BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE

Meeting, Thursday, 12th December, 2013
at 2.00 p.m. (Committee Room No. 4)

AGENDA
PART ONE
1. To note any items which the Chairman considers to be of an urgent
nature.
2. To receive notice from Members who may wish to move any delegated

matter non-delegated and which will be decided by a majority of
Members present and voting at the meeting.

3 Admission of Public and Press

To consider whether the public and press should be excluded from the
meeting during consideration of any of the items on the agenda.

4 Declarations of Interest

To receive declarations by Members and/or co-optees of interests in
respect of items on this Agenda.

Members are reminded that, in accordance with the revised Code of
Conduct, they are required to declare any disclosable pecuniary
interests or other registrable interests which have not already been
declared in the Council’'s Register of Interests. (It is a criminal offence
not to declare a disclosable pecuniary interest either in the Register or
at the meeting).

Members may however, also decide, in the interests of clarity and
transparency, to declare at this point in the meeting, any such
disclosable pecuniary interests which they have already declared in the
Register, as well as any other registrable or other interests.

5 To confirm the Minutes of the meeting held on 26th September, 2013
(copy attached) (Pages 1-11).

6. Apologies for Absence/Attendance of Substitute Members.

FOR DECISION

(D) 7. Annual Audit Letter for the Year ended 31st March, 2013 (Page 12).

(D) 8. Certification Report 2012-2013 (Page 13).



(D)
(D)
(D)
(D)
(D)
(D)
(D)
(D)

9. Audit Committee Update (Page 14).

10. 2013-2014 Accounts Update (Pages 15-17).

11. Fraud and Corruption Survey 2012-2013 (Page 18).

12. Internal Audit Final Reports (Pages 19-20).
13. Internal Audit Progress Report (Page 21).
14. Risk Management (Pages 22-23).

15. Code of Corporate Governance (Page 24).

16.  Monitoring Priority 1 Recommendations (Pages 25-28).

NOTE (D) - Delegated
(R) - For Referral to Council

Membership of Committee

Councillors Burns (Chairman)
Pointer (Vice-Chairman)
Doughty
W McClure
Murray
Thurlow

For queries regarding this agenda, please contact:
Paula Westwood
Democratic Services Officer (Member Support)
Tel: 01229 876322
Email: pwestwood@barrowbc.gov.uk

Published: 4th December, 2013
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AUDIT COMMITTEE

Meeting Thursday 26th September, 2013
at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Barlow, Murray, Sweeney and
Thurlow.

Also present were Gina Martlew, Jackie Bellard and Len Cross from Grant
Thornton and Keith Jackson from Internal Audit.

16 — Declarations of Interest

Councillor Burns declared an other interest in all items relating to Cumbria
County Council as she was a Member of Cumbria County Council.

17 — Minutes

The Minutes of the meeting held on 27th June, 2013 were taken as read and
confirmed.

18 — Apologies for Absence/Attendance of Substitute Members

Apologies for absence had been received from Councillors Pointer (Vice-
Chairman) and Doughty.

Councillors Barlow and Sweeney had attended as substitutes for Councillors
Doughty and Pointer respectively.

19 — Chairman’s Announcement

The Chairman advised the Committee that Gina Martlew of Grant Thornton
was retiring and would be replaced by Jackie Bellard. On behalf of the
Committee she wished her a happy retirement and thanked her for all the
work that she had done in Cumbria over the years.

20 — Review of the Council’'s Arrangements for Securing Financial
Resilience, for the year ended 31st March, 2013

The Borough Treasurer reported that the review of the Council’s
Arrangements for Securing Financial Resilience for the year ended 31st
March, 2013 had been produced by the External Auditors.

Three key points for consideration had been highlighted in the report and
Management had provided a response and agreed a timescale to action those
as detailed in the table overleaf.



Area of Review and Key Points for | Management Response
Consideration

Key Indicators of Performance — | From 2013-14 quarterly reports had
Management should keep under | been presented to Management Board
review the extent to which the | which indicated the number of days
Council had been successful in |lost for sickness, showing short term
achieving a reduction in the number | and long term sickness along with
of days lost due to sickness. other relevant information. The
Council’'s Occupational Health Service
would be delivered by a new provider
from October 2013.

Strategic Financial Planning — The | The Medium Term Financial Plan
Medium Term Financial Plan | would be fully updated as part of the
required updating to take account of | 2014-2015 budget setting process.
the receipt of the Efficiency Grant | The Efficiency Support Grant and the
from DCLG and the recently | Workforce  Strategy would be
approved Workforce Strategy. incorporated into that update. The
impact on the current Medium Term
Financial Plan would be reported to
Members as part of the Council
Finances reports during 2013-2014.

Financial Control — The Borough | The review would identify a meaningful
Treasurer and her staff were |level of Management to report against,
encouraged to complete the planned | in addition to the current overall
review of budget monitoring | General Fund position. Direct costs
arrangements to ensure Officers and | would be reported against this level as
Members had the information they | part of the Council Finances reports.
needed to monitor the Council’s
financial performance and financial
position.

It was noted that progress on the above-mentioned issues would be reported
to this Committee in due course.

Gina Martlew of External Audit attended the meeting to present their report to
the Committee. A copy of which had been appended to the Borough
Treasurer’s report.

It was noted that the External Auditor’s work supporting their Value for Money
(VIM) conclusion, as part of the statutory external audit, included a review to
determine if the Council had proper arrangements in place for securing
financial resilience.

In doing so, they had considered whether the Council had robust financial
systems and processes in place to manage its financial risks and
opportunities, and to secure a stable financial position that enabled it to
continue to operate for the foreseeable future. They had carried out their work
in discussion and agreement with Officers and completed it in such a way as
to minimise disruption to them.




The definition of foreseeable future for the purposes of the financial resilience
review was 12 months from the date of the report. They had reviewed the
financial resilience of the Council by looking at:

Key indicators of financial performance;

Its approach to strategic financial planning;
Its approach to financial governance; and
Its approach to financial control.

