BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE








     Meeting: 8th March, 2011







     at 2.00 p.m.

PRESENT:- Councillors Flitcroft (Chairman), Jefferson, Maddox, Sweeney and        C. Thomson.  
Also present were Heather Green and Gareth Kelly from the Audit Commission.
32 – Disclosure of Interests

Councillor Flitcroft declared a personal interest in Agenda Item 14 – Performance Management (Minute No. 41) as he was the Manager of Cumbria Disability Network.

33 – Minutes

The Minutes of the meeting held on 14th December, 2010 were agreed as a correct record.
34 – Apologies for Absence

An apology for absence was received from Councillor Unwin (Vice Chairman).
35 – Audit Commission Reports – Audit Plan 2010/11 and Certification of Claims and Returns – Annual Report
Heather Green from the Audit Commission attended the meeting and presented two reports to Members:-

1.
Audit Plan 2010/11; and

2.
Certification of Claims and Returns – Annual Report.

In respect of the Audit Plan, she reported that the Audit Commission’s proposed fee for 2010/11 was £118,000 which was 8% above the scale fee and was within the normal level of variation specified by the Commission.  The Audit Commission’s scale fees for 2010/11 had been increased by 6% to reflect the additional work required as a result of the introduction of IFRS.  It was noted that in recognition of the financial pressures faced by audited bodies, the Audit Commission had refunded the transitional costs which had resulted in the Council being refunded £6,422 in April 2010.
In respect of Value for Money (VFM) it was noted that for 2010/11, the Audit Commission had reviewed the approach to Value for Money work.  This year, the auditor’s conclusion would be based on two criteria, specified by the Commission, 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 – focusing on whether the Council was prioritising its resources within tighter budgets and improving productivity and efficiency.

Heather reported that she would undertake a risk assessment of the Council’s arrangements and would consider any further VFM audit work needed to support her conclusion.  She would discuss with Officers and report back to the Audit Committee on any risks she identified.

The VFM conclusion for 2009/10 was qualified because significant weaknesses had been identified in the Council’s arrangements for procurement, tendering and contracting.  These weaknesses suggested poor governance arrangements for tendering and contracting and exposed the Council to potentially significant risks, including the risk that the Council may not be able to show that it’s tendering and procurement processes were compliant with all of the laws and regulations.  Heather reported that part of her work to support the value for money conclusion in 2010/11 would involve considering whether the Council has addressed the weaknesses that resulted in the qualification.

In respect of the Certification of Claims and Returns – Annual Report, the following key points had been identified:-
1.
In 2009/10, the Audit Team had certified seven claims with a total value of over £46 million.  Of these, a limited review had been carried out of three claims and a full review of four claims.  Two claims had been amended and the Audit Commission had been unable to fully certify three claims and had issued a qualification letter to the grant paying body.

2.
The fees charges for the grants certification work in 2009/10 were £22,098.  In 2009/10 the Audit Commission were able to place reliance on work undertaken by Internal Audit on the Housing Benefits claim.  This had resulted in a significant reduction in fees from 2008/09 (£35,678).

It was noted that the Audit Commission did not find any areas of concern in the way in which most of the claims and returns had been prepared.  All claims and returns had been received in time with adequate supporting working papers.  However, errors had been found in the Housing Benefit and Council Tax Benefit Subsidy Claim and it was noted that errors in that claim could result in a reduction to the subsidy paid to the Council.  The level of Local Authority error overpayments at Barrow was currently below the threshold but there was a risk of loss to the Council if the value of the Local Authority error increased.  The Council needed to ensure that the Benefits Service Contract was managed effectively to reduce the occurrence and impact of such errors.

The Borough Treasurer reported that the Council monitored overpayment on a monthly basis to keep it under control.

RESOLVED:- To note the information.

36 – Internal Audit – Progress Report April 2010 to February 2011

The Council’s Internal Audit Manager had attended the meeting to present to the report to Members.  The report contained a statistical summary of the total number of recommendations (73).  It was noted that 72 had been fully accepted and 1 had not been accepted.  Each of the recommendations had been assigned a priority graded 1 through to 3; 1 being major issues and 3 being minor issues.  A breakdown of restricted assurance audits had been appended to the report.
RESOLVED:- To note the report.

