BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE

Meeting, Thursday, 26th June, 2014
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 6th March, 2014 (copy
attached) (Pages 1-14).

6. Apologies for Absence/Attendance of Substitute Members.

FOR DECISION

(D) 7. External Audit Fee Letter 2014-2015 (Page 15).

(D) 8. External Audit — Fraud Briefing (Page 16).



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

9. External Audit Plan for the Year Ended 31st March, 2014 (Page 17).
10. External Audit — Committee Update (Page 18).

11. Internal Audit Final Reports (Pages 19-20).

12. Internal Audit Annual Report 2013-2014 (Page 21).

13. Internal Audit Charter (Page 22).

14.  Annual Review of Internal Audit 2013-2014 (Pages 23-25).
15. Internal Audit Performance Indicators (Page 26).

16.  Audit Committee Terms of Reference (Pages 27-28).

17.  Annual Review of Audit Committee Effectiveness (Page 29).
18.  Accounts — Committee Update (Pages 30-31).

19. Annual Governance Statement (Pages 32).

20. Risk Management (Page 33).

21.  Monitoring Priority 1 Recommendations (Pages 34-37).

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:
Sharron Rushton
Democratic Services Officer
Tel: 01229 876321
Email: srushton@barrowbc.gov.uk

Published: 18th June, 2014
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AUDIT COMMITTEE

Meeting Thursday 6th March, 2014
at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Pointer (Vice Chairman), Doughty,
Murray and Thurlow.

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

41 - Declarations of Interest

Councillor Pointer declared an Other Registrable Interest in Agenda Iltem 21 —
2013-2014 Accounts Update (Minute No. 56) as he was a member of the Barrow
and District Disability Association, a member of the Credit Union and the
Council’'s nominated representative on Barrow Citizens’ Advice Bureau.

42 — Minutes

The Minutes of the meeting held on 12th December, 2013 were taken as read
and confirmed.

43 — Apologies for Absence/Attendance of Substitute Members
An apology for absence was received from Councillor W. McClure.
44 — 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. The
Risk Register had been reviewed by Management Board at their meeting on 10th
February, 2014 and the following change had been made:-

The mitigated impact score for Risk 6 — The impact of welfare reform, had been
reduced from 4 to 3 giving a risk score of 12. The Housing Manager had been
satisfied that the mitigating actions were effective.

It was noted that Management had agreed a number of operational risks, full
details of which had been appended to the Policy Review Officer’'s report. The
Operational Risks would be used to inform the development of the Council’s
Business Continuity Plan.

A Member had suggested that a RAG (Red, Amber, Green) reporting method for
the risks would be useful. The Policy Review Officer advised that he would look
into that and seek approval from Management Board to amend the reporting
patterns.

RESOLVED:- To note the information.



45 — Code of Corporate Governance

The Policy Review Officer reported that the Council produced a Code of
Corporate Governance which was reviewed on an annual basis. A draft version
of the Code had been tabled at the last meeting on 12th December, 2013 (Minute
No. 39 refers). He reported that he had received feedback from the Chairman
and Vice Chairman of this Committee and that the draft version had also been
presented to the assurance group who had provided their feedback.

Some minor changes had been made to the wording of the document but they did
not impact on its content.

This Committee had been invited to endorse the Code of Corporate Governance
which had been attached as an appendix to the Policy Review Officer’s report.

RESOLVED:- To endorse the Code of Corporate Governance and agree that it
could be published on the Council’s website.

46 — Monitoring Priority 1 Recommendations

The Policy Review Officer reported that Internal Audit undertook reviews of
Council’s systems as identified 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 Manager would be agreeing to
implement those recommendations.

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

At the last meeting of this Committee there had been just one outstanding Priority 1
risk relating to the Business Continuity Plan and that was still outstanding. A draft
Business Continuity Plan had been submitted to Management Board in June 2013
and the Council had been working on the infrastructure to support the Information
and Communication Technology Disaster Recovery Plan. It was noted that an
alternative location for replica computer servers and telephone systems had now
been identified and that the Council were currently in the process of obtaining
quotations for communication links between the Town Hall and the remote location.
It was anticipated that this would be completed by the end of Quarter 4 or early in
Quarter 1.

RESOLVED:- To note the information.
47 — 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 had 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:-

Document Retention — Substantial Assurance;

National Non Domestic Rates — Substantial Assurance;

Budgetary Control — Substantial Assurance;

Payroll — Unqualified Assurance; and

Dock Museum New Access and Replacement Car Park — Substantial
Assurance.

agkrwnhE

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

In respect of the Dock Museum New Access and Replacement Car Park it was
noted that the total works had been valued 22.3% higher than the original tender.
A Member had questioned how this would impact on the second closest tender
and the Borough Treasurer advised that the increase specifically related to traffic
issues which had been reported formally to the Executive Committee.

RESOLVED:- To note the Internal Audit Final Reports.
48 — Internal Audit Progress Report

The Borough Treasurer reported that the Internal Audit Progress report for the
period 1st April, 2013 to 25th February, 2014 had been produced by the Head of
Internal Audit.

The Head of Internal Audit attended the meeting to present the report to
Members.

No Priority 1 recommendations had been made within the reporting period.