Full details on each of those areas had been provided in detail within the
report and had been summarised as follows:-

Key Indicators — Overview of Performance

Area of Focus Assessment
Liquidity Green
Borrowing Green
Workforce Amber
Performance against Budgets: Revenue and Capital Green
Reserve Balances Green
Cost of Housing Benefit/Council Tax Benefit Amber

Strateqic Financial Planning — Medium Term Financial Strateqy

Area of Focus Assessment
Focus of the Medium Term Financial Plan Green
Adequacy of Planning Assumptions Green
Review Processes Green
Responsiveness of the Plan Amber

Financial Governance — Understanding and Engagement

Area of Focus Assessment
Understanding the Financial Environment Green
Executive and Member Engagement Green
Budget Reporting: Revenue and Capital Green
Adequacy of Other Committee/Cabinet Reporting Green

Financial Control — Internal Arrangements

Area of Focus Assessment
Budget Setting and Monitoring — Revenue and Capital Amber
Performance against Savings Plans Green
Key Financial Accounting Systems Green



Financial Control — Internal and External Assurances

Area of Focus Assessment
Finance Department Resourcing Green
Internal Audit Arrangements Green
External Audit Arrangements Green
Assurance Framework/Risk Management Green

It was noted that to assess the level of performance the External Auditors had
used a Red/Amber/Green rating with the following definitions:-

Red - High Risk. The Council’'s arrangements were generally
inadequate or may have a risk of not succeeding.

Amber — Potential Risks and/or Weakness. Adequate arrangements and
characteristics were in place in some respects, but not all
Evidence that the Council was taking forward areas where
arrangements needed to be strengthened.

Green — Arrangements met or exceeded adequate standards. Adequate
arrangements identified and key characteristics of good practice
appeared to be in place.

The overall conclusion was that the Council had proper arrangements to
secure financial resilience.

RESOLVED:- (i) To receive the External Auditor’s report; and
(i) To agree the Management responses outlined in the table above.
21 — Statement of Accounts 2012-2013

The Borough Treasurer reported that the Accounts and Audit Regulations
required the draft Statement of Accounts to be made available to the External
Auditors by 30th of June each year. This date had been met and the
Statement had been placed on the Council’'s website by that date. The
Statement of Accounts for 2012 to 2013 must be approved by this Committee
before 30th September, 2012. The Statement of Accounts had been
appended to the report. The report also contained the Annual Governance
Statement for separate consideration along with the Letter of Representation
for approval.

It was noted that the External Auditor was required to report to this Committee
on the conclusions of the audit, noting any adjustments made to the draft
accounts as published. This was the Audit Findings report which had also
been appended to the report. Subject to Members agreeing the
recommendations in the Action Plan (see 1 and 2 below) and the Letter of
Representation, the External Auditor would give an unqualified audit opinion.



1. Reviewing the approach to preparing the Cash Flow Statement to
ensure that all amounts reported were derived from the correct source;
and

2. Consider the content and the structure of the Explanatory Foreword, as
part of the 2013-14 closedown process, to ensure that the foreword
provided a ‘concise and understandable guide for the reader of the most
significant aspects of an authority’s financial performance’ as per CIPFA
guidance.

It was noted that the External Auditor’s overall conclusion was that the Council
was responding well to the challenges of the Local Government Finance
Settlement, delivering savings and targeting its resources effectively. On the
basis of the Auditor's work, and having regard to the guidance on the
specified criteria published by the Audit Commission, they were satisfied that
in all significant respects the Council had put in place proper arrangements to
secure economy, efficiency and effectiveness in its use of resources for the
year ending 31st March, 2013.

The Borough Treasurer reported that the External Auditor had identified four
misstatements in the Statement of Accounts for 2012-2013 that had been
corrected and incorporated into the Statement presented for approval. There
was a further misstatement that had not been corrected which is set out in
more detail in the ‘Changes to the Accounts” section below.

There were two recommendations made by the External Auditor, relating to
the Cash Flow Statement and the Explanatory Foreword. The Borough
Treasurer had provided a response with an agreed timescale to those actions.

Members had been advised that none of the misstatements materially
impacted on the net revenue position, or the net worth of the Council.

The External Auditor's team had undertaken the audit in a professional and
consultative manner. The Borough Treasurer reported that she was happy
with the service provided and her staff had worked constructively with the
External Auditor and her team.

The Statement of Accounts

The audited Statement of Accounts had been appended to the report.

The Borough Treasurer reported that the Statement of Accounts was complex
and not easy for the layman to follow. A specific session for Members had
been held on 23rd September, 2013, to go through the Accounts, explain the
key points and provide Members with the opportunity to raise queries. In
approving the Statement of Accounts, Members had been asked to undertake
a review using their knowledge of the Council together with the External
Auditor’s report and raise any questions.

The key areas to review in the Statement of Accounts were:-
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Explanatory Foreword — this explained the key issues in the accounting
statements and explained their purpose.

Comprehensive Income and Expenditure Statement — this showed a net
deficit of £9,124k. Excluding the actuarial loss on the pension assets/liabilities
of £4,581k and an increase in the value of property, plant and equipment of
(E779K), the net deficit of £5,322k was the combined result for the General
Fund and the Housing Revenue Account [(Surplus)/Deficit on the Provision of
Services].

The separated result for General Fund was a deficit of £7,927k and for the
Housing Revenue Account a surplus of (£2,605k).

The real General Fund deficit was £289k and the reasons for this difference of
(E7,638k) were the statutory adjustments to the accounts which reduced the
deficit by (£7,328k), combined with the use of reserves of (£310k). The
statutory adjustments primarily related to capital and asset charges of
(£8,605k), the transfer of asset sale proceeds of £341k net of their carrying
value, and the provision for the repayment of external debt of £935k.

For the Housing Revenue Account the real surplus was (£469k), the
difference of £2,136k being the statutory adjustments relating primarily to the
provision for the repayment of external debt of £1,740k and the transfer of
asset sale proceeds of £327k net of their carrying value.

