BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE







   Meeting Thursday 7th March, 2013






   at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Pointer (Vice-Chairman), Murray, Thurlow and Wilson.
Also present were Mr Ian Boit and Mr Neil Krajewski from Grant Thornton.

40 – Minutes

The Minutes of the meeting held on 13th December, 2012 were taken as read and confirmed.
41 – Annual Governance Statement
The Policy Review Officer reported that the Council had responsibility for ensuring that Council business was conducted within the law and proper standards, and that public money was safeguarded and properly accounted for.  Part of this governance process was the preparation and publication of an Annual Governance Statement which was a self assessment of how effective the Council considered its governance arrangements to be.  To make this process more robust the Council had set up a Manager’s Assurance Group to examine governance arrangements in service areas and provide assurance statements for those areas.
The group had reviewed similar processes at other Councils and had used this information to develop an Annual Assurance Statement in the form of a questionnaire.

It was intended that operational managers used the assurance questionnaire to raise awareness of key areas of good governance, i.e. risk management, contract management and performance management with their staff.  They could then work with staff to assess whether the questions were relevant to their operational areas and identify if there were any gaps. 

Management Board had agreed that this was an appropriate process for gathering information and all operational managers would be briefed about the assurance gathering questionnaire at the next meeting of Management Group on 4th March, 2013.

A copy of the assurance statement was attached for Members’ information.
RESOLVED:- That the report be noted.

42 – Monitoring Priority 1 Recommendations
The Policy Review Officer reported that Internal Audit undertook reviews of Council systems as defined 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 considered the recommendations and determined whether to accept or reject them.  If the recommendation was accepted the manager was agreeing to implement the recommendation.

To ensure that all agreed Internal Audit Priority 1 recommendations were implemented in a timely manner they were now tracked by Management.  Progress against the implementation of the Priority 1 recommendations that were agreed in 2011/12 were detailed in his report and there had not been any additions to this list in 2012/13 to date.

The business continuity arrangements were discussed by Management Board in October and it was agreed that the Council would identify key operational risks and use this information to inform the Business Continuity Plan.  It was anticipated that the Business Continuity Plan would be developed in Quarter 1 of 2013/14.

Regarding the Forum Catering Contract the Assistant Director of Community Services was continuing the preparations for the tendering process and was considering the report from the consultant who was commissioned to assist in the preparation.

Members of the Audit Committee suggested that the wording on the risk plan with regards to contracts may need to be strengthened and this should be assessed.
RESOLVED:- That the report be agreed.
43 – Risk Management
The Policy Review Officer submitted a report and attached the Risk Register for 2012/13 to his report.  It continued to focus on those business critical risks which were under the control of the Council.  
The Risk Register was reviewed by Management Board at their meeting in January 2013 and the following changes were agreed:-

· The former risk regarding the impact of redundancies on service delivery and staff had been subsumed into Risk 3: Impact of spending review on service delivery.  The rationale for this change was that redundant posts had been removed and the Council was aware of the impact that it had had.  As a result the score for the mitigated impact had been increased to reflect the short-term impact on capacity to deliver some services.  The Council was continuing to monitor business critical posts and would recruit staff as necessary.

· Risk 4: Impact of changes to benefit system on income for the housing department.  To mitigate this impact a new post had been created to assist with income recovery.  The mitigating action had been changed to reflect this new post but the risk scores remained the same.

· The former risk regarding changes to the Local Council Tax reduction scheme had been removed.  The Council had agreed to absorb the reduction in the grant and this was reflected in the budget.

· Risk 7: The reduction in recycling reward scheme had been replaced because the Council’s bid for Weekly Collection Support Scheme funding was successful.  A new risk, failure to reduce the cost of the cleansing contract had been identified to mitigate the longer term impact of the reduction in the recycling reward grant.

· The likelihood score for Risk 13: Level of sickness worsens had increased because of the adverse trend in the level of sickness.

The updated Risk Register was attached as an Appendix to his report.
Operational Risks
Management had agreed a number of operational risks and these were presented in an Appendix to his report.  The operational risks would be used to inform the development of the Council’s Business Continuity Plan.

Referring to the sickness levels the Audit Committee sought assurance that all was being done to reduce sickness levels and requested that the Policy Review Officer raise this verbally at the Overview and Scrutiny Committee.
The Audit Committee were also concerned with regards to Risk 8: Failure to commission contractors to deliver and requested that the Policy Review Officer consider raising this with Management Board in the next six months or so.

RESOLVED:- (i) That the information in the report be noted; and

(ii) That the Policy Review Officer raise the Audit Committees concerns at the Overview and Scrutiny Committee with regards to sickness levels.
44 – Code of Corporate Governance
The Policy Review Officer attached as an appendix to his report the Code of Corporate Governance for 2013.  He stated that there had not been any significant changes to the Code since 2012.

RESOLVED:- That Members endorse the updated Code of Corporate Governance and agree that it can be published on the Council’s website.