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 seven final reports appended for consideration.  Assurance levels for these reports were three Restricted and four Substantial.  The reports included:-

1.
Alterations to the Park Leisure Centre – Restricted Assurance;
2.
IT Asset Management – Restricted Assurance;
3.
Refurbishment of ground floor male and female toilets – Substantial 
Assurance;
4.
Council Tax – Substantial Assurance;

5.
NNDR – Substantial Assurance;

6.
IT General Controls – Restricted Assurance; and

7.
Payroll – Substantial Assurance.

Referring to the IT General Controls report, the Committee had been requested to note the Management response on the bottom of page 2 which read “The recently completed back up and recovery project provided much improved capability for the recovery of IT systems.  IT Recovery Plans would now be prepared on the basis of the new arrangements.  However, the wider business continuity arrangements were beyond the capacity and resources of the current IT Department and consideration should be given to allocation elsewhere”.

The Borough Treasurer informed the Committee that the management of the IT Department was currently under review due to the recent retirement of the IT Manager.  In the meantime the IT Technical Manager was running the daily business of the Department and the responsibility for the HR management side had been assigned to the Assistant Director (Personnel and Performance).

A Member had suggested the possibility for individual line managers to take responsibility of ensuring that their staff had signed up to the Code of Connection and IT Security requirements.  The Borough Treasurer advised the Committee that he believed arrangements were already in place and that he would check that was the case.

RESOLVED:- To note the reports.

38 – Internal Audit Plan 2011/12
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 for 2011/12 was as follows:-
	BARROW BOROUGH COUNCIL
	

	INTERNAL AUDIT ANNUAL PLAN 2011/12
	

	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
	6

	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 System Review
	2
	Borough Treasurer's 
	10

	Payroll (inc. Expenses)
	2
	Borough Treasurer's 
	15

	Accounts Receivable
	2
	Borough Treasurer's 
	10

	Corporate Control/Governance
	2
	Corporate Services
	5

	Periodic Checks
	2
	Borough Treasurer's 
	16

	Procurement (inc. Ordering)
	2
	Corporate Services
	15

	Accounts Payable
	2
	Borough Treasurer's 
	10

	Housing Rents
	2
	Regeneration and Community Services
	10

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

	Housing Maintenance 

(Day to day repairs)
	2
	Regeneration and Community Services
	18

	IT Environment Audits
	1
	 
	30

	Contract Audit
	1
	 
	40

	RISK ASSESSED SYSTEMS
	
	 
	

	Leisure Centre
	3
	Regeneration and Community Services
	15

	Disabled Facilities Grants
	3
	Regeneration and Community Services
	10

	Insurance
	3
	Borough Treasurer's
	8

	Asset Register/Property Portfolio
	3
	Regeneration and Community Services/Borough Treasurer's
	10

	Cemeteries and Crematoria
	4
	Regeneration and Community Services
	8

	Grounds Maintenance
	4
	Regeneration and Community Services
	9

	Personnel
	4
	Corporate Services
	9

	DESIGNATED ANNUAL AUDIT ACTIVITY
	
	 
	

	Other Projects/Cash Floats (Annual)/Receipt Book Checks
	-
	 
	24

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

	Fraud Hotline
	-
	 
	8

	Funding Checks/Grant Claims
	-
	 
	15

	NFI Responsibilities
	-
	 
	25

	AUDIT MANAGEMENT
	
	 
	

	Implementation Review
	-
	 
	10

	Probity
	-
	 
	12

	Audit Administration/Advice
	-
	 
	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 2011/12.

39 – Risk Management

The Policy Review Officer submitted a report regarding the Council’s risk policy and proposed risk register for 2011/12.  Members had been invited to consider the report in advance of it going to the Executive Committee for approval on 16th March, 2011.

He reported that Management Board had identified key corporate risks for the Council at their meeting on 9th February, 2011 and in view of the substantial budget deficit and the consequent restrictions on resources, they had been of the view that Council must concentrate on business critical risks rather than including community risks where the Council had little or no direct influence on key factors.  
A copy of the updated Risk Register for 2011/12 had been appended to the report and this reflected the Management Board’s assessment of significant risks to the Council. 

The status of these risks and progress against any action plans would continue to be reviewed on a quarterly basis and be reported to Management Board, the Leader of the Council and this Committee.

