BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE








Meeting 13th December, 2012








at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Pointer (Vice-Chairman), Murray and Wilson.
Also present were Keith Jackson from Internal Audit and Gina Martlew and Ian Boit from Grant Thornton.

28 – The Local Government Act, 1972 as amended by the Local Government (Access to Information) Act, 1985 and Access to Information (Variation) Order 2006

Discussion arising hereon it was

RESOLVED:- That under Section 100A(4) of the Local Government Act, 1972 the public and press be excluded from the meeting for the following item of business on the grounds that it involved the likely disclosure of exempt information as defined in Paragraph 3 (Minute No. 39) of Part One of Schedule 12A of the said Act.

29 – Minutes

The Minutes of the meeting held on 27th September, 2012 were taken as read and confirmed.
30 – Declarations of Interest
Councillor Burns declared an other registrable interest in Agenda Item No. 9 – Risk Management (Reduction in Recycling Reward Scheme Payments from Cumbria County Council) (Minute No. 34) as she was a Cumbria County Councillor.

31 – Apologies for Absence/Attendance of Substitute Members
Apologies for absence were received from Councillors W. McClure and Thurlow.

32 – Annual Governance Statement 2011
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 met on 6th December, 2012 and the Policy Review Officers provided Members with a verbal update.

He would report on a quarterly basis with regards to this matter.

RESOLVED:- That the information be noted.

33 – 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 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 the Policy Review Officer’s report.  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.

The Assistant Director of Community Services was continuing the preparations for the tendering process and had identified a consultant to assist in the preparation of the Forum Catering Contract.
An additional Priority 1 recommendation was made in the assurance report for the Dalton Urban Park and MUGA.  This recommendation was retrospective for this contract and there was no action to be taken.  However, this Committee should continue to monitor contracts to ensure appropriate documentation was in place.  The Committee discussed the Priority 1 recommendation for the Dalton Urban Park and expressed their concerns that this issue should not arise again.  The Borough Treasurer assured Members that there was now a contract checklist in place which guided Officers when preparing contracts to prevent such issues arising in the future.
RESOLVED:- That the Committee continue to monitor contracts to ensure appropriate documentation was in place.
34 – Risk Management
The Policy Review Officer reported that the Risk Register for 2012/13 continued to focus on those business critical risks which were under the control of the Council.  A copy of the Register was attached as an appendix to his report.
The Risk Register was reviewed by Management Board at their meeting in November 2012 and there were no significant changes to the risks.  Management Board however did agree to a new format for presenting the Risk Register which included taking the mitigating actions into account and re-assessing the risks.
Members of the Committee particularly discussed the reduction in recycling reward scheme payments from Cumbria County Council and the failure of external partners, service providers or contractors.
RESOLVED:- That the Audit Committee continue to monitor the Risk Management Register and any Business Critical Risks.
35 – Performance Management

The Policy Review Officer reported that the Council’s Key Priorities for 2012/15 were:-

1. Provide good quality efficient and cost effective services while reducing overall expenditure.

2. Continue to support housing market renewal including an increase in the choice and quality of housing stock and the regeneration of our oldest and poorest housing.
3. Work to mitigate the effects of the recession and cuts in public expenditure and their impact on the local economy and secure a sustainable and long term economic recovery for our community

4. Continue to improve and enhance the built environment and public realm, working with key partners to secure regeneration of derelict and underused land and buildings in the Borough.

The proposed actions for 2012/13 were listed below although some of the actions would take longer than one year to complete. 

KP 1:

· Complete the all weather soccer centre.  This was due to be completed in December 2012 but had been subject to delays and would be completed in March 2013.
· Renegotiate the Council’s catering contract.

· Carry out a Survey of Tenants and Residents (STAR survey) to understand the expectations and aspirations of our tenants.

· Review recycling collections to maximise recycling income and mitigate the impact of a reduction in the value of recycling rewards.