The report contained a Statistical Summary of the number of audit
recommendations (39). It was noted that 36 of the recommendations had been
fully accepted and 3 partly accepted. Each of the recommendations had been
assigned a priority graded 1-3, 1 being major issues and 3 being minor issues.
29 had been assigned Priority 2 and 10 had been assigned Priority 3.

A Member had questioned how long it had been since the last audit of Barrow
Playing Field Users Association. The Head of Internal Audit advised that it had
been in excess of two years and it was anticipated that the next audit would be
completed within twelve months.

In respect of the Catering and Events Management audit assignment which had
been given a Restricted assurance, a Member had questioned how long it would
be before the assurance became Substantial. The Head of Internal Audit advised
that it was anticipated that the audit would be finalised and reported to the next
meeting of this Committee.
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RESOLVED:- That the report be received.
49 — Internal Audit Annual Plan 2014-2015

The Borough Treasurer reported that the Internal Audit Annual Plan for 2014-2015
had been produced by the Head of Internal Audit. The Head of Internal Audit
attended the meeting to present the report to Members. He informed the
Committee that the number of days allocated to each audit had been done on a
risk based approach.

A copy of the Internal Audit Annual Plan for 2014-15 had been appended to the
report.

RESOLVED:- That the Internal Audit Annual Plan for 2014-2015 be agreed.
50 — External Audit Certification Report 2012-2013 Update

Jackie Bellard of External Audit reported that the Certification Report for 2012-2013
had been presented at the meeting on 12th December, 2013 and that since then
an additional appendix setting out the audit fees had been produced, this had been
appended to the report for Members’ information.

RESOLVED:- To note the additional appendix of the Certification Report for 2012-
2013.

51 — External Audit Benchmarking Financial Resilience

Jackie Bellard of External Audit reported that a report benchmarking the Council’s
arrangements for financial resilience had been produced; a copy of which had
been appended to the report. It was noted that the report included a review to
determine whether Councils had proper arrangements in place for securing
financial resilience. In doing so, External Audit considered whether Councils had
robust financial systems and processes in place to manage their financial risks and
opportunities, and to secure a stable financial position that enabled them to
continue to operate for the foreseeable future. The benchmarking compared the
Council with the total population of over 130 Councils and also with sub-
populations as follows:-

o Cumbria Councils only; and
o District Council type only.

The Financial Resilience report assessed the Council as Green and concluded that
whilst the Council had, in common with all Local Authorities, faced a significant
reduction in the level of financial support it received from Central Government, its
current arrangements for securing financial resilience were appropriate.

RESOLVED:- That the report be received.



52 — External Audit Committee Update

Len Cross of External Audit presented the Audit Committee Update report to

Members.

The report provided the Committee with details of the Auditor’s

progress in delivering their responsibilities as External Auditors. It also included a
summary of emerging national issues and developments that may be relevant to
the Council as well as a number of challenging questions in respect of those
emerging issues which the Committee may wish to consider.

A table of progress as at March 2014 had been presented as follows:-

Work Planned Date | Complete? | Comments
2013-2014 Accounts Audit Plan March External Audit
. . would submit and
External Audit are required to present the 2013-
issue a detailed accounts audit 14 accounts audit
plan to the Council setting out plan to the
their proposed approach in order Borough Treasurer
to give an opinion on the and the  Audit
Council's  2013-14 financial Committee  Chair
statements. for agreement
ahead of it being
formally tabled at
the next Audit
Committee
meeting in June.
Interim Accounts Audit November to | In progress | The outcome of
o o December External Audit’s
E.X’Fe.rnal Audit’s interim fieldwork | 5913 interim  coverage
visit included: would inform the
e Updating their review of the nature and Scope
Council’s control environment; of _thelr opinion
e Updating their understanding ;Ud't co;erﬁ]ge.tqn
of financial systems ne Authonty's
. . financial
e Review of Internal Audit statements
reports on core financial '
systems;
e Early work on emerging
accounting issues;
e Early substantive testing; and
e Proposed Value for Money
conclusion.
2013-14 Final Accounts Audit June — | June — | External Audit
_ September September | would discuss and
Including:- 2014 2014 agree the timing of

e Audit of the 2013-14 financial
statements;

e Proposed opinion on
Authority’s accounts; and

the

their audit
coverage, working
papers and key
finance staff
availability to




e Proposed Value for Money ensure the audit is
conclusion. conducted and
concluded in a
timely, efficient
and effective
manner.
Value for Money  (VfM) | January September | External Audit
Conclusion June 2014 2014 would have
. substantially
The scope of work to inform the completed their
2013/14 ViM conclusion VM audit
comprises a review of relevant conclusion  work
documentation and discussion before they
with key contacts to assess the commence  their
Council’s arrangements against opinion audit
the Audit Commission’s VM coverage.
criteria.

They would reach

their final VM
conclusion in
September having
considered,

amongst other
things, the

potential impact of
any issues arising
from the financial

accounts audit.

The Borough Treasurer had provided comments on the issues identified in the
table above under the Agenda ltem 2013-2014 Accounts Update’ (Minute No. 57
refers).

RESOLVED:- To receive the External Auditor’s report.
53 — External Audit Plan for the Year Ended 31st March, 2014

The Borough Treasurer reported that the External Audit Plan for the year ended
31st March, 2014 was currently being prepared and required the results of interim
accounts work before it could be finalised. Given that the next meeting of this
Committee was in June 2014, she had requested that acceptance of the External
Audit Plan for the year ended 31st March, 2014 be delegated to herself and the
Audit Committee Chairman. Once accepted, the External Audit Plan would be
circulated to Audit Committee Members and reported to the next meeting of the
Committee.