Balance Sheet — the Council’'s net worth had decreased from £92,988k to
£83,864k. This was largely explained by the actuarial loss on the pension
assets/liabilities of (£4,581k), a decrease in the carrying value of property,
plant and equipment of (£9,878k), the increase in provisions of (E800k) and
these are offset by the increase in short term investments of £6,506k.

A summary of the variances against the original budgets for the General Fund
and the Housing Revenue Account had been set out in the Explanatory
Foreword, Section j on page 3 of the Statement of Accounts.

Changes to the Accounts

Adjusted misstatements

The main changes to the draft accounts agreed with the External Auditors
were:-

Cash Flow Statement — the cash flows relating to operating, investing and
financing activities were not attributed correctly.

Explanatory Foreword — the presentation and content was reviewed to provide
a clear and concise summary of the Council’s financial performance and
position.

Lease Disclosure Note — Waterside House lease income was accidently
omitted in the compilation of the figures for the disclosure note.
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Segmental Reporting — the income relating to the Forum was shown net of the
expenditure instead of gross in error.

These had all been corrected and do not have any impact on the net revenue
position, or the net worth of the Council.

Unadjusted misstatements

The provision relating to the Municipal Mutual Insurance Scheme of
Arrangement (MMI) had been over-estimated.

A provision had been made when an event had taken place that gave the
Council a legal or constructive obligation that probably required settlement
and a reliable estimate could be made of the amount of the obligation. In the
case of the MMI provision, the Scheme of Arrangement was triggered in 2012-
2013 and the amount of the obligation was £414k based on the information
available from the Scheme Administrator. This position had been reported to
the Executive Committee in January, 2013, and resources had been identified
to cover the potential impact of the Scheme being triggered and the
subsequent claims that may be lodged against the Council should the
Scheme be wound up.

The Borough Treasurer advised that she had revisited the provision following
a review by the External Auditor and she agreed that the provision should be
limited to the levy indicated by the Scheme Administrator and that the balance
of funds should have remained in reserves, £604k. This over-estimation did
not materially affect the Council’s financial position and she intends to adjust
this in 2013-2014, taking into account the latest information from the Scheme
Administrator. Members had been asked to agree with the Borough
Treasurer's proposal and to approve the Letter of Representation which
included this item. Members had also been asked to agree that the Borough
Treasurer and the Chairman of this Committee be authorised to sign the
Letter of Representation on behalf of the Council. A copy of which had been
appended to the report.

Letter of Representation

The purpose of this letter was to provide assurance to the External Auditors
on relevant and significant matters relating to the financial year. The Letter of
Representation was issued to disclose the material facts affecting the 2012-
2013 transactions of the Council.

Annual Governance Statement

The Annual Governance Statement (AGS) needed to be published alongside
the Statement of Accounts, although it did not form part of it. The AGS had
been presented to this Committee on the 27th June, 2013 and there had been
no major changes to report. A copy of the AGS had been appended to the
report for Members to approve and authorise the Chairman of this Committee
to sign on behalf of the Council.
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RESOLVED:- (i) To receive the External Auditor’'s Audit Findings report;
(i) To agree the Management responses included in the Audit Findings report;

(i) To approve the Letter of Representation and authorise the Chairman of
this Committee and the Borough Treasurer to sign on behalf of the Council;

(iv) To receive the Annual Governance Statement;

(v) To approve the Annual Governance Statement and authorise the
Chairman of this Committee to sign on behalf of the Council; and

(vi) To approve the audited accounts and authorise the Chairman of this
Committee to sign on behalf of the Council.

22 — Annual Review of Audit Committee Effectiveness

The Borough Treasurer reported that it had been agreed at the Audit
Committee meeting on 27th June, 2013 that the Chairman and Vice-Chairman
of this Committee be delegated to undertake a review of the effectiveness of
the Audit Committee with herself.

It was noted that CIPFA had recommended that an assessment be
undertaken by the Audit Committee to ensure that its effectiveness was
regularly reviewed. They had recommended that this could be achieved by
using an evaluation checklist such as CIPFA’s Toolkit for Local Authority Audit
Committees.

The Borough Treasurer reported that the review had been completed and the
completed checklist had been appended to her report. It was noted that the
review had demonstrated that the purpose and independence of the Audit
Committee had been established. Members were aware of the remit and
responsibilities that the Committee was charged with. The main area of
discussion was the need for on-going training, to continue to build on the
knowledge and experience of the Committee Members. It was expected that
Audit Committee external training would be run again in 2014 and some
areas, such as Welfare Reform would be addressed through the training led
by Members’ Personal Development Plans.

A Member had suggested that this time next year it may be appropriate to
consider training implications required from potential changes to the Council
following the Elections in May 2015.

RESOLVED:- To approve the review.

23 — Fraud and Corruption Survey 2012-2013

The Borough Treasurer reported that the Council takes part in the national
fraud and corruption survey each year run by the Audit Commission.
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The Audit Commission publishes an annual report on fraud and corruption in
Local Government called ‘Protecting the Public Purse’ (PPP). PPP provides
details on amounts of detected fraud, warns of emerging fraud risks and
promotes best practice. Much of the information for PPP comes from the
fraud and corruption survey of Local Government. The results of the survey
also informed the National Fraud Authority’s annual assessment of the total
value of fraud in the UK. Submission of the information was required under
Section 48 of the Audit Commission Act 1998.

The survey completed covered all areas where fraud may occur. For 2012-
2013, the following statistics had been returned:-

Housing Benefit and Council Tax Benefit Fraud

Number of cases: 23;

Value: £47,412.09 (no individual case was over £10,000);
Number of cases that went to court: 11; and

Number of cases resulting in prosecution: 11.

It was noted that there was no fraud or corruption to report in relation to any
other Council service.

RESOLVED:- To note the report and agree that a further progress report be
submitted at a later date.

24 — 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:-

Housing and Council Tax Benefits — Substantial Assurance;

Income Collection — Substantial Assurance,;

Car Park Meter Income — Substantial Assurance;

Housing Maintenance — Responsive Repairs — Substantial Assurance;
and

5. 102 Abbey Road Phase 2 — Substantial Assurance.