· Actively encourage all Members to access the Modern Councillor online e-learning facility'
KP 2: 

· A two year project to carry out Group Repair Work to 240 properties in sub areas A and E including:

Chimney stack repairs 

Door and window replacement

Rendering and new rain water goods

Cavity wall insulation

· Identify appropriate sites in partnership with Accent Housing to build 27, 3-bedroom social houses.

KP 3:

· Transfer management of Waterside House to BAE Systems as part of the lease agreement.  Complete.
· Complete refurbishment at Phoenix Park Business Centre 

· Agree local arrangements to mitigate the impact of the Council Tax reduction scheme, which replaces the current Council tax Benefits.

KP 4:

· Complete the external refurbishment of 102 Abbey Road.  This project is 98% complete.
· Two year project to construct a roof on Level C of the multi storey car park.
Progress against these actions was recorded in the action plan appended to the report; none of the actions were due to be completed in quarter 1.
Key Performance Indicators

The table below is a selection of existing indicators:-
Local Indicators

	Indicator
	Description
	Q2 2011/12
	Q2 2012/13
	Change

	9
	Percentage of Council tax collected


	57.08
	57.05
	

	10
	Percentage of NNDR collected


	62.31
	59.88
	

	12
	Average number of days sick per member of staff


	3.72
	6.05
	

	NI 191
	Residual waste per household


	446
	422
	

	N1192 
	% of waste recycled, composted
	39.36
	40.3
	

	
	Weight of waste recycled and composted
	5831
	5641
	


The NNDR figure was low at the end of the quarter but had since recovered.  The sickness figure was worse than the Council typically normally saw in the second quarter and should be monitored closely.  The percentage of waste recycled had increased, however the tonnage was lower and this would impact on the value of the recycling rewards.

Income

The Table below shows the income figures for quarter 1 against the current budget and provided a comparison with the quarter 1 figures for 2011/12.

Income quarters 1 and 2

	
	
	2011/12
	2012/13

	Service
	
	£s
	£s

	Crematorium
	Budget 
	176,400
	300,000

	
	Actual
	158,388
	270,197

	Cemetery
	Budget 
	49,615
	45,040

	
	Actual
	29,420
	37,923

	Parking
	Budget 
	446,000
	326,154

	
	Actual
	305,905
	303,311

	Recycling
	Budget 
	493,000
	424,300

	
	Actual
	446,613
	424,300

	Bulky waste
	Budget 
	18,000
	39,000

	
	Actual
	25,082
	36,980

	PLC 1
	Budget 
	375,200
	322,620

	
	Actual
	314,316
	319,795


The income was subject to seasonal variation which distorted the figures but despite this, the income was lower than expected.  As a result the budget income had been revised.
RESOLVED:- That the report be noted.

36 – Revenues and Benefits 2010-2011 VFM Profiles
The Borough Treasurer reported that at the Audit Committee of 27th September, 2012, Members had requested comparative information for the outlying VFM (value for money) profiles for revenues and benefits as highlighted by the Appointed Auditor in the Annual Governance Report for 2011-2012.
“The Audit Commission's VFM profile (prepared from information supplied to central government each year by all Councils) of the Council’s key indicators shows that: 

· a key outlier was the spend on council tax benefits and housing benefits administration of £23 per head compared to an average of £17.66 per head; and 

· another key outlier was the net spend on non-domestic rates (NDR) collection per non domestic property was in the highest 5% of its nearest CIPFA neighbour group.”

Spend on Council Tax Benefits and Housing Benefits Administration per head

This was the sum of net current expenditure on the administration of council tax benefits plus the net current expenditure on the administration of housing benefits. This was calculated by the Audit Commission based on information taken from the annual Revenue Outturn return that the Council submitted to the Department for Communities and Local Government.