RESOLVED:- To agree that the External Audit Plan for year ended 31st March,
2014 be accepted by the Borough Treasurer and the Audit Committee Chairman.
The External Audit Plan would then be reported to the next Committee meeting.




54 — Accounting Policies 2013-2014

The Borough Treasurer reported that the Council’s Accounting Policies had been
reviewed to ensure that they remained relevant, current and reflected best
practice.

It was noted that it was the responsibility of the Borough Treasurer to select
suitable accounting policies and apply them consistently. Any significant changes
in accounting policies were reported in the Statement of Accounts. These
changes would be highlighted in the Code of Practice on Local Authority
Accounting in the United Kingdom each year.

Accounting policies were the specific principles, bases, conventions, rules and
practices applied by an Authority in preparing and presenting financial
statements.

The revised accounting policies had been appended to the Borough Treasurer’s
report for Members’ information, the changes had been summarised as follows:-

e Minor amendments to the HRA Income and Expenditure Statement and
the Major Repairs Reserve under the new self-financing arrangements;

¢ Amendments to the Comprehensive Income and Expenditure Statement to
comply with IAS 1 Presentation of Financial Statements (to show gross
income and gross expenditure);

e Revisions to comply with IAS 19 Employee Benefits concerning definitions,
disclosures, classification and measurement, including termination benefits
and post-employment benefits;

e Clarification of recognition and measurement in relation to property, plant
and equipment; and

¢ Amendments for the requirements of the localisation of business rates.

Changes in Accounting Policy

Where a change in accounting policy was required by the Code, an Authority
should disclose the information that might specifically be required by the Code.
For other voluntary changes in accounting policy made by an Authority,
disclosure would be required of:

e the nature of the change in accounting policy;

e the reasons why applying the new accounting policy provides reliable and
more relevant information;

e for the current period and each prior period presented, to the extent
practicable, the amount of the adjustment for each financial statement line
item affected,



e the amount of the adjustment relating to periods before those presented, to
the extent practicable; and

e if retrospective application was impracticable for a particular prior period,
or for periods before those presented, the circumstances that led to the
existence of that condition and a description of how and from when the
change in accounting policy has been applied.

Future Accounting Standards — Disclosures

Where a new standard has been published but had not yet been adopted by the
Code, Local Authorities would be required to disclose information relating to the
impact of the accounting change. In making the disclosures required,
practitioners would be recommended to disclose:

e The title of the new standard;
e The nature of the change in accounting policy or policies;

e The date by which the standard or interpretation would be likely to apply to
Local Authorities;

e A discussion of the impact that the introduction of the new standards would
be likely to have on the financial statements estimated on a reasonable
basis. If an estimate cannot be made on a reasonable basis because, for
example, the base data required to estimate the impact of the new
standard was not available, then the financial statements should clearly
explain that that was the case.

Accounting Policies for 2013-2014

The specific accounting policies that had been updated were:

= Council Tax and Business Rate Transactions — for localised business
rates;

= Employee Benefits — the Local Government Pension Scheme section;

= Government Grants — Efficiency Support Grant section in place of
Transition Grant section;

» Heritage Assets — removal of year end balances; and
» Leases — inclusion of peppercorn leases in the wording.

RESOLVED:- To approve the Accounting Policies for the Council’'s 2013-2014
Statement of Accounts.

55 - Going Concern

The Borough Treasurer reported that the Council was required to assess and
determine that it was appropriate to prepare the financial statements on a going
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concern basis. The review should take account of all available information about
the future, which was at least, but not limited to the next twelve months from the
end of the reporting period.

The accounts of the Council for the period 1st April, 2013 to 31st March, 2014
would be prepared on a going concern basis. That basis assumed that the
Council would be able to realise its assets and liabilities in the normal course of
business and that it would continue in business for the foreseeable future.

The Borough Treasurer advised the Committee that Management Team had
considered all relevant factors and determined that the going concern concept
applied to the Council.

RESOLVED:- To agree that the Council was a going concern and that it was
appropriate for the accounts to be prepared on a going concern basis.

56 — 2013-2014 Accounts Update

The Borough Treasurer submitted a report providing an update on the 2013-2014
Accounts, highlighting changes and updates that had occurred. The report also
provided an update on the items highlighted for review following the 2012-2013
Accounts audit.

She reported that the annual closedown timetable had been prepared and was
being taken out to Managers by the Accountants. She reported that her
Department had been absorbing a maternity leave during the closedown and all
of the associated cost centres had been distributed amongst the remaining
Accountants. The Accountancy Services Manager would manage the workload
as part of managing the Accountants as a whole.

It was noted that from April, the Borough Treasurer would be taking on additional
responsibilities and duties. However, she assured Members that this would not
take her away from working on the Council’s Statement of Accounts. In the
longer term it was likely that she would stop preparing some of the items in the
Accounts but retain her quality assurance and technical compliance role. For the
2013-2014 closedown she would continue to prepare various items within the
Accounts and provide technical advice when required.

The data requests for Departments, Members and Officers had all been prepared
and would be despatched nearer to the year end.

The Accountancy Services Manager and the Financial Services Manager had
been attending the CIPFA/Grant Thornton closedown workshop in March 2014
and would be briefing the Accountants on their return.