PwphpE

Members considered the reports and raised questions with the Head of
Internal Audit.

RESOLVED:- To note the Internal Audit Final Reports.



25 — Internal Audit Progress Report

The Borough Treasurer reported that the Internal Audit Progress Report for
the period 1st April, 2013 to 11th September, 2013 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 (14). It was noted that all 14 recommendations had been
fully accepted. Each of the recommendations had been assigned a priority
graded 1-3, 1 being major issues and 3 being minor issues. 10 had been
rated priority 2 and 4 had been assigned priority 3.

A new section had been included in the report this time detailing the number
of calls to the Fraud Hotline. It had been suggested that further columns be
included in this section of the report to include details of the number of
prosecutions etc. The Head of Internal Audit agreed to provide more
information in the next report.

It was noted that the Document Retention audit report was still in a draft form
as it had been referred to Management Board for their consideration.

RESOLVED:- That the report be received.
26 — Local Government Ombudsman Annual letter 2012/2013

The Policy Review Officer reported that the Ombudsman issued an annual
letter to Councils reviewing complaints against the Authority.

During 2012/2013, a total of eight complaints had been received which was
below the average for Borough Councils. He advised that this year the
Ombudsman had not provided the detailed breakdown of complaints that it
had provided in previous years. The reason for that was that they had
changed their business processes during the course of 2012/2013 and
therefore would not be able to provide a consistent set of data for the entire
year.

A copy of the letter and annual statistics had been appended to the report.
RESOLVED:- To note the report.

27 — 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. It
was noted that Management had agreed a number of Operational Risks and
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these would be used to inform the development of the Council’s Business
Continuity Plan.

Full details of the Business Critical Risks and Operational Risks, including
their potential impact and mitigating actions had been included in the
appendices attached to the report.

The Policy Review Officer advised the Committee that the Risk Register
would be presented to Management Board the week commencing 30th
September, 2013 and that some risks were now less likely which would result
in some changes to the Register.

RESOLVED:- To note the information and that updates would be provided on
a quarterly basis.

28 — Monitoring Priority 1 Recommendations

The Policy Review Officer reported that Internal Audit undertook reviews of the
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
would consider the recommendations and determine whether to accept or
reject them. If the recommendations were accepted, the Managers were
agreeing to implement the recommendations.

To ensure that all agreed Internal Audit Priority 1 Recommendations were
implemented in a timely manner they were now tracked by Management Board.
Progress against the implementation of Priority 1 Recommendations that had
been agreed in 2011-2013 had been included within the Policy Review Officer’s
report.

At the last meeting of this Committee there had been two outstanding Priority 1
risks, namely:-

1. Risk Management — Business Continuity (11-08); and
2. Catering Contract — The Forum (10-24).

The Priority 1 risk related to the Catering Contract had now been implemented
and the Priority 1 risk related to the Business Continuity Plan was still
outstanding. A draft Business Continuity Plan had been submitted to
Management Board in June and the infrastructure was currently being worked
on to support the Information and Communication Technology (ICT) Disaster
Recovery Plan and a location was trying to be sourced for replica computer
servers and telephone systems.

The Policy Review Officer advised the Committee that the Business Continuity
Plan had moved on significantly and the only outstanding item was in respect
of the ICT Disaster Recovery Plan.

RESOLVED:- To note the information.

The meeting closed at 3.25 p.m.
11
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 12th December, 2013 Iltem

Reporting Officer: Borough Treasurer !

Title: Annual Audit Letter for the Year ended 31st March, 2013

Summary and Conclusions:

The Annual Audit Letter for the year ended 31st March, 2013 has been produced by
the External Auditors. The External Auditors will present the report to Members.

Recommendations:

Members are recommended to receive the External Auditor’s report and raise any
guestions.

Report
The External Auditors have produced the Annual Audit Letter for the year ended 31st

March, 2013. The report is attached at Appendix 1 and will be presented to
Members by the External Auditor.

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 12th December, 2013 Iltem

Reporting Officer: Borough Treasurer 8

Title:  Certification Report 2012-2013
Summary and Conclusions:

The Certification Report for 2012-2013 has been produced by the External Auditors.
The External Auditors will present the report to Members.

Recommendations:

Members are recommended to receive the External Auditor’s report and raise any
guestions.

Report
The External Auditors have produced the Certification Report for 2012-2013. The

report is attached at Appendix 2 and will be presented to Members by the External
Auditor. The report includes the Action Plan agreed with Management.

Background Papers

Nil

13




APPENDIX No. 2.
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Part One

AUDIT COMMITTEE

Date of Meeting: 12th December, 2013

Reporting Officer: Borough Treasurer

(D)
Agenda
ltem

9

Title:  Audit Committee Update

Summary and Conclusions:

An Audit Committee Update has been produced by the External Auditors.
External Auditors will present the report to Members.

Recommendations:

Members are recommended to receive the External Auditor’s report and raise any

guestions.

Report

The External Auditors have produced an Audit Committee Update for Members. The
report is attached at Appendix 3 and will be presented to Members by the External

Auditor.

Background Papers

Nil

14

The
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Part One

AUDIT COMMITTEE (D)
Agenda
Date of Meeting: 12th December, 2013 ltem
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Reporting Officer: Borough Treasurer

Title:  2013-2014 Accounts Update

Summary and Conclusions:

This report contains an update on the 2013-2014 Accounts, highlighting changes
and updates that have occurred. The report also provides an update on the items
highlighted for review following the 2012-2013 Accounts audit.

Recommendations:

Members are recommended to receive the report and raise any questions.

Report

The annual closedown timetable will be drawn up in January 2014 and will reflect
any improvements or adjustments that were identified during the 2012-2013. There
are changes to the revaluation of fixed assets and the Assets Accountant has met
with and discussed these with our appointed valuer. There were no major problems
with the closedown process used for 2012-2013. The issues identified by the
External Auditor for 2012-2013 are included in the last section of this report.

