BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE







Meeting Thursday 11th December, 2014






at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Pointer (Vice Chairman), Murray, Sweeney and Thurlow.
Officers Present:- Sue Roberts (Director of Resources), John Penfold (Corporate Support Manager), Matthew Tranter (Apprentice) and Sharron Rushton (Democratic Services Officer).
Also present were Jackie Bellard from Grant Thornton and Keith Jackson from Internal Audit.
40 – Minutes

The Minutes of the meeting held on 25th September, 2014 were taken as read and confirmed.
41 – Apologies for Absence/Attendance of Substitute Members
Apologies for absence had been received from Councillors Doughty and McClure.
Councillor Sweeney had attended as a substitute for Councillor Doughty for this meeting only.

42 – Annual Audit Letter for the year ended 31st March, 2014
The External Auditor presented the Annual Audit Letter for the year ended 31st March, 2014.  A copy of the Annual Audit Letter had been appended to the report.  The letter summarised the key findings which had arisen from the following work that External Audit had carried out at the Council for the year ended 31st March, 2014:
· Financial Statements Audit (including audit opinion);

· Value for Money (VfM) Conclusion;

· Whole of Government Accounts;

· Certification of Grant Claims and Returns; and
· Audit Fee.
The audit conclusions were as follows:-

· An unqualified opinion on the accounts which gave a true and fair view of the Council’s financial position as at 31st March, 2014 and its income and expenditure for the year;

· An unqualified conclusion in respect of the Council’s arrangements for securing economy, efficiency and effectiveness in its use of resources; and

· An unqualified opinion on the Council’s Whole of Government Accounts submission.  The External Auditors reported that they had certified two grants claims and returns to date, one without amendments and one subject to some amendments.

Key Areas for Council Attention
Audit summarised the key messages arising from their audit for the Council to consider as well as highlighting key issues facing the Council in the future.

They issued an unqualified Value for Money (VfM) conclusion and concluded that the Council had:-

· Sound financial governance arrangements and financial controls in place, supported by members who consistently provided a robust challenge to financial matters; 

· A well-established approach to strategic financial planning, through the three year medium term financial strategy, aligned to corporate priorities; and

· Demonstrated a track record of meeting efficiency targets and managing its revenue budget well.

RESOLVED:- (i) To receive the External Auditors report;

(ii) To request the Chairman of this Committee write to the External Auditors thanking them for all their work.
43 – Internal Audit Final Report

The Director of Resources 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 seven final reports appended for consideration.  The reports included and their assurance levels were as follows:-
1. Income Collection – Substantial Assurance;
2. Budgetary Control – Substantial Assurance;

3. Payroll – Substantial Assurance;

4. Accounts Payable – Substantial Assurance;

5. North Central Area Group Repair – Substantial Assurance;

6. Farm Street Play Area Refurbishment – Substantial Assurance; and

7. Cumbria Housing Partners – Griffin Re-Roofing – Substantial Assurance.
Members considered the reports and raised questions with the Head of Internal Audit.
RESOLVED:- To note the Internal Audit Final Reports.

44 – Internal Audit Progress Report - December 2014

The Director of Resources reported that the Internal Audit Progress Report for the period 1st April, 2014 to 2nd December, 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 were made within the reporting period.
The report contained a statistical summary of the numbers of audit recommendations (37).  It was noted that 27 recommendations had been fully accepted and 10 recommendations had been partly accepted.  Each of the recommendations had been assigned a priority grade 1-3, 1 being major issues and 3 being minor issues.  22 had been rated Priority 2 and 15 had been assigned Priority 3.
The Head of Internal Audit reported that the Fraud Hotline was a well used service and presented the following statistics to Members:-

Fraud Hotline Calls
	
	Revenues/

Benefit related
	Staff Related
	Other
	Total

	2014/15

(April – December)
	49
	0
	0
	49

	2013/14

(Full year)
	106


	0
	7
	113


The Head of Internal Audit reported that the Public Sector Internal Audit Standards (PSIAs) required Internal Audit to be measured in terms of performance.  The indicators below provided information over the arrangement and effectiveness of Internal Audit:
	    Indicator
	2014/15

	1


	Percentage of Draft reports issued within 10 working days of completion of audit fieldwork.
	100%

	2


	Percentage of Management Responses received within 20 working days of issue of the Draft report.
	44%

	3


	Percentage of Final Reports issued within 10 working days of receipt of management response.
	100%

	4


	Percentage of Priority 1 and Priority 2 Recommendations acceptable to the audit client.
	100%


The Chairman requested that the Director of Resources brings to the Management Board attention the percentage of management responses received within 20 working days of issue of the Draft report to ensure the deadline was adhered to.
RESOLVED:- (i) That the report be received; and
(ii) That the Director of Resources report to Management Board regarding the percentage of management responses received within 20 working days of issue of the Draft report.