The Statement of Accounts document would be brought forward for updating.
The working paper file structure had been brought forward ready for use.



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 had been submitted by the HR Manager to Management Board
on a quarterly basis. The new occupational health provider commenced on the
1st October, 2013. At quarter 3 the number of day’s absence per employee was
8.36 days compared to 9.44 days for the previous year. The reasons for the
absences had also reported as had the split between long term and short term
absences:

e Longterm 1,180 days
e Short term 426.5 days

There was currently one employee who had been absent for over a month and
two employees that were on long term sick had commenced phased returns.
Return to work interviews were monitored to ensure that timely action could be
taken where necessary.

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

Medium Term Financial Plan

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

Segmental reporting

The Council’s reporting divisions for resource allocation decisions had been
reviewed. The following divisions would be included in the quarterly Council
Finances report:

Corporate and Support Services;

Public Housing and Homelessness;
Regeneration and the Built Environment;
Community Services; and

Revenue and Benefits.

This would be reported in addition to the whole General Fund and separate,
Housing Revenue Account. The quarterly report format would be reported to the
Executive Committee on the 26th March, 2014, for approval.
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Other Updates

The External Auditors update report on the agenda today identified a number of
recent issues or current affairs (Minute No. 52 refers). The Borough Treasurer
provided Members with the Council’s arrangements in relation to each item
summarised as follows:-

e Tough Times 2013
o Balanced 2014-2015 budget to Council on 4™ March, 2014.

O

©)

©)

@)
@)
@)

@)
@)

@)
@)
@)

o

@)
@)

o

o

o

Medium Term Financial Plan to Council on 8" April, 2014.

Local Audit and Accountability Act

Report on auditor panel to follow.

Financial settlement 2014-2015:

Balanced 2014-2015 budget to Council on 4™ March, 2014.

Support for UK high streets

Impact estimated for NNDR1 return, total £1.3m.
Councils would receive a section 31 grant to fund these initiatives.
Instalments may impact on monitoring in year.

New homes

HRA following 30 year business plan to repay existing debt.
New Homes Bonus may be changing from 2015-2016.

Tipping Point

£4.4m into £5m four year Budget Strategy.
Council Priorities and Workforce Strategy recently agreed.
Medium Term Financial Plan about to be updated.

Alternative Delivery Models

NW Employers 3 day course for Management Board and Business
Improvement Team in January. Discussions currently under review
for Management Group session in March.

Welfare Reforms

Annual update to Executive Committee.

Universal credit currently programmed for 2016-2017 for Barrow
Borough Council.

Revenues & Benefits Client Manager attends briefings with the Job
Centre, DWP and the Pension Service.

Welfare Reform Group includes the Council other agencies;
Citizen’s Advice Bureau, Barrow and District Disability Association,
Age UK, Barrow and District Credit Union, Mind in Furness, Project
John, and Accent Group.

Local Council Tax Support scheme agreed for 2014-2015.

e Revaluing Assets

@)
©)

This has been discussed with the Valuers.
There were no changes to the classes of assets held by the
Council.

e Business Rate Appeals

©)
@)
@)

Ongoing liaison with the Valuation Office established.

31st March, 2014 appeals estimated for NNDR1 return, total £1.4m.
Calculation would be performed as part of closedown process after
discussion at the Cumbria Chief Finance Officers group.
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e Pensions Accounting
o Actuarial services would be secured under the usual Cumbria
arrangements.
o The Council was not considering an early repayment.
e Pension Scheme
o Cumbria County Council and YPS had both hosted pension
conference/workshops and the Council was aware of the changes
from 1st April, 2014.
o The payroll provider was prepared for the changes.
o Monthly data exchange on Excel templates agreed with the pension
fund.

RESOLVED:- To receive the Borough Treasurer’s report.
57 — Audit Committee Work Plan

The Borough Treasurer submitted a report setting out the Audit Committee Work
Plan which would be the basis for the agenda of the meetings throughout 2014-
2015.

The items listed within the plan were not exclusive as others could be brought to
the Audit Committee as appropriate. Any recurring items would be built into the
Work Plan.

The Work Plan was based on the Terms of Reference for the Audit Committee as
set out in the Council’'s Constitution. The reports were aligned to the relevant
area, together with the reporting Officer and the reporting cycle noted in the final
columns.

The Audit Committee Work Plan had been appended to the Borough Treasurer’s
report.

RESOLVED:- That Members agree the Work Plan for 2014-2015.

REFERRED ITEMS

THE FOLLOWING MATTERS ARE REFERRED TO COUNCIL FOR DECISION

58 — Financial Regulations and Contract Standing Orders

The Borough Treasurer reported that the Financial Regulations provided the
overall key control framework to enable the Council to exercise effective financial
management and control of its resources and assets. The Regulations supported
and protected Members and staff in the performance of their duties where
financial issues were involved.

The Contract Standing Orders applied to the purchase by or on behalf of the
Council of works, supplies (goods) and services with a contract value of £100,000
and above.
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Both the Financial Regulations and Contract Standing Orders had been reviewed
and amendments had been proposed to the documents, as outlined in the
Borough Treasurer’s report. Full copies of the revised documents had been
appended to the report.

It was noted that the Financial Regulations and Contract Standing Orders would
be formally endorsed by the Council as a key part of the Council’s Constitution.