Other Updates

The External Auditor’'s update report on the agenda today identified a number of
recent items. Here | will provide Members with the Council’'s arrangements in
relation to each item.

The Audit Commission published ‘Income from Charging’. The Council did a
complete pricing review as part of the Budget Strategy, which led into the budget
setting for 2012-2013. The policy was set for the Budget Strategy period with an
annual review at budget setting. Income is reported as part of the quarterly Council
Finances to the Executive Committee and includes specific main income streams.
The ‘market’ for each service is monitored by the heads of service and fed through to
the Borough Treasurer's Department as well as performance.

The Business Rates Retention Scheme was introduced from April 2013. The
Council’s recovery rate for business rates is 98% which is also the average of all
billing Authorities. The recovery of business rates is monitored monthly. At the year
end the Borough Treasurer will estimate a provision for business rate appeals. The
Cumbria Chief Finance Officers meet regularly as a group and have discussed
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business rate appeals and how to provide for their potential success and likely value.
From April 2014, it is anticipated that there will be Cumbria Business Rates Pool, so
uniformity of estimates and provisions have been discussed early.

CIPFA and the Chartered Institute of Housing have published a ‘Voluntary Code for
Self-Financing the HRA’. The guidance has been reviewed and the Council does not
need to make any major changes to the way it is operating the HRA or its business
plan. However, the Code will be useful when revising the business plan in the future.

The Council has not experienced procurement fraud and maintains a segregation of
duties for the purchasing and tendering processes, meaning that all procurement
involves at least two Officers. The whistleblowing policy was last approved by the
Audit Committee in March 2013 and will be reviewed for the March 2014 meeting to
ensure it is fit for purpose.

The Statement of Accounts was reviewed for clutter during 2012-2013 and where
information or notes are no longer relevant, these will be removed year by year; with
new notes added as well. The explanatory foreword was particularly scrutinised
during the last audit and | agreed changes with the External Auditor that will ensure a
clearer overall picture for readers of the accounts. The Council’s budget for the
current year will be formally revised as part of the 2014-2015 budget setting process.

CIPFA have consulted on the 2014-2015 Local Authority Accounting Code of
Practice. The consultation has been reviewed and responded to.

The Audit Commission has published a briefing note on the ‘Local Audit and
Accountability Bill. The bill covers the procurement and appointment of Auditors
once the Audit Commission come to an end. Also, the future for the National Fraud
Initiative and the review of value for money arrangements. The impact of any agreed
changes will be reported to Committee.

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.

e Sickness levels;
e Medium Term Financial Plan; and
e Segmental reporting.

Sickness levels

Sickness reports are submitted by the HR Manager to Management Board on a
quarterly basis. The new occupational health provider commenced on the 1%
October, 2013. At quarter 2 the number of day’s absence per employee was 5.37

days compared to 6.05 days for the previous year. The reasons for the absences
are also reported as is the split between long term and short term absences:

e Long term 778 days

16



e Short term 247 days

There are currently 5 employees who have been absent for over a month. Return to
work interviews are monitored to ensure that timely action can be taken where
necessary.

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

Medium Term Financial Plan

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

Segmental reporting

The quarterly Council Finances report requires a decision based structure to be
included in addition to the ‘whole’ General Fund current report for direct costs. This
is being developed and will be implemented in 2013-2014 so that it can be reflected
in the Statement of Accounts (Notes to the Main Accounting Statements).

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda
Date of Meeting: 12th December, 2013 ltem

11

Reporting Officer: Borough Treasurer

Title:  Fraud and Corruption Survey 2012-2013

Summary and Conclusions:

The Council takes part in the national fraud and corruption survey each year run by
the Audit Commission. This report contains further information on the survey
responses supplied by the Borough Treasurer on behalf of the Council for 2012-
2013.

Recommendations:

Members are recommended to note the report.

Report

At the meeting of the 26th September, 2013, | reported the fraud statistics returned
for the Council to the Audit Commission for 2012-2013:

¢ Housing benefit and council tax benefit fraud
o Number of cases: 23
o Value: £47,412.09 (no individual case was over £10,000)
o Number of these that went to court: 11
o Number resulting in prosecution: 11

Members requested the value of the cases taken to court and for an update on their
recovery.

The 11 cases that went to court totalled £35,297.52 and the recovery, shown by
stage, is below:

1 case has been recovered in full, worth £678.00.

e 5 cases are in recovery and so far we have recovered £6,216.09.
2 cases are being recovered from ongoing benefit entitlements; £1,659.45
recovered so far.

e 3 cases are in the recovery process but no payment has yet been made.

The current value of the prosecuted cases is £26,743.98 and recovery action will
continue.

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 12th December, 2013 Iltem

Reporting Officer: Borough Treasurer 12

Title:  Internal Audit Final Reports

Summary and Conclusions:

Internal Audit have completed a number of audits in accordance with the approved
Annual Plan. The final reports will be presented to Members by the Head of Internal
Audit.

Recommendations:

Members are recommended to receive the Internal Audit final reports and raise any
guestions.

Report

There are two final reports for consideration by Members:

AUd.'t Reference | Audit Area Assurance
Assignment

Annual Audit 13-08 Treasury Management (Appendix 4) | Unqualified
IT Environment Information Security Policy Review ,
Audit IT 51 (Appendix 5) Substantial

These will be presented to Members by the Head of Internal Audit.

For information the assurance and recommendations assigned to Internal Audit
reports are set out below.

The assurance levels are:
None — control is weak, causing the system to be vulnerable to error and abuse.

Restricted — significant weaknesses have been identified in the system of control,
which put the system objectives at risk.

Substantial — while there is a reasonable system of control, there are weaknesses,
which may put the system objectives at risk.

Unqualified — there is an adequate system of control designed to achieve the
system objectives.
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The recommendation levels assigned to issues identified are:

Priority 1 — major issues that Internal Audit considers need to be brought to the
attention of senior management.