It was noted that the Risk Policy had been updated to reflect the changes to reporting lines from the Corporate Services Scrutiny Committee to the Audit Committee and a copy of the updated policy had been appended to the report.
A Member had requested clarity on what the role of the Audit Committee was in respect of Risk Management.  The Policy Review Officer informed the Committee that Management Board set the Risk Register which would be approved by Executive Committee and that the role of the Audit Committee was to ensure that the Executive Committee carried out their role and ensure that the Risk Register was reviewed on a quarterly basis.  He further reported that business critical risks would be identified by Management Team and compliance risks would be identified by the Auditors.
The Borough Treasurer requested the Committee’s comments on the report in advance of it going to the Executive Committee for approval.

RESOLVED:- To agree the Risk Register for 2011/12 and the updated Risk Policy as an interim measure and note that more work on the documents would be required as well as training for Members.
40 – 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 for the Annual Governance Statement as 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 are 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 had been updated to include the role of the Chief Financial Officer.  A copy of the latest version had been appended to the report.

The Policy Review Officer informed the Committee that at their meeting in June they would be required to review the completed Governance Statement.  A Member had requested that training be provided to the Committee prior to that meeting.

RESOLVED:- To note the information.

41 – Performance Management

The Policy Review Officer submitted a report providing Members with a performance management update for Quarter 3.  He reported that twenty priority actions were due to have been completed by the end of Quarter 3 2010/11 of which, sixteen had been completed, two had been subject to delays and were expected to be completed in 2011 and two had not completed due to funding issues.

KP1: Safer, cleaner greener

· The Council had changed its waste collection contractor in April and had anticipated an increase in complaints about the waste collection service as changes in working practices had been introduced.  An action was to reduce these complaints to the 2009/10 baseline level by the end of Quarter 1.  This had been achieved and the Council were currently receiving less than twenty complaints per week.

· There was an action to expand the capacity of recycling bring sites and increase the number of schools that were recycling waste.  This had been achieved and the Council were now recycling from most of the schools in the Borough. There was an action to expand recycling to low rise flats in the Borough and at the end of Quarter 1 an additional 1000 flats had received kerbside collection of recyclates.

· There was an action to implement grass cutting for Bigger Bank and this had been implemented.

KP 2: Meeting the housing needs of the Borough

· The development of the frail and elderly scheme in Holker Street had been completed.

· The development of additional houses on Greengate Street had been completed.

· The action to progress demolition of 126 properties in the North Central renewal area had started.

· The action to undertake external improvements to properties in sub area D had commenced.

· The action for the acquisition of properties in sub area D had been completed.

KP 3: Providing easier access to services

· The Council had been assessed at the Achieving level of the Equalities Framework for Local Government. This was due to be completed in Quarter 4 but was achieved earlier than anticipated.

KP 4: Support economic regeneration

· The refurbishment of 104 Abbey Road had been delayed and was anticipated to be completed in Quarter 1 2011.

· The refurbishment of the Mall was complete.

· The refurbishment of Furness House was complete.

· The action to commence Phase 2 of Waterside House development had been cancelled although some work would be carried out to improve access.

· The action to secure headline funding for Waterfront Barrow had not been completed.  The NWDA had stated that they would not be funding this project and an alternative source of funding was being sourced.

· Phases 2 and 3 of the Dalton Road Public Realm Improvement Programme were substantially complete.

KP 5: Improve the effectiveness and efficiency of our Council

· Eight members of staff who drove a significant number of miles to carry out their jobs had passed a smart driving course to help reduce CO2 emissions.

· The procurement policy had been completed but had been superseded by the Purchasing Guide.

KP6: Expand facilities and activities for young people

· The Lakes alive spectacular had taken place although the estimated attendance was 6,000 against a target of 8,000.

· The action to deliver the Zircus plus event had been completed.

· The construction of the all weather facility at The Park had been delayed but would be completed in 2011.

Performance Indicators

The Policy Review Officer reported that 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 the following indicators:-

· Collection of Council Tax was marginally lower than Quarter 3 2009/10 and the collection of National Non Domestic Tax had improved.

· The average number of day’s sickness absence per member of staff worse than for the same period in 2009/10.

· There had been a decrease in the number of violent crimes.

· There had been an increase in the number of acquisitive crimes including household burglaries and robberies.  The robbery figure was based on small numbers (3 in 2009/10 and 12 in 2010/11).

· There had been a marginal decrease in the number incidences of racial violence hate crime reported and only one incident of racial damage.

In respect of Hate Crimes, a Member commented that a number of disability hate crimes had been reported to Cumbria Disability Network.  The Policy Review Officer advised the Committee that the information he had collected had been from the Police.
RESOLVED:- To note the information.
The meeting closed at 3.04 p.m.