RECOMMENDED:- To recommend the Council to approve the amendments to the
Financial Regulations and Contractor Standing Orders as outlined below:-

Financial Regulations Amendments:-

e Borough Treasurer changed to Director of Resources;

e Deputy Executive Director changed to Director of Resources or removed,;

e Chief Accountants changed to Accountancy Services Manager and
Financial Services Manager;

e Sustainable Community Strategy and key priorities changed to Council
Priorities;

e Personnel changed to HR;

e Virement limit introduced for Accountancy Services Manager and Financial
Services Manager,

e Section 7, 4.b, amended to better reflect matching supplements where
additional income or grant is matched by expenditure;

e Section 8, 1.b, amended to include the use of Contract Standing Orders
below £100,000;

e Section 8, 4.d, amended to include Accountancy Services Manager and
Financial Services Manager,

e Section 11, paragraph 8, item deleted as NNDR is now localised and this
referred to the National Pool;

e Section 13, 4, amended to include Accountancy Services Manager and
Financial Services Manager;

e Section 14, paragraph 5 all deleted as this is covered in the Information
Security Policy; and

e Section 19, 9, amended to include the Leader of the Council, other
Members and External Auditors.

Contract Standing Orders Amendments:-

e Deputy/Chief Officer amended to Responsible Contract Manager;

e As appropriate amended the reference to appropriate Chief Officer to
Capital Programme Group or Management Board,

e Section 1 amended to include the use of Contract Standing Orders below
£100,000;

e Section 1 amended as the EU thresholds were reset on 1st January, 2014,

e Section 2 added to set out the Council’s minimum contract award process;

e Section 4 amended to include the requirements of a framework agreement
— pre-vetted contractors;

e Section 5 amended to include the time of the tender submission;
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e Section 6 amended to include the retention of tender packaging, recording
electronic tender opening in the Council’s tender opening register and that
tenders should normally be opened by Council Officers with the
appropriate Member presence;

e Section 13 renamed ‘Project Review Report’ and amended to clarify post
implementation reporting requirements;

e Section 14 renamed ‘Contract Clauses’ and amended to include the
requirement for Data Sharing Agreements; and

e Section 14 amended to remove reference to the 2.5% final account.

59 — Anti-Fraud Policies

The Borough Treasurer reported that the Anti-Fraud and Corruption Policy sets
out the Council's commitment to the prevention and detection of fraud and
corruption. It outlined the responsibilities of staff, Members and management and
set out the procedures to be followed where suspicion of financial or other
irregularity was raised.

The Whistle Blowing Policy applied to all staff, Members and those Contractors
working for the Council on the Council’'s premises. The Policy set out the
Council’s expectation that serious concerns were raised.

Both the Whistle Blowing Policy and the Anti-Fraud and Corruption Policy had
been reviewed and amendments had been proposed to the documents, as
outlined in the Borough Treasurer’s report. Full copies of the revised documents
had been appended to the report.

The Anti-Fraud and Corruption Policy was published on the Council’s website and
the Whistle Blowing Policy on the Council’s Intranet. It was noted that both
policies would be promoted to staff again following this meeting and that the
revised documents would also be issued to Members.

RECOMMENDED:- To recommend the Council to approve the amendments to
the Whistle Blowing Policy and Anti-Fraud and Corruption Policy as outlined
below:-

Whistle Blowing Policy:-

. The reporting of Fraud Hotline usage to the Audit Committee had been
added.

Anti-Fraud and Corruption Policy:-

e Personnel changed to HR (Human Resources);

e Deputy Executive Director changed to HR Manager (for staff related issues)
or removed,

e Borough Treasurer changed to Director of Resources;

e  External Auditor, Grant Thornton added; and

e Reporting of Fraud Hotline usage to Audit Committee added.

The meeting closed at 3.42 p.m.
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  26th June, 2014 Item

Reporting Officer: Director of Resources /

Title: External Audit Fee Letter 2014-2015
Summary and Conclusions:

The fee letter for 2014-2015 has been received from the External Auditor. The
Main Audit fee remains the same as 2013-2014.

Recommendations:

Members are recommended to note the External Audit fee for 2014-2015.

Report

The External Audit fee letter for 2014-2015 is attached at Appendix 1. The Main
Audit fee remains the same as 2013-2014. The Grant Certification fee has
reduced by £2,890 as the areas requiring grant certification have reduced.

Background Papers

Nil
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APPENDIX No, ~ |
Grant Thornton 4 4

0o
C.’g 1.{
Sue Robetrts
Directot of Resoutces
Batrow in Furness Borough Council st Thomton UK LLp
ran omion
Town Hall 4 Hardman Square
Duke Street Sovingfads
- BARROW-IN-FURNESS Hanshisier 4 328
Cumbtia T +44{0) 161 3536900
LA14 2LD wavi gfant-hoeaton co.uk
17 April 2014
Dear Sue

Planned audit fee for 2014/15

The Audit Commission has set its proposed work programme and scales of fees for 2014/15.
In this letter we set out details of the audit fee for Barrow-in-Furness Borough Council along
with the scope and timing of our work and details of our team,

Scale fee

The Audit Commission defines the scale audit fee as “the fee required by auditors to carry
out the work necessary to meet their statutory responsibilities in accordance with the Code of
Audit Practice. It represents the best estimate of the fee required to complete an audit where
the audited body has no significant audit risks and it has in place 2 sound control
environment that ensures the auditor is provided with complete and materially accurate
financial statements with suppotting working papers within agreed timeframes.”

