endorsed by the Council as a key part of the Council’s Constitution.

RECOMMENDED:- To recommend the Council to approve the amendments to the Financial Regulations and Contractor Standing Orders as outlined below:-
Financial Regulations Amendments:-
· Borough Treasurer changed to Director of Resources;
· Deputy Executive Director changed to Director of Resources or removed;
· Chief Accountants changed to Accountancy Services Manager and Financial Services Manager;
· Sustainable Community Strategy and key priorities changed to Council Priorities;
· Personnel changed to HR;
· Virement limit introduced for Accountancy Services Manager and Financial Services Manager;
· Section 7, 4.b, amended to better reflect matching supplements where additional income or grant is matched by expenditure;
· Section 8, 1.b, amended to include the use of Contract Standing Orders below £100,000;
· Section 8, 4.d, amended to include Accountancy Services Manager and Financial Services Manager;
· Section 11, paragraph 8, item deleted as NNDR is now localised and this referred to the National Pool;
· Section 13, 4, amended to include Accountancy Services Manager and Financial Services Manager;
· Section 14, paragraph 5 all deleted as this is covered in the Information Security Policy; and
· Section 19, 9, amended to include the Leader of the Council, other Members and External Auditors.

Contract Standing Orders Amendments:-
· Deputy/Chief Officer amended to Responsible Contract Manager;
· As appropriate amended the reference to appropriate Chief Officer to Capital Programme Group or Management Board;
· Section 1 amended to include the use of Contract Standing Orders below £100,000;
· Section 1 amended as the EU thresholds were reset on 1st January, 2014;
· Section 2 added to set out the Council’s minimum contract award process;
· Section 4 amended to include the requirements of a framework agreement – pre-vetted contractors;
· Section 5 amended to include the time of the tender submission;
· Section 6 amended to include the retention of tender packaging, recording electronic tender opening in the Council’s tender opening register and that tenders should normally be opened by Council Officers with the appropriate Member presence;
· Section 13 renamed ‘Project Review Report’ and amended to clarify post implementation reporting requirements;
· Section 14 renamed ‘Contract Clauses’ and amended to include the requirement for Data Sharing Agreements; and
· Section 14 amended to remove reference to the 2.5% final account.
59 – Anti-Fraud Policies

The Borough Treasurer reported that the Anti-Fraud and Corruption Policy sets out the Council’s commitment to the prevention and detection of fraud and corruption.  It outlined the responsibilities of staff, Members and management and set out the procedures to be followed where suspicion of financial or other irregularity was raised. 

The Whistle Blowing Policy applied to all staff, Members and those Contractors working for the Council on the Council’s premises.  The Policy set out the Council’s expectation that serious concerns were raised.   

Both the Whistle Blowing Policy and the Anti-Fraud and Corruption Policy had been reviewed and amendments had been proposed to the documents, as outlined in the Borough Treasurer’s report.  Full copies of the revised documents had been appended to the report.

The Anti-Fraud and Corruption Policy was published on the Council’s website and the Whistle Blowing Policy on the Council’s Intranet.  It was noted that both policies would be promoted to staff again following this meeting and that the revised documents would also be issued to Members.
RECOMMENDED:- To recommend the Council to approve the amendments to the Whistle Blowing Policy and Anti-Fraud and Corruption Policy as outlined below:-

Whistle Blowing Policy:-

· The reporting of Fraud Hotline usage to the Audit Committee had been added.
Anti-Fraud and Corruption Policy:-
· Personnel changed to HR (Human Resources);
· Deputy Executive Director changed to HR Manager (for staff related issues) or removed;
· Borough Treasurer changed to Director of Resources;
· External Auditor, Grant Thornton added; and
· Reporting of Fraud Hotline usage to Audit Committee added.

The meeting closed at 3.42 p.m.
