
BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE


Meeting, Wednesday, 24th September, 2008

at 2.00 p.m.

A G E N D A

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. Disclosure of Interests.

A Member with a personal interest in a matter to be considered at this meeting must either before the matter is discussed or when the interest becomes apparent disclose

1.
The existence of that interest to the meeting.

2.
The nature of the interest.

3.
Decide whether they have a prejudicial interest.

A note on declaring interests at meetings, which incorporates certain other aspects of the Code of Conduct and a pro-forma for completion where interests are disclosed accompanies the agenda and reports for this meeting.

5. To confirm the Minutes of the meeting held on 27th June, 2008 (copy attached).

6. Apologies for Absence/Attendance of Substitute Members.

FOR DECISION

(D)
7.
Final Accounts for the Year ended 31st March 2008 – Audit Amendments.
(D)
8.
Audit Commission – Annual Governance Report 2007-2008.
(D)
9.
Letter of Representation 2007-2008.
(D)
10.
Annual Governance Statement 2007-2008 – Action Plan Progress.
(D)
11.
Internal Audit Progress Report April to September 2008.
(D)
12.
Internal Audit Final Reports.
NOTE
     (D) - Delegated


     (R) - For Referral to Council

Membership of Committee
Councillors
Heath (Chairman)


Unwin (Vice-Chairman)



Begley


Jefferson



McCavish



M. A. Roberts











   Part One

	AUDIT COMMITTEE
	(D)

Agenda

Item

7

	Date of Meeting:       24th September, 2008
	

	Reporting Officer:    Borough Treasurer
	


Title:
Final Accounts for the Year ended 31st March 2008 – Audit Amendments

Summary and Conclusions: 

The Statement of Accounts and Annual Governance Statement for 2007-2008 were reported to this Committee on the 27th June 2008, following approval they were submitted to the Audit Commission for audit and certification.

A number of amendments were agreed and this report highlights them to the Committee.

Recommendations: 

Members are recommended to:

1.
Note and approve the amendments agreed by the Borough Treasurer with the Audit Commission; and
2.
Authorise the chairman of the Committee to sign the amended Statement of Accounts and Annual Governance Statement.

Report
The Audit Commission suggested a number of amendments to the Accounts and the Annual Governance Statement for 2007-08 that I have agreed to.

Items 1 to 3 required amendments to the Accounts and these have been incorporated in the Final Accounts appended to this report.

1. Amendments for Financial Instruments Adjustment Account (FIAA)

The FIAA was introduced from the 1st April 2007.  Changes in accounting policy usually require the previous financial year to be restated for comparative purposes which the Council did in the draft Accounts previously presented to Audit Committee.  However, the previous year must be put back as it was in the 2006-07 Audited Accounts in line with the Statement of Recommended Practice.

The comparative statements and figures have been removed and the figures replaced with the entries from the 2006-07 Audited Accounts in the following places:

	Page 9
	XV Accounting policies

	Page 22
	III Statement of Recognised Gains and Losses

	Pages 23 to 24
	IV Balance Sheet

	Pages 27 to 28
	1 Prior period adjustments

	Pages 29 to 34
	5 Financial instruments

	Page 52
	28 Debtors

29 Creditors

	Page 54
	32 Analysis of net assets employed

33 Reserves

	Page 57
	(b) Movement on FIAA

	Page 61
	42 Cashflow note (accrued interest entries)


2. Amendment for actuarial gains and losses

The table on page 38 showing the actuarial gains and losses now includes 2003-04 that was omitted from the draft Accounts. 

3. Amendment for Cashflow note

The table in Note 42 on page 61 has been amended to remove the Housing Revenue Account item as it is included in the Income and Expenditure item and to restate the non cash transactions. 

Text amendments

In addition to some minor formatting changes, there have also been a small number of text amendments to allow the inclusion of the Annual Governance Statement into the Final Accounts and to include the revised date of authorisation for issue and signing.

	Page 6
	VII Annual Governance Statement
	The Annual Governance Statement is now included within the Accounts and the page references have been added.

	Page 18
	Signature dates
	A revised date has been added as the Final Accounts need to be signed.

	Page 60
	39 Authorised for issue
	A revised date has been added.