The Council's scale fee for 2014/15 has been set by the Audit Commission at £67,259, which
compates to the audit fee of £67,259 for 2013/14.

Futther details of the work programme and individual scale fees for all audited bodies are set
out on the Audit Commission’s website at: ¥ it- ission,gov.uk/audit-
i i 41

The audit planning process for 2014/15, including the risk assessment, will continue as the
yeat progresses and fees will be reviewed and updated as necessary as our work progresses.

Scope of the audit fee
The scale fee covers:

* our audit of your financial statements

* our work to reach a conclusion on the economy, efficiency and effectiveness in your use of
resources (the value for money conclusion)

¢ our work on your whole of government accounts return.
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Value for Money conclusion
Under the Audit Commission Act, we must be satisfied that the Council has adequate
arrangements in place to secure economy, efficiency and effectiveness in its use of resources,

focusing on the arangements for:

¢ securing financial resilience; and
* prioxitising resoutces within tighter budgets.

We undertake a tisk assessment to identify any significant risks which we will need to address
before reaching our value for money conclusion. We will assess the Council's financial
resilience as part of our work on the VIM conelusion and a separate report of our findings

will be provided.
Certificatlion of grant claims and returns

The Council's composite indicative fee has been set by the Audit Commission at £18,310.

Billing schedule
Fees will be billed as follows:

Main Audit fee L

September 2014 10,814.75

December 2014 16,814,75

March 2015 16,814.75

}une 2015 16,814.75 !
Grant Certification

December 2015 18,310.00

Total 85,569.00




Cur team
The key members of the audit team for 2014/15 are:

Name Phone Number E-mail

~ Engagement Lead Jackie Bellard 0161 234 6394 Jackie bellardd@uk.gt.com

Engagement Len Cross 0161 234 6387 leonard.e. cross@uk.gt.com

Manager

Audit Executive  Daniel Watson 0161 234 6344 Danielwatson .ot.com

Additional work _
The scale fee exciudes any work requested by the Council that we may agree to undertake

outside of our Code audit. Each additional piece of work will be separately agreed and a
detailed project specification and fee agreed with the Council,

Quality assurance

We ate committed to providing you with a high quality service. If you are in any way
dissatisfied, or would like to discuss how we can improve our service, please contact me in
the first instance. Alternatively you may wish to contact Sarah Howard, our Head of Public

Sector Assurance

Yours sincerely

Jackie Bellard
For Grant Thornton UK LLP




Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  26th June, 2014 Item

Reporting Officer: Director of Resources 8

Title:  External Audit — Fraud Briefing

Summary and Conclusions:

The Audit Commission have published a Fraud Briefing from the Protecting the
Public Purse work carried out in 2012-2013. 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 Audit Commission have produced a Fraud Briefing from the Protecting the
Public Purse work carried out in 2012-2013. The report is attached at Appendix 2
and will be presented to Members by the External Auditor.

Background Papers

Nil
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Part One

AUDIT COMMITTEE

Date of Meeting:  26th June, 2014

Reporting Officer: Director of Resources

(D)
Agenda
ltem

9

Title: External Audit Plan for the Year Ended 31st March, 2014

Summary and Conclusions:

The External Audit Plan for the year ended 31st March, 2014 has been received

from the External Auditor.

Recommendations:

The plan has been agreed with the Chair and the
Director of Resources and will be presented by the External Auditor.

Members are recommended to receive and note the Audit Plan for the year ended

31st March, 2014.

Report

The External Audit Plan for the year ended 31st March, 2014 is attached at

Appendix 3. The External Auditor will present the report to Members.

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  26th June, 2014 Item

Reporting Officer: Director of Resources 10

Title:  External Audit - Committee Update
Summary and Conclusions:

An Audit Committee Update 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 an Audit Committee Update for Members.
The report is attached at Appendix 4 and will be presented to Members by the
External Auditor.

Background Papers

Nil

18
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Part One

AUDIT COMMITTEE (D)
Agenda
Date of Meeting:  26th June, 2014 ltem

11

Reporting Officer: Director of Resources

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 questions.

Report

There are ten 2013-2014 final reports for consideration by Members:

Council Tax — Appendix 5

Receivables — Appendix 6

Payables — Appendix 7

Housing Rents — Appendix 8

Receipt Book Checks — Appendix 9

IT Infrastructure Management — Appendix 10
Housing Benefits — Appendix 11

Performance Management — Appendix 12
Heating and Ventilation contract — Appendix 13
CHP Housing Contracts — Appendix 14

There is also one 2014-2015 final report for consideration by Members:
e Car Park Meter Income (2014/15 audit) — Appendix 15
These will be presented to Members by the Head of Internal Audit.
For information the assurance and recommendations assigned to Internal Audit

reports are as follows:

19




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 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, ©

 DBARROWBOROUGHCOUNCL

 INTERNAL AUDIT FINAL REPORT 13.03

~ COUNCILTAX

Executive Summary

Introduction

The Authority’s Council Tax service is administered by Liberata, using the Northgate
iWorld system, as part of a long term contract awarded in 1998. The gross Councll
Tax liability for 2013/14 is approximately £40m, which relates to 33,260 properties.