45 – Certification Work Report 2011-2012
The Borough Treasurer attached as an appendix to her report the Certification Work report 2011-2012 and was presented by Ian Boit, the External Auditor.

The External Auditors had certified four claims and returns for the financial year 2011-12 with an overall value of £49.9 million.
All of the claims were submitted on time to audit and all claims were certified within the required deadline.  The 2011-12 Housing Benefit and Council Tax Benefit Subsidy Claim was once again qualified.  The Council needed to improve its quality assurance arrangements working with Liberata as a service provider to reduce the level of errors made in benefit payments.

Supporting working papers for the claims and returns were good and which enabled certification within the set deadlines.  Internal Audit carried out Housing Benefit and Council Tax Benefit testing on which the External Auditors placed reliance and therefore kept its certification fees as low as possible.  

The External Auditors had made one other overarching recommendation to further improve the quality control arrangements and processing of the Housing Benefit and Council Tax Benefits claims as outlined in an appendix to their report.  The implementation of this agreed recommendation would assist the Council in compiling accurate and timely Housing Benefit and Council Tax Benefit claims for certification.  This would reduce the risk of penalties for late submission, potential repayment of grant and additional certification fees.
The Audit Committee sought assurance that Liberata were training their staff properly.  The Borough Treasurer reported that all employees received a twelve week training programme before they were allowed to work in the offices.  The Borough Treasurer would provide Members of the Committee with a copy of this documentation.

RESOLVED:- (i) To receive the Certification Work report for 2011-2012; and

(ii) To approve the Action Plan contained in the report.

46 – Audit Committee Update
The Borough Treasurer submitted an Audit Committee Update report which had been produced by the External Auditor.  Neil Krajewski, the External Auditor presented the report to Members.

The paper provided the Audit Committee with the progress in delivering their responsibilities as the Council’s External Auditors.  The paper also included:-
· A summary of emerging national issues and developments that may be relevant to the Council; and

· Included a number of challenge questions in respect of these emerging issues which the Committee may wish to consider.

A table of progress as at 21st February, 2013 was as follows:-
	Work 
	Planned 21 Feb 2013 
	Complete? 
	Comments 

	2012-13 Accounts Audit Plan 
We are required to issue a detailed accounts audit plan to the Council setting out our proposed approach in order to give an opinion on the Council's 2012-13 financial statements. 
	31 March 2013 
	No 
	Work on-going 

	Interim accounts audit Our interim fieldwork visit will include the following: 

•review of the Council's control environment 

•understanding of financial systems 

•review of Internal Audit reports on core financial systems 

•early work on emerging accounting issues 

•early substantive testing. 


	January 2013 to March 2013 
	No 
	Work on-going 

	2012-13 final accounts audit Including: 

•audit of the 2012-13 financial statements 

•proposed opinion on the Council's accounts. 


	July 2013 to September 2013 
	No 
	Not yet due to start. 

	Value for Money (VfM) conclusion The scope of our work to inform the 2012/13 VfM conclusion will focus on the two specified areas of the Council's arrangements: 

-Financial resilience; and 

-Challenging how it secures economy, efficiency and effectiveness. We will follow-up areas of concern from previous VfM assessments including progress on strengthening contract administration. 


	Initial risk assessment in January 2013 with the detailed assessment in April 2011. This will be revisited and updated up to the date of our opinion on the 2012/13 Statement of Accounts. 
	No 
	Work on-going. A separate report on financial resilience will be prepared. 

	Other areas of work 

	2011/12 Housing Benefits Claim: 
Following our qualification of the claim the Department of Works and Pensions has asked the Council to provide further information in support of the Claim. We have also been asked to review the information provided and the conclusions reached. 
	Deadline is 28 February 2013 
	No 
	We have been working with officers, and liaising with Internal Audit, to progress this matter 


The report further detailed emerging issues and developments to which Members asked the External Auditors questions.
RESOLVED:- That the update be received.

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 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. Financial Information Systems – Unqualified Assurance;
2. Council Tax – Substantial Assurance;
3. National Non Domestic Rates – Substantial Assurance;
4. Payables – Substantial Assurance; and
5. Receivables- Substantial Assurance.
Members considered the final reports and raised their concerns with the Head of Internal Audit.

The Committee asked whether the Council had a Code of Conduct for Bailiffs and whether it was being adhered to.  The Policy Review Officer would provide a copy for Members.
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, 2012 to 28th February, 2013 had been produced by the Head of Internal Audit.  The Head of Internal Audit attended the meeting to present the report to Members.

The following table summarised the number of audit recommendations which had been made in the final reports issued up to 28th February, 2013; analysed by their priority, including whether accepted by Management.

	Recommendations
	Total
	Priority 1
	Priority 2
	Priority 3

	Made
	27
	1
	14
	12

	Fully Accepted
	27
	1
	14
	12

	Partly Accepted
	-
	-
	-
	-

	Not Accepted
	-
	-
	-
	-


All twenty seven recommendations had been fully accepted. 
Members made particular reference to Heating Improvements and the specifications in the contract with regards to lagging.  Members questioned whether the Council was entitled to participate in various Government schemes.  The Head of Internal Audit stated that he would report back to Members with regards to the specifications of the heating contract.