Priority 2 — important issues which should be addressed by management in their
areas of responsibility.

Priority 3 — minor issues which provide scope for operational improvement.

Previous issues — are issues identified in a previous audit report that have not been
entirely implemented at the time of this latest audit.

Background Papers

Nil
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APPENDIX No. /-

. BARROW BOROUGH COUNCIL
* INTERNAL AUDIT FINAL REPORT 13-08

TREASURY MANAGEMENT

Executive Summary

Introduction

The Council defines Treasury Management as “the management of the Council's cash
flows, its banking, money market and capital market transactions; the effective control
of the risks associated with those activities; and the pursuit of optimum performance
consistent with those risks”. Responsibility for treasury transactions is delegated to
the Borough Treasurer and the two Chief Accountants.

The Council's treasury function is subject to a degree of self-regulation, a key element
being the Treasury Management Strategy for 2013/14, which was approved by
Council on 26™ February 2013. This includes a framework of borrowing limits and
prudential indicators designed to ensure that treasury and capital investment decisions
are prudent and affordable. The Strategy is supplemented by detailed Treasury
Management Practices which demonstrate compliance with the CIPFA Code of
Practice for Treasury Management.

After drawing down loans totalling £17.1m in March 2012 to fund the housing subsidy
settlement payment, the Council currently has £39.5m of long-term borrowing from the
Public Works Loan Board, with maturity dates between 2018 and 2053. No short-term
loans have been taken out in 2013/14.

During 2013/14, surplus funds have been invested either directly with counterparties
or in an interest bearing deposit account with the Council's own bank, HSBC plc.

Audit Objectives

An audit of this system forms part of the agreed 2013/14 Key Points
programme. The audit objectives were to evaluate and test
the internat controls over the Treasury Management
process. The scope and objectives of the audit were | Ng recommendations
discussed and agreed in advance with the Chief Accountant
(Technical).

Unqualified Assurance

Audit work included a control evaluation of the system
design, and testing the operation of key controls.

Audit Conclusion — Unqualified Assurance

As a result of the audit we have concluded that there is a basically sound system of
control, and as such we have not raised any new recommendations.

Fumess Audit December 2013
Page 1



Barrow Borough Council Final Report Number 13-08

Management Response

We have received a constructive management response from the Chief Accountant
(Technical), accepting the report.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.

Fumess Audit December 2013
Page 2



APPENDIX No..S

BARROW BOROUGH COUNCIL
INTERNAL AUDIT FI_NAL:RE_PORT IT 51

INFORMATION SECURITY POLICY R_EVIEW

Executive Summary
Infroduction

In accordance with the 2013/14 Audit Plan, a review of the Council's information
Security Policy was commenced in September 2013.

Protection of the confidentiality, integrity and availability of information is essential for
the Council to ensure the effectiveness of its operations and services. Management
has previously produced policies to address information security issues. Such
Information Security Policies are fundamental to fulfiling the Council’s obligations as
Data Controller under the Data Protection Act, and complying with the recommended
standards for all public sector organisations. An agreed security policy also provides a
mandate for IT Services to implement appropriate security controls.

Audit Objectives

The audit was agreed with management as part of the 2013/14 Key Points
IT Audit coverage. The main objective of the audit was to
provide reasonable assurance in relation to whether the

. L . Substantial
Council was adequately meeting its requirements to protect the Assurance
integrity of the information held, in line with legislative and other
standards. Two important

Issues

In addition, the audit sought to identify the most effective
means of upgrading the policy from its previous alignment to
BS7799 to the more up to date and relevant 1SO27000
standard. In this regard, model policy documents previously published by local
government bodies have been provided separately to management.

The scope of the audit was discussed and agreed with the IT Technical Support Team
Leader before the start of the audit.

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that there are weaknesses which place
some of the objectives at risk. We have identified two important issues which relate to
improving the relevance and completeness of the current policy. However as the
existing policy is based on a sound, if dated, standard, and bearing in mind the
expressed willingness to update the policy, we are able to provide substantial
assurance at this point in time.

Fumess Audit November 2013
Page 1



Barrow Borough Council Final Report IT 51

We have made two Priority 2 recommendations, as follows:

Management should update the Council's security policy to cover those additional
and relevant security aspects included within the 1SO27001 standard. To avoid
confusion, it is also recommended that the concept of separate policies for
managers, users and IT Services is withdrawn. It is suggested that a modular
approach may be adopted in order to simplify both the introduction and the
maintenance of the policy. It is further suggested that rather than draft a new set of
documentation from scratch, one of the “model” policies available and adopted by
many authorities may be helpful as a template (these have been supplied
separately).

Management should extend the Council's security policy documentation to cover
those areas where, although appropriate controls are already in place, there is no
reference in the currently published documentation.

Management Response

We have received a constructive management response from the Deputy Executive
Director accepting both of our recommendations.

Acknowledgement

Internal Audit would like to thank the IT Services and other staff for their co-operation
and assistance during the review.

Fumess Audit November 2013

Page 2




Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 12th December, 2013 Iltem

Reporting Officer: Borough Treasurer 13

Title:  Internal Audit Progress Report

Summary and Conclusions:

The Internal Audit Progress Report for the period 1st April 2013 to 2nd December
2013 has been produced by the Head of Internal Audit. The Head of Internal Audit
will present the report to Members.

Recommendations:

Members are recommended to receive the Internal Audit Progress Report and raise
any questions.

Report
The Internal Audit Progress Report for the period 1st April 2013 to 2nd December

2013 is attached at Appendix 6 and will be presented to Members by the Head of
Internal Audit.

Background Papers

Nil
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EXECUTIVE SUMMARY

Purpose
The purpose of the report is to update Members of the Council's Audit Committee on:

» Internal Audit work performed up to 2™ December 2013, including final reports

issued relating to a previous reporting peried; and

Significant issues that have arisen during this period as a result of our work.

Content

The information is presented in the following schedules:

1. A Statistical Summary of Recommendations
This schedule includes ali audit recommendations to which Council management
have responded between 1 April and 2" December 2013. The figures are
analysed according to the ‘priority’ of the recommendations, and the extent to
which each has been accepted by management for action.