Legislation introduced in 2012 implemented the Government's proposals for
Localising Support for Council Tax. Billing authorities had to make a Local Council
Tax Reduction Scheme to replace the Council Tax Benefit System which ended on
31% March 2013. The Council adopted the Government'’s prescribed default scheme
as its local scheme with effect from 1% April 2013. The new local reduction scheme is
broadly similar to the previous Council Tax benefits scheme in terms of who receives
henefit, when and how. For each subsequent financial year the Council is required fo
formally adopt a Local Council Tax Reduction Scheme.

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 internal controls over the Council Tax system. The | Substantial Assurance
scope and objectives of the audit were discussed and _ _
agreed in advance with the Senior Revenues Technician | One importantissue
and the Liberata Service Team Leader.

Two minor issues

Audit work included a control evaluation of the system

design, and testing of the operation of key controls. One Previous
Recommendation

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that, while there is a basically sound
system, there are weaknesses which put some of the system objectives at risk. We
have made the foliowing Priority 2 recommendation which concerns:

¢ ensuring that all Council Tax Reduction claims are submitted on a valid claim
form.

We have also made two Priority 3 recommendations, which relate to:

¢ performing retrospective test checks where necessary, to ensure that the
relevant checks have been achieved for 2013/14; and

o ensuring that all claims forms are date stamped to evidence the date of receipt.

Furness Audit April 2014
Page 1



Barrow Borough Council Final Report Number 13-03

In addition, Internal Audit reviewed the two recommendations made in the previous
audit report 12-03, dated February 2013. One recommendation has been
implemented and one recommendation has been partially implemented. The
outstanding points are as follows:

o The Council and Liberata should review the process of requesting and
approving the write off of irrecoverable Council Tax debts to incorporate the
following controls:

a) the production and maintenance of up to date documented procedures for
the process; and

b) reconciliation of the amount of arrears proposed for write off to supporting
records, with reconciliations being signed and dated by the preparer.

(Priority 2}

Management Response

We have received a constructive management response from the Liberata Service
Team Manager, the Client Manager and the Senior Revenues Technician, accepting
the recommendations.

Acknowledgement

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

Fumess Audit April 2014
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APPENDIX NO é’

BARROW BOROUGH COUNCIL

INTERNAL AUDIT FINAL REPORT 13 11
ACCOUNTS RECEIVABLE

Executive Summary

Introduction

Debtor accounts for income due to the Council, other than Housing Revenue Account
income, are administered and controlled by the Borough Treasurer's Department,
using the Accounts Receivable module of the Oracle financial system. Invoices are
raised centrally by Borough Treasurer's staff, either upon receipt of an authorised
Accounts Receivable Transaction Request Form, or imported electronically from
departmental databases.

The Borough Treasurer's Department is responsible for the initial recovery of unpaid
debts; if unsuccessful, relevant cases are referred to the law firm DWF (previously
Crutes) which operates a debt collection agency.

At 31 October 2013, the Council had raised 2,190 invoices with a value of
approximately £2.7 million; the balance on the Receivables Ledger was £816,462.
The writing off of irrecoverable debts is approved at the end of each financial year; in
2012/13, these amounted to £44,080.

Audit Objectives

An audit of this system forms part of the agreed 2013/14

programme. The audit objectives were to evaluate and test the Key Points

internal controls over the accounts receivable system. The | substantial Assurance
scope and objectives of the audit were discussed and agreed
in advance with the Chief Accountant (Systems). One important issue
Audit work included a control evaluation of the system design, | T'v@ minor issues
and testing the operation of key controls. Three provious

recommendations

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that while there is a basically sound system
of control, there are weaknesses, which may put some of the system objectives at
risk. We have made one Priority 2 recommendation, which concerns:

¢ ensuring that there is adequate segregation of duties within the Accounts
Receivable process.

We have also made five Priority 3 recommendations, which relate to ensuring that:

» for each "invoice batch run” adequate evidence authorising the raising of
invoices is retained; the debtor database and print batch totals are reconciled

Fumess Audit March 2014
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and confirmation of invoices raised and the Oracle batch control sheet is
consistently maintained.

¢ areason is consistently documented for all disputed invoices;
*» Receivables write offs are reported to Executive Committee;

» all electronic Accounts Receivable Transaction Request forms are authorised
and dated by an appropriate signatory; and

¢ credits/cancellations of invoices are only performed when requested by an
authorised officer.

internal Audit reviewed the five agreed recommendations made in the previous audit
report 12-12, dated February 2013. One recommendation has been implemented and
two recommendations have been overtaken by events; however two
recommendations remain outstanding and relate to:

¢ regularly monitoring arrangements to pay sundry debtor invoices by instalments
to ensure that they are being consistently maintained. (Priority 3); and

» ensuring that up to date documented procedures for the Accounts Receivable
function are produced and reviewed regularly. (Priority 3).

Internal Audit also reviewed the outstanding recommendation made in the previous
audit report 10-15, dated April 2011. The recommendation has been overtaken by
events.

Finally, Internal Audit reviewed the two outstanding recommendations made in audit
report 09-14, dated May 2010. One recommendation has been implemented and one
recommendation remains outstanding and concerns:

¢ ensuring recovery action is performed in accordance with the Council's
Accounts Receivable Recovery Process (Priority 2).