The value shown was expressed as pounds (£) per head of the total resident population, from Office of National Statistics mid-year population estimates.
The following table shows the 15 other councils with the most similar nearest neighbour profile; and these are shown in the table below, as well as the cost per claim:
	Authority
	Cost £000's
	Population 000's
	Per head
	Caseload
	Per claim

	Lancaster City Council
	2,799
	141.1
	£19.84
	14,060
	£199.08

	Barrow Borough Council
	1,626
	70.7
	£23.00
	8,330
	£195.20

	Nuneaton And Bedworth Borough Council
	2,331
	122.2
	£19.08
	12,970
	£179.72

	Shepway District Council
	1,913
	101.2
	£18.90
	12,750
	£150.04

	Waveney District Council
	2,024
	117.5
	£17.23
	13,960
	£144.99

	Erewash Borough Council
	1,592
	111.3
	£14.30
	11,510
	£138.31

	Dover District Council
	1,654
	106.9
	£15.47
	12,020
	£137.60

	Pendle Borough Council
	1,410
	89.3
	£15.79
	10,980
	£128.42

	Swale Borough Council
	1,859
	133.4
	£13.94
	14,630
	£127.07

	Burnley Borough Council
	1,330
	85.3
	£15.59
	12,530
	£106.15

	Hyndburn Borough Council
	1,062
	81.1
	£13.09
	10,520
	£100.95

	Gosport Borough Council
	655
	79.9
	£8.20
	8,010
	£81.77

	Weymouth and Portland Borough Council
	576
	63.5
	£9.07
	7,820
	£73.66

	Thanet District Council
	1,255
	132.2
	£9.49
	20,450
	£61.37

	Mansfield District Council
	570
	99.6
	£5.72
	12,570
	£45.35

	Great Yarmouth Borough Council
	228
	97.2
	£2.35
	14,710
	£15.50


Where these functions were outsourced there must be a client role to check 10% of all benefit determinations made by the contractor.  This was a cost that internally run revenues and benefits services would not have.  The indicator made no measure of quality or speed of processing.
The next table shows the spend on council tax benefits and housing benefits administration for the Cumbrian districts:

	Authority
	Cost £000's
	Population 000's
	Per head
	Caseload
	Per claim

	Eden District Council
	668
	51.8
	£12.90
	3,200
	£208.75

	Barrow Borough Council
	1,626
	70.7
	£23.00
	8,330
	£195.20

	South Lakeland District Council
	955
	103.7
	£9.21
	6,530
	£146.25

	Carlisle City Council
	1,422
	104.5
	£13.61
	10,080
	£141.07

	Copeland Borough Council
	836
	69.5
	£12.03
	7,200
	£116.11

	Allerdale Borough Council
	1,047
	94.1
	£11.13
	9,530
	£109.86


Net spend on non-domestic rates collection per non-domestic property

This was the net current expenditure on non-domestic rates collection, taken from the Revenue Outturn return that the Council submitted to the Department for Communities and Local Government.  This was expressed as pounds (£) per non-domestic hereditament, from CIPFA Finance and General Statistics.
A non-domestic hereditament was a non-domestic property: a business property such as a shop, office, warehouse and factory and any other property that was not classed as domestic, such as that occupied by charities and voluntary organisations.
The Borough Treasurer had included the net spend on non-domestic rates collection per non-domestic property, the percentage of NNDR due collected, the percentage of NNDR paid by direct debit and the collection allowance.  The collection allowance represented the result of a formula which government used to estimate how much a council should spend on collecting non-domestic rates given various aspects of the business community it was collecting from.
	Authority
	Spend per NNDR property
	NNDR due collected
	NNDR paid by direct debit
	Collection allowance £000's