2. Accepted Priority 1 Recommendations
This schedule provides details of all major recommendations which have been
accepted by management.

3. Rejected Recommendations
This schedule provides details of major and significant (i.e. Priority 1 and Priority
2) recommendations, which have been rejected by Council Management.

4. Audit Coverage
Details of audit assignments carried out in the period, including any checks on
external partner organisations.

5, Classifications of Assurance and Recommendations
An explanation of the classifications used for prioritising recommendations and
assessing levels of assurance.

Internaf Audit Progress Report Barrow Borough Council



1. STATISTICAL SUMMARY OF RECOMMENDATIONS

The following table summarises the number of audit recommendations we have made
in our final reports issued up to 2™ December 2013; analysed by their priority, inciuding
whether accepted by management.

Recommendations | Total Priority 1 Priority 2 Priority 3

Made 16 - 12 4

Fully Accepted 16 - 12 4

Partly Accepted - - - -

Not Accepted - - - -
Infernal Audit Progress Report Barrow Borotigh Council



2. ACCEPTED PRIORITY 1 RECOMMENDATIONS

No Priority One recommendations were made within the reporting period.

Internal Audit Progress Report Barrow Borough Council



3. REJECTED RECOMMENDATIONS

3.1 PRIORITY ONE RECOMMENDATIONS

There have been no rejected Priority One recommendations during the reporting
period.

3.2 PRIORITY TWO RECOMMENDATIONS

There have been no rejected Priority Two recommendations during the reporting
period.

Internal Audit Progress Report Barrow Borough Council



4. INTERNAL AUDIT COVERAGE:

APRIL - DECEMBER 2013

R ¢ System
EPOTY 1 Audit Assignment Significance Status Assurance
Number B
and
ANNUAL AUDITS
13-01 Income Collection 1 Final Substantial
13-02 | Housing and Council Tax Benefits 1
13-03 | Council Tax 1 Pha?e !
memo issued
13-04 Performance Management 2
13-05 | Business Rates (NNDR) 1 Pha?e 1
memo issued
13-06 | Risk Management 1
13-07 | Budgetary Control 2 Draft Substantia
13-08 | Treasury Management 2 Final Unqualified
13-09 | Car Park Meter Income 2 Final Substantial
13-10 | Payroll (inc. Expenses) 2
. Fieldwork
13-11 | Accounts Receivable 2 Complete
13-12 | Corporate Control/Governance 2 Commenced
13-13 Main Accounting System and 2 Quarter 2
Periodic Controls Complete
13-14 | Procurement (inc. Ordering) 2
13-15 | Accounts Payable 2 Commenced
13-16 | Housing Rents 2
13-17 Stapdmg Orders /Financial Regs/ 2
Anti Fraud
13-18 | Housing Non Routine Maintenance 2
RISK ASSESSED SYSTEMS
13-24 Grant Funding - Empty Homes Certification
Grant letter signed.
13-21 Receipt Book Checks n/a Ongoing

Internal Audit Progress Report

Barrow Borough Council




System

Report Audit Assignment Significance Status Assurance
Number B
and
COMMUNITY ORGANISATIONS
AND MAYOR’S ACCOUNT n/a n/a
- Hawcoat Complete
- Abbotsvale Complete
- Dalton Community Association
) Barrow Playing Fields Users
Association
13-20 | Mayor's Account Complete
IT ENVIRONMENT AUDITS 1
IT51 Information Security Policies Final Substantial
IT52 IT Infrastructure Management
ITH3 Implementation Review
CONTRACT AUDIT 1
Proposed Soccer Centre, Park Stage 2
CR77 . 4
Leisure Centre memo issued
CR8? North Central Group Repair Stage 3
Scheme memo issued
Dock Museum New Car Park and Stage 4
CR83 | Access g g
Stages 384 memo issue
CR84 | Barrow Cemetery NW Extension Stage 1
memo issued
CR85 | Catering and Events Management Draft Restricted
CR86 | Town Hall Roof Commenced
CR87 | Craven House Roof

Internal Audit Progress Reporl
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R System
eport Audit Assignment Significance Status Assurance
Number B
and
IMPLEMENTATION REVIEW nfa nfa
08-28 | Client Monitoring Complete
Corporate Health and Safet
07-26 RevFi)ew y Complete
Data Protection (Client Aware
08-36 System) Complete
08-33 | Development Control Complete
11-23 | Leisure Centre Complete
11-29 | Personnel Complete
(08-05 | Barrow Park Complete
Non-Routine  Public  Buildings
10-27 Maintenance Complete
11-24 | Disabled Facilities Grants Complete
11-28 | Grounds Maintenance Complete
Fraud Hotline Calls
Revenues/
Staff Related Other Total
Benefit related
2013/14 82 2 84
(April -
December
2012-13 94 1 96
{Full year}

Internal Audit Progress Report

Barrow Borough Council




5. CLASSIFICATIONS

5.1 Classification of Assurance Levels

At the conclusion of each audit, we give an overall opinion on the level of assurance,
which we consider is provided by the controls in place within the system audited. The
following classification of assurance levels has been adopted:

Level Definition
1. Ungualified Assurance The controls appear to be consistently applied.
2. Substantial Assurance Evidence was identified to suggest that the

level of non-compliance with controls may put
some of the system objectives at risk.

3. Restricted Assurance The level of non-compliance identified places
the system objectives at risk.

4. None Significant non-compliance with controls was
identified leaving the system vulnerable to
error and abuse.

5.2  Priority of Recommendations
Our audit recommendations are categorised by three priority levels: -

Priority 1 Major issues that we consider need to be brought to the attention of senior
management.

Priority 2 Important issues which should be addressed by management in their area
of responsibility.