	Pages 77 to 82
	G Annual Governance Statement
	The framework diagram has been moved into the body of the Statement.

A paragraph has been added to highlight Internal Audit reports with restricted assurance from the audits carried out for 2007-08.

The risk actions have been accelerated following the discussion as the last Audit Committee.

A revised date has been added as the Final Accounts need to be signed.


The amended Statement of Accounts including the Annual Governance Statement is attached to this report.

(i)
Legal Implications
It is a statutory requirement to have the accounts certified and published by the 30th September 2008.

(ii)
Financial Implications
None.

(iii)
Health and Safety Implications
None.

(iv)
Key Priorities or Corporate Aims
None

(v)
Risk Assessment

None.

(vi)
Equal Opportunities
None

Background Papers 
Nil











   Part One

	AUDIT COMMITTEE
	(D)

Agenda

Item

8

	Date of Meeting:       24th September, 2008
	

	Reporting Officer:    Borough Treasurer
	


Title:
Audit Commission – Annual Governance Report for the Year 2007-2008
Summary and Conclusions: 

The Annual Governance Report is produced by the Audit Commission following the completion of their audit for each financial year.

The Council’s External Auditors will attend the meeting to present the report to members.

Recommendations: 

Members are recommended to:

1.
Receive the report;
2.
Raise any questions or concerns with the Appointed Auditor; and
3.
Approve the recommendations and action plan contained in the report.
Report
The Audit Commission Annual Governance Report for 2007-2008 is attached.

(i)
Legal Implications

It is a statutory requirement to have the accounts certified and published by the 30th September 2008.

(ii)
Financial Implications
None.

(iii)
Health and Safety Implications

None

(iv)
Key Priorities or Corporate Aims
None

(v)
Risk Assessment
None.

(vi)
Equal Opportunities
None

Background Papers 
Nil










   Part One

	AUDIT COMMITTEE
	(D)

Agenda

Item

9

	Date of Meeting:       24th September, 2008
	

	Reporting Officer:    Borough Treasurer
	


Title:
Letter of Representation 2007-2008
Summary and Conclusions: 

As part of the annual process of finalising the Accounts, there is a requirement to provide assurance to the Audit Commission on relevant and significant matters relating to the financial year. A letter of representation is issued to disclose material facts affecting the 2007-2008 transactions of the Council. 

Recommendations: 

Members are recommended to:

1.
Approve the letter of representation for 2007-2008; and
2.
Authorise the Chairman of the Committee and the Borough Treasurer to sign the letter on behalf of the Council.

Report
The letter of representation is reproduced below:

Barrow-in-Furness Borough Council – Audit for the year ended 31st March, 2008

I confirm to the best of my knowledge and belief, having made appropriate enquiries of other Officers of Barrow-in-Furness Borough Council, the following representations given to you in connection with your audit of the Council’s financial statement for the year ended 31st March, 2008.  All representations cover the Council’s accounts included within the financial statements.

Compliance with the statutory authorities

I acknowledge my responsibility under the relevant statutory authorities for preparing the financial statements in accordance with the Code of Practice for Local Authority Accounting in the United Kingdom: A Statement of Recommended Practice which presents fairly the financial position and financial performance of the Council and for making accurate representations to you.

Supporting records

All the accounting records have been made available to you for the purpose of your audit and all the transactions undertaken by the Council have been properly reflected and recorded in the accounting records.  All other records and related information, including minutes of all Council and Committee meetings, have been made available to you.

Irregularities

I acknowledge my responsibility for the design and implementation of internal control systems to prevent and detect fraud or error.  There have been no:

· irregularities involving management or employees who have significant roles in the system of internal accounting control;

· irregularities involving other employees that could have a material effect on the financial statement; or

· communications from regulatory agencies concerning non-compliance with, or deficiencies on, financial reporting practices which could have a material effect on the financial statements.

I also confirm that I have disclosed:

· my knowledge of fraud, or suspected fraud, involving either management, employees who have significant roles in internal control or other where fraud could have a material effect on the financial statements; and

· my knowledge of any allegations of fraud, or suspected fraud, affecting the entity’s financial statements communicated by employees, former employees, analysts, regulators or others.