45 – Audit Committee Update

The Director of Resources submitted a report providing an update on the 2014-2015 Statement of Accounts and other developments since the last Committee meeting.

Statement of Accounts

The timetable for preparing the Statement of Accounts 2014-2015 would be drawn up in January 2015 and would reflect any adjustments that were identified during the 2013-2014 process.  There were no major concerns with the 2013-2014 timetable and it was expected that the current plan would roll forward.

Other developments

DWP Universal Credit begins in the Borough on 8th December, 2014.  Barrow Citizen’s Advice Bureau would be providing personal budgeting support and online support for claimants.  The initial claimant scope for Cumbria was for single new claimants that were unemployed and may have rental housing costs (no mortgage).

The DWP Single Fraud Investigation Service (also referred to as SFIS) was set to begin work in July 2015 for Cumbria.  The benefit fraud work would pass to the DWP from the Council; this was contracted out with Revenues and Benefits.  Corporate fraud work would remain with Internal Audit.

The Audit Commission had issued a briefing paper in relation to managing Council property assets, using data from the VFM profiles.  The Council managed the commercial property portfolio through the Property Services Department and had a cross-service Property Management Group which reported to Management Board.  The commercial property portfolio generated over £1 million per year.  Operational properties were also reviewed by the Property Management Group and informed the public buildings maintenance programme, the capital programme and the Asset Management Plan.  The briefing paper was available from the Audit Commission website: 
http://www.audit-commission.gov.uk/information-and-analysis/value-for-money-briefings-2/ 

The Audit Commission had also published the National Fraud Initiative (also referred to as NFI) report which identified that the data matching had identified a further £229 million of fraud, overpayment or error in England, Scotland, Wales and Northern Ireland, since the last report in May 2012.   The Council’s data matches were investigated by Internal Audit, apart from those relating to Revenues and Benefits which were referred to that specific fraud team.  The report was available from the Audit Commission website:

http://www.audit-commission.gov.uk/national-fraud-initiative/nfi-reports/
The Audit Commission had also issued the Protecting the Public Purse report for 2014.  This report was an amalgamation and analysis of the fraud surveys from Councils to the Audit Commission.  The report identified that fraud at a value of £188 million was detected by England’s Councils in 2013-2014.  The survey included housing benefit, council tax support, right to buy, insurance and housing tenancies.  The fraud survey returned for this Council identified only housing benefit fraud cases, all of which had been dealt with and recovery action undertaken.  The report was available from the Audit Commission website:

http://www.audit-commission.gov.uk/counter-fraud/protecting-the-public-purse-reports/
RESOLVED:- To receive the Director of Resources report.
46 – Risk Management
The Corporate Support Manager attached as an appendix to his report, the Risk Register for 2014/15.  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 in August 2014 and the following changes were made:-
Corporate Risk 1: Impact to changes to the benefit system on the income of the Housing Department had an additional mitigating action added as detailed below:-
	Housing Officers carry out a pre-tenancy interview to understand who their customers are and how it will be best to engage with them in the future.


Management Board had agreed a number of operational risks and these were attached as an appendix to the Corporate Support Manager’s report.  The operational risks would be used to inform the development of the Council’s business continuity plan.

No changes were made to the Operational Risk Register by Management Board in August.
RESOLVED:- To note the report.
47 – Monitoring Priority 1 Recommendations

The Corporate Support Manager reported that Internal Audit undertook reviews of Council’s 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 all agreed Internal Audit Priority 1 recommendations were implemented in a timely manner they were now tracked by Management.  To date there had not been any additions to this list in 2014/15.
There was an outstanding Priority 1 recommendation from 2012/13 relating to the Council’s business continuity arrangements.  The Council’s business continuity arrangements were agreed by Management Board at their meeting in November.  The Council’s Business Continuity Plan would be submitted to the Executive in January 2015 for approval.
The disaster recovery arrangements involved transferring operations to the Park Leisure Centre if the Council’s functions could not be operated from the Town Hall.  This was part of a larger project to upgrade the Council’s Wider Area Network (WAN) system.  Under the new arrangements the Council’s data would be stored using replicate Storage Area Network (SAN) which was remote from the Town Hall.  The data would be accessed from the Leisure Centre via a microwave repeater.  Essential staff would migrate to the Leisure Centre to deliver the Council’s priority services.  It was anticipated that the Council would be able to deliver these priority services within 72 hours of any major disruptions which impacts on the operability of the Town Hall.  
RESOLVED:- To note the report.
The meeting closed at 2.45 p.m.