Priority 3 Detailed issues of a relatively minor nature.

internal Audit Progress Report Barrow Borough Council
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APPENDIX 1 -~ DRAFT REPORTS ISSUED

Ref Audit Date issued

12-23 Document Retention 6" June 2013

13-07 Budgetary Control 28" November 2013

CR85 Catering and Events Management 29" November 2013
Internal Audit Progress Report Barrow Borough Council
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 12th December, 2013 Iltem

Reporting Officer: Policy Review Officer 14

Title:  Risk Management

Summary and Conclusions:

Provide Members with the Council’s Risk Register
Recommendations:

Members are invited to consider the report and determine whether further action is
required.

Report

Risk Management

The Risk Register for 2013-2014 is attached as Appendix 7 it continues to focus on
those business critical risks which are under the control of the Council.

The Risk Register was reviewed by Management Board at their meeting of 4th
October 2013 and the following changes were made:

The inherent impact score for the risk “Impact of changes to the benefit system on
income for the Housing Department” was increased from 4 to 5 and the mitigated
impact score was increased from 3 to 4. The Housing Department is seeing a
significant increase in the level of rent arrears as Tenants are affected by the
changes.

The risk regarding the Council’s liability with Municipal Mutual Insurance (MMI) has
now been removed because the cost of the levy has been budgeted for.

The risk regarding the impact of pay review has been renamed “impact of regrading
following the Executive Committee’s decision not to progress the pay review”.

Operational risks
Management has agreed a number of operational risks and these are presented in

Appendix 8. The operational risks will be used to inform the development of the
Council’s business continuity plan.

22




At the October Management Board meeting the likelihood scores for the decent
homes risk and the availability of homeless accommodation were both reduced from
3 to 2 because the Council is confident it has appropriate arrangements in place.

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 12th December, 2013 ltem

Reporting Officer: Policy Review Officer 15

Title:  Code of Corporate Governance
Summary and Conclusions:

Inform Members of changes to the framework for preparing a Code of Corporate
Governance.

Recommendations:

To approve the Code of Corporate Governance for 2014.

Report

The Council produces a Code of Corporate Governance which is reviewed on an
annual basis. Guidance preparing the Code is provided by the Chartered Institute
for Public Finance and Accountancy (CIPFA).

For the last two years, CIPFA has been working with the International Federation
of Accountants (IFAC) to create an International Framework for Good
Governance in the Public Sector, based on the 2005 Good Governance Standard
for Public Services, produced in the UK by the Independent Commission on
Good Governance in Public Services. The new framework was issued for
consultation on 17 June 2013.

We are currently preparing the Code of Governance for 2014 based on this
framework and | will present a draft copy at this meeting. This Committee will be
invited to endorse the Code at the meeting in March 2014.

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 12th December, 2013 ltem

Reporting Officer: Policy Review Officer 16

Title:  Monitoring Priority 1 Recommendations
Summary and Conclusions:

Monitoring the implementation of all agreed Internal Audit, Priority 1
Recommendations.

Recommendations:

Members are invited to consider the report and determine whether further action
is required.

Report

Internal Audit undertakes reviews of Council’'s systems as defined in the Annual
Audit Plan. The audit conclusion may include Priority 1 Recommendations which
relate to major issues that need to be brought to the attention of Senior
Management. Senior Managers consider the recommendations and determine
whether to accept or reject them. If the recommendation is accepted the manager
is agreeing to implement the recommendation.

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

At the last meeting of this Committee there was one outstanding Priority 1 risk:

The Priority 1 risk related to the Business Continuity Plan is still outstanding. A
draft Business Continuity Plan was submitted to Management Board in June. We
are currently working on the infrastructure to support the Information and
Communication Technology Disaster Recovery Plan and are trying to source a
location for replica computer servers and telephone systems. It is anticipated that
this will be complete by the end of Quarter 4

Background Papers

Nil
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Barrow Borough Council Priority 1 Recommendations 2011/13

Audit Report

Recommendation

Responsible
Officer

Current position

RISK MANAGEMENT -
BUSINESS
CONTINUITY (11-08)

its Business
(BCM)

In order to strengthen
Continuity Management
arrangements, the Council should :

to be
and

a) designate a senior officer
responsible for developing
maintaining its BCM procedures;

b) clearly define the roles and
responsibilities of the Management
Team and an Incident Management
Team in respect of BCM;

c) consider suitable training for all staff
directly responsible for, or involved in,
BCM at both corporate and
departmental levels, to include
scenario exercises;

d) promote, where possible, an
awareness of BCM amongst all staff

with the aim of embedding its
principles into their day to day
activities.

Executive Director

Partially implemented

The Council has identified the
Executive Director as the
responsible officer for developing
BCM procedures.

Members of Management Board
have clearly defined roles for
identifying operation risks and
using the information to assist in
the development of the Business
continuity plan.

The operational assurance group
will consider training needs and
present them to management
Board.

No progress to date

RISK MANAGEMENT -
BUSINESS

The Council should produce a formally
approved and up to date Business

Executive Director

Not Implemented
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Audit Report

Recommendation

Responsible
Officer

Current position

CONTINUITY (11-08)

Continuity Plan, considering the following
potential areas for inclusion:

clearly defining the scope of its
BCM coverage and its links with
Emergency Planning and other
relevant policies and procedures;

approving a formal BCM

policy/strategy;

reviewing and documenting the
Business Critical Activities (BCAS)
for each of its services;

carrying out an impact analysis
which assesses the risks of, and
the effect of, disruption to BCAs
and also identifies the period that
the Council can function without
each BCA and the
requirements/resources to recover
that BCA;

including a corporate incident
management plan which
designates a team to manage an
incident, sets out procedures and
resources to enable services to
resume and identifies
accommodation/communications

The policy Review officer will
prepare a draft Business
Continuity Plan based on the
operational risks that are
identified by Management Board.
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Audit Report

Recommendation

Responsible
Officer

Current position

for the team and key service staff;

e formulating individual
departmental plans to describe the
processes needed to recover from
an incident affecting their BCAs;

e ensuring that the plans consider
the costs, feasibility and
practicality of contingency
measures; and

e regularly testing and reviewing
these arrangements.
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