Law, regulations, contractual arrangements and codes of practice
There are no instances of non-compliance with laws, regulations and codes of practice, likely to have a significant effect on the finances or operations of the Council.  In all material respects, the expenditure and income recognised in the financial statements has been applied to purposes intended by Parliament and the financial transactions conform to the authorities which govern them.

The Council has complied with all aspects of contractual arrangements that could have a material effect on the financial statements in the event of non-compliance.  There has been no non-compliance with requirements of regulatory authorities that could have a material effect on the financial statements in the event of non-compliance.

Fair Values

I confirm the reasonableness of the significant assumptions within the financial statements.  For fair values of assets and liabilities I confirm:

· the appropriateness of the measurement method;

· the basis used by management to overcome the presumption under the financial reporting framework;

· the completeness and appropriateness under the financial reporting framework; and

· that subsequent events do not require adjustments to the fair value measurement.

Assets:

The following have been properly recorded and, where appropriate, adequately disclosed in the financial statements:

· losses arising from sale and purchase commitments;

· agreements and options to buy back assets previously sold; and

· assets pledged as collateral.

Compensating arrangements

There are no formal or informal compensating balancing arrangements with any of our cash and investment accounts.  Except as disclosed in the financial statements we have no other lines of credit arrangements.

Contingent liabilities

There are no other contingent liabilities, other than those that have been properly recorded and disclosed in the financial statements.  In particular:

· there is no significant pending or threatened litigation, other than those already disclosed in the financial statements;

· there are no other material commitments or contractual issues, other than those already disclosed in the financial statements; and

· no financial guarantees have been given to third parties.

Related party transactions

I confirm the completeness of the information disclosed regarding the identification of related parties.

The identity of, and balances and transactions with, related parties have been properly recorded and where appropriate, adequately disclosed in the financial statements.

Post balance sheet events

Since the date of approval of the financial statements by the Council, no additional significant post balance sheet events that have occurred which would require additional adjustment or disclosure in the financial statements.

Specific representations

There are no claims under equal pay legislation which should have been reflected in the Statement of Accounts.

Signed on behalf of Barrow-in-Furness Borough Council

I confirm that this letter has been discussed and agreed by the Audit Committee on 24th September, 2008.

(i)
Legal Implications
It is a statutory requirement to have the accounts certified and published by the 30th September 2008.

(ii)
Financial Implications
None.

(iii)
Health and Safety Implications
None.
(iv)
Key Priorities or Corporate Aims
None.
(v)
Risk Assessment
None.

(vi)
Equal Opportunities
None

Background Papers

Nil










   Part One

	AUDIT COMMITTEE
	(D)

Agenda

Item

10

	Date of Meeting:       24th September, 2008
	

	Reporting Officer:    Borough Treasurer
	


Title:
Annual Governance Statement 2007-2008 – Action Plan Progress
Summary and Conclusions: 

From 2007-08 the Council is charged with carrying out a review of it's governance arrangements and reporting these to Committee together with an action plan to address any issues identified. Members will recall that at your meeting in June you approved the Annual Governance Statement and the related action plan for 2007-2008. This report informs members of the progress to date of implementing the recommendations in the action plan.

Recommendations: 
Members are recommended to note the report.

Report
The Annual Governance Statement review for 2007-08 highlighted the following actions. The implementation of these actions is being monitored and will be reported to this Committee until they are completed:

	
	Action required
	Responsible officer
	Target date

	A
	Sustainable Community Strategy to be updated and revised version to be published.
	Director of Regeneration and Community Services
	October 2008

	B
	Corporate partnership protocol document to be developed.
	Policy & Strategy Officer
	December 2008

	C
	Progress the benchmarking of the identified pilot services.
	Borough Treasurer
	October 2008

	D
	Procurement Policy to be reviewed.
	Standards & Facilities Manager
	March 2009

	E
	Agree corporate sustainability strategy.
	Standards & Facilities Manager
	October 2008

	F
	Ensure that action plans are in place to support the relevant Local Area Agreement targets.
	Chief Executive
	Completed August 2008

	G
	Review and update corporate risk register.
	Policy Review Officer
	Completed August 2008


Progress to Date

Actions F and G are completed.  Actions A, C and E are due for completion in October 2008.