RESOLVED:- That the report be received.
49 – Internal Audit Annual Plan 2013-2014
The Borough Treasurer reported that the Internal Audit Annual Plan for 2013-2014 had been produced by the Head of Internal Audit.  The Head of Internal Audit attended the meeting to present the report to Members.

Throughout this year Members had raised particular concern with regards to contracts.  The Borough Treasurer informed the Committee that 80 days of Internal Audit work had been incorporated into the Annual Plan for 2013-14.

RESOLVED:- That the Internal Audit Annual Plan for 2013-14 be agreed.

50 – Anti-Fraud Policies
The Borough Treasurer reported that the Anti-Fraud and Corruption Policy set 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 of these policies had been reviewed and there were no amendments to be made at this time.

The Anti-Fraud and Corruption Policy was published on the Council’s website and the Whistle Blowing Policy on the Council’s Intranet.  Both policies would be promoted to staff again following this meeting.
RESOLVED:- That the review be noted.

51 – Update on 2012-2013 Accounts Closedown
The Borough Treasurer reported that the end of the Council’s financial year was 31st March.  As in previous years a timetable had been drawn up for the accounts closedown.  The timetable allowed management to oversee the process and intervene where and when necessary.  The timetable was monitored and used for planning the next year’s accounts closedown.

The accounts would be closed and the Statement of Accounts authorised for issue by 28th June, 2013.  The electronic working papers would be provided to the External Auditors on 1st July, 2013.  Supporting documents would be available from 1st July, 2013.  The External Auditors would be on site for the audit of the accounts from 15th July, 2013, to 7th August, 2013.

The Code of Practice on Local Authority Accounting in the United Kingdom 2012-2013 set out the accounting requirements and proper practices for preparing the Statement of Accounts.  The main changes for 2012-2013 which affected the Council were:

· Housing Revenue Account – the first year of the self-financing regime.  There are transitional arrangements applying for a five year period which permit the reduction of the impact of depreciation on the bottom line for the HRA.  The Council will adopt the transitional arrangements.

· Conceptual Framework – the International Accounting Standards Board is currently updating this and has issued the first phase.  The framework sets out the concepts that underline the preparation and presentation of financial statements in order to simplify them for external users of the accounts.

· Management Commentary – the explanatory foreword to the Statement of Accounts will take into account the relevant provisions of the Government’s Financial Reporting Manual.

· Other changes in the code for 2012-2013 include:

· Financial instruments

· Exit packages

· Non-current assets

There were a number of movements within the Council’s financial reserves that were agreed with the 2013-2014 budget that would appear within the Statement of Accounts for 2012-2013.  The main item was the liability that the Council had as a member of the Municipal Mutual Insurance Scheme of Arrangement.  Reserves had been identified for a provision to be created.

The Annual Governance Report for 2011-2012 contained an Action Plan and one recommendation concerned the risk and reward associated with holding all deposits with one banking institution.  The Borough Treasurer had reviewed the security, liquidity and yield of the market where the Council’s Treasury Management Policy authorised deposits to be placed.  Short term deposits of temporary surplus cash had been placed with various financial institutions, since quarter three of this financial year.

The current progress of the closedown for 2012-2013 was on schedule and was summarised below:-
· Timetable drawn up

· “Packs” for individual departments prepared

· Related party template letter reviewed

· Authorisation sent to pension scheme actuary

· 4 Accountants attended External Audit Workshop

· Working paper directories set up and template papers brought forward

· Statement of Accounts document brought forward and being updated

· Data/information requests prepared 

· Accountants briefed and ready to visit Managers for closedown meeting

RESOLVED:- That the report be noted.

52 – Audit Committee Work Plan
The Borough Treasurer set out the Audit Committee Work Plan which would be the basis for the agenda of the meetings throughout 2013-2014.

The items listed within the plan were not exclusive as other items could be brought to 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 Councils’ 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 was presented with the Borough Treasurer’s report.

RESOLVED:- That Members agree the Work Plan for 2013-14.

REFERRED ITEM
THE FOLLOWING MATTER IS REFERRED TO COUNCIL FOR DECISION

53 – Financial Regulations and Contract Standing Orders
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 of these had been reviewed and there were no amendments to be made to the Contract Standing Order at this time and one amendment was required to the Financial Regulations.

Financial Regulations, Section 21 needed to be updated for External Audit, and was attached as an Appendix to the Borough Treasurer’s report
The Financial Regulations and Contract Standing Orders were formally endorsed by the Council as a key part of the Council’s Constitution.

RECOMMENDED:- To recommend the Council to approve the amendment to Section 21 of the Financial Regulations and note the review.

The meeting closed at 2.45 p.m.