	Gosport Borough Council
	£61.36
	97.50%
	~
	84

	Barrow-in-Furness Borough Council
	£48.93
	98.20%
	37%
	101

	Weymouth and Portland Borough Council
	£39.88
	96.60%
	~
	109

	Great Yarmouth Borough Council
	£21.30
	98.50%
	~
	189

	Shepway District Council
	£20.87
	98.00%
	42%
	154

	Pendle Borough Council
	£17.89
	97.60%
	~
	136

	Erewash Borough Council
	£17.80
	97.50%
	50%
	140

	Burnley Borough Council
	£17.64
	98.30%
	~
	147

	Thanet District Council
	£9.72
	98.00%
	~
	193

	Mansfield District Council
	£7.67
	99.20%
	49%
	131

	Swale Borough Council
	£0.00
	97.20%
	43%
	172

	Dover District Council
	-£2.34
	98.40%
	~
	155

	Nuneaton And Bedworth Borough Council
	-£9.66
	98.20%
	48%
	138

	Waveney District Council
	-£11.24
	98.60%
	47%
	204

	Hyndburn Borough Council
	-£12.69
	91.90%
	34%
	135

	Lancaster City Council
	-£17.28
	98.90%
	46%
	234


~ The Authority did not return this information to CIPFA.

The next table shows the Cumbrian districts:

	Authority
	Spend per NNDR property
	NNDR due collected
	NNDR paid by direct debit
	Collection allowance £000's

	Barrow Borough Council
	£48.93
	98.2%
	37%
	101

	Copeland Borough Council
	£37.42
	99.1%
	42%
	114

	Carlisle City Council
	£30.46
	98.1%
	45%
	183

	Allerdale Borough Council
	£11.44
	95.6%
	~
	182

	South Lakeland District Council
	£1.80
	97.1%
	~
	291

	Eden District Council
	-£5.64
	98.9%
	~
	131


~ The Authority did not return this information to CIPFA.

It was important that Members were aware that the NNDR due collected was measured at 31st March for the return that the Authority submitted to CIPFA.  The NNDR due collected for 2010-2011 currently stood at 99.2% and continued to be collected.
Members were concerned about the comparative costs and discussed the definition an excellent service.
The Borough Treasurer explained that the figures could include different aspects of different authority’s services therefore an accurate comparison was unattainable.

RESOLVED:- That the report be noted.

37 – Final Internal Audit 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 six final reports appended for consideration.  The reports included and their assurance levels were as follows:-

1. Income Collection – Substantial Assurance with one minor issue;
2. Budgetary Control – Unqualified Assurance;

3. Treasury Management – Unqualified Assurance;

4. Housing Rents – Substantial Assurance with one minor issue and one previous recommendation; 
Contract Audits

5. Arthur Street Demolition – Substantial Assurance with three important issues; and
6. Dalton Urban Park and MUGA – Restricted Assurance with one major issue and three important issues
Members considered the final reports and raised their concerns with the Head of Internal Audit.

RESOLVED:- To note the Internal Audit Final Reports.

38 – Internal Audit Progress Report
The Borough Treasurer reported that the Internal Audit Progress Report for the period 1st April, 2012 to 30th November, 2012 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 30th November, 2012; analysed by their priority, including whether accepted by Management.

	Recommendations
	Total
	Priority 1
	Priority 2
	Priority 3

	Made
	15
	1
	9
	5

	Fully Accepted
	15
	1
	9
	5

	Partly Accepted
	-
	-
	-
	-

	Not Accepted
	-
	-
	-
	-


All fifteen recommendations had been fully accepted. 
RESOLVED:- That the report be received.
39 – Main Service Contracts
The Borough Treasurer reported that at the Audit Committee on 27th September, 2012 Members had requested a note of the main services that the Council performed through contracts and the monitoring arrangements in place.

The Borough Treasurer provided information with regards to the Revenues and Benefits Contract, the Refuse, Recycling and Street Cleansing Contract, the Grounds Maintenance Contract, the Internal Audit Contract, the Customer Relationship Management Contract, and the Payroll Contract.

The information showed the provider, the contract end date, the annual value for 2012-13, the Responsible Officer, and the Management Arrangements for each contract.

RESOLVED:- That the report be noted.

The meeting closed at 3.18 p.m.