Action F: Cumbria Strategic Partnership has identified 35 national indicators to support the Local Area Agreement (LAA) of which Barrow Borough Council is a lead partner for three and can make a significant contribution to one other (National Indicator 192 relating to residual household waste per household).  The Council has action plans to deliver against the LAA targets and monitor progress at an appropriate frequency.

Action G: Comprehensive risk management update reported to Management Board on the 13th August 2008.

(i)
Legal Implications
It is a statutory requirement to have the accounts certified and published by the 30th September 2008.

(ii)
Financial Implications
None.

(iii)
Health and Safety Implications
None.
(iv)
Key Priorities or Corporate Aims
None.
(v)
Risk Assessment
None.

(vi)
Equal Opportunities
None

Background Papers
Nil










   Part One

	AUDIT COMMITTEE
	(D)

Agenda

Item

11

	Date of Meeting:       24th September, 2008
	

	Reporting Officer:    Borough Treasurer
	


Title:
Internal Audit – Progress Report April to September 2008
Summary and Conclusions: 

The Committee will receive regular progress reports on the programme of work carried out by the Internal Audit service. The attached report relates to the period April to September 2008.   

The Council’s Internal Audit Manager will attend the meeting to present the report to members.

Recommendations: 

Members are recommended to:

1.
Receive and consider the report; and
2.
Raise any questions or concerns with the Internal Audit Manager.
Report
The Internal Audit progress report is attached.

(i)
Legal Implications
Statutory requirements under section 151 and the Accounts and Audit Regulations 2006.

(ii)
Financial Implications
None.

(iii)
Health and Safety Implications 
None.
(iv)
Key Priorities or Corporate Aims
None.
(v)
Risk Assessment

None.

(v)
Equal Opportunities
None

Background Papers

Nil











   Part One

	AUDIT COMMITTEE
	(D)

Agenda

Item

12

	Date of Meeting:       24th September, 2008
	

	Reporting Officer:    Borough Treasurer
	


Title:
Internal Audit – Final Reports
Summary and Conclusions: 

Internal Audit have completed a number audits in accordance with the approved annual programme.  On completion, final reports are presented to this Committee for consideration.   

The Council’s Internal Audit Manager will attend the meeting to present the reports to members.

Recommendations: 

Members are recommended to:

1.
Receive and consider the reports; and
2.
Raise any questions or concerns with the Internal Audit Manager

Report
There are 17 final reports for consideration, attached to this report.  The following table sets out the assurance level assigned to each report and the number of issues identified.

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.

The recommendation levels assigned to issues identified are:

Priority 1 – major issues that Internal Audit consider 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.
	No.
	Report
	Assurance level
	Major issues
	Important issues
	Minor issues
	Previous issues

	1
	Contract payment procedures/ contract register
	Restricted
	2
	8
	
	

	2
	Corporate health and safety
	Restricted
	1
	10
	5
	

	3
	IT general controls
	Restricted
	
	36
	
	

	4
	Kitchen replacements – contract audit
	Substantial
	
	6
	1
	

	5
	System interfaces
	Substantial
	
	4
	3
	

	6
	Housing and council tax benefits
	Substantial
	
	2
	3
	2

	7
	Payables
	Substantial
	
	1
	3
	

	8
	Sundry debtors
	Substantial
	
	1
	3
	

	9
	Car park meter charges
	Substantial
	
	
	3
	

	10
	National non-domestic rates
	Substantial
	
	
	3
	

	11
	Budgetary control
	Substantial
	
	
	2
	

	12
	Building control
	Substantial
	
	
	2
	

	13
	Council tax
	Substantial
	
	
	1
	

	14
	Income collection
	Substantial
	
	
	
	4

	15
	Receipt book checks
	Substantial
	
	
	
	4

	16
	Housing rents
	Substantial
	
	
	
	2

	17
	Financial information systems
	Unqualified
	
	
	
	


(i)
Legal Implications
Statutory requirements under Section 151 and the Accounts and Audit Regulations 2006.

(ii)
Financial Implications
None.

(iii)
Health and Safety Implications
None.
(iv)
Key Priorities or Corporate Aims
None.
(v)
Risk Assessment
None.

(vi)
Equal Opportunities
None.
Background Papers

Nil
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