Management Response

We have received a constructive management response from the Chief Accountant
(Systems) accepting each of the recommendations.

Acknowledgement

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

Executive Summary
Introduction

The payment of supplier invoices, rent allowance, business rate and council tax
refunds is managed by the Borough Treasurer's Department, using the Accounts
Payable module of the Council’s Oracle Financial system. All payments processed by
the Council are made through BACS.

The system currently holds records for 3,482 suppliers and the following payments
were made in the period up to 11" December 2013:

Number Amount

(£000)

Suppliers 3,502 18,488
Rent Allowances 17,912 9,231
Council Tax & NNDR 1,334 628

Refunds

Audit Objectives

An audit of this system forms part of the agreed 2013/14
programme. The audit objectives were to evaluate and test Key Points
the internal controls over the Accounts Payable system.
The scope and objectives of the audit were discussed and | Substantial Assurance
agreed in advance with the Chief Accountant (Systems).

. . . One previous
Audit work included a control evaluation of the system recorl::mendation

design, and testing of the operation of key controls.

Audit Conclusion - Substantial Assurance

As a result of the audit we have concluded that while there is a basically sound system
of control, there are weaknesses which put some of the system objectives at risk. We
have not made any new recommendations; however, there is one recommendation
outstanding from a previous report.

Internal Audit reviewed the two agreed recommendations made in Audit Report 12-16,
dated February 2013. Both recommendations have been implemented.

Internal Audit also reviewed the agreed recommendation made in Audit Report 11-19,
dated November 2011. The recommendation remains outstanding and concerns:

Fumess Audit March 2014
Page 1



Barrow Borough Council Final Report Number 13-15

¢ considering whether any action is required to ensure that all supplier invoices
are paid promptly within agreed settlement terms. (Priority 3).

Management Response

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

Acknowledgement

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

Fumess Audit March 2014
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HOUSING RENTS

Executive Summary

Introduction

The Council currently owns and manages 2,687 dwellings and 486 garages. The total
stock is relatively static as Right to Buy sales of homes have declined in recent years.
The Housing Department is responsible for the monitoring and maintenance of the
Council's Housing Rent Account for these properties.

The annual dwellings rent debit for 2013/14 is approximately £9.9m, around 73% of
which will be met by housing benefit. At 31 March 2013, current tenant arrears were
£203,623, equating to 2.1% of rent owed, compared to a target of 3.2% for 2012/13.
At the same date, former tenant arrears were £135,745, equivalent to 1.4% of rent
owed, against a target of 1.3%.

By agreement with United Utilities, the Council began collecting water charges from its
tenants on 1 April 2013, with a net annual debit of around £835,000. From the same
date, the Government’'s changes to housing benefit reduced the entitlement to rebate
for those homes deemed to be under occupied based upon the new regulations.
These two factors have had an impact on the collection of rent and associated
charges, together with the procedures used to pursue arrears, particularly as income
is now due from many tenants who had previously been entitled to full rent rebate.

Audit Objectives

An audit of this system forms part of the agreed 2013/14
programme. The audit objectives were to evaluate and test Key Points
the internal controls over the Housing Rents system. The
scope and objectives of the audit were discussed and agreed
in advance with the Business Support Manager.

Substantial Assurance

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

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that while there is a basically sound system
of control, there are weaknesses which put some of the system objectives at risk. We
have made one Priority 2 recommendation, which relates to:

e ensuring that the proposed automated process for managing former tenant
arrears provides robust standard procedures for the recovery of those debts
and that the effectiveness of those procedures is reviewed regularly.

Internal Audit also reviewed the one agreed recommendation made in Audit Report
12-17, dated November 2012; the recommendation has been fully implemented.
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Finally, Internal Audit reviewed the outstanding recommendation made in Audit Report
11-20, dated September 2011; this recommendation has also been implemented in
full.

Management Response

We have received a constructive management response from the Business Support
Manager, accepting the recommendations.

Acknowledgement

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

Fumess Audit March 2014
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Executive Summary

Since 2003 a number of Council Departments have ceased to collect income due to
the increasing availability of electronic payment methods. Additionally, in 2012 the
Council introduced an electronic receipting system for utilisation by “Customer
Services” and Cemeteries departments; however, a small number of departments
continue to receipt income manually. Where this occurs, receipts are required to be
completed, issued and summarised on the appropriate Council Paying-in Sheet, in
accordance with the Council’s General Procedures for Receiving Income.

Audit Objectives

An audit of this system fprms part of the ggreed 2_013/’!4 Key Points
programme. The audit objectives were to review the internal
controls over the manual receipting system. The scope and | Substantial
objectives of the audit were discussed and agreed in advance | Assurance

with the Chief Accountant (Systems). One Previous
Recommendation

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that while there

appears to be a basically sound income receipting system, there are weaknesses,
which put some of the system objectives at risk. We have not made any new
recommendations within this report, however there is one outstanding issue from
previous audit reports as foliows:

Internal Audit reviewed the two recommendations made in the previous Audit report
12-29, dated June 2013. One recommendation has been fully implemented and one
recommendation has been considered in accordance with that recommendation.

In addition, Internal Audit reviewed the outstanding recommendation from Audit report
07-37, dated April 2008. The recommendation remains outstanding and concerns:

¢ marking the final receipt of the banking with the date banked. (Priority 3)

Management Response

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

Acknowledgement

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

Executive Summary

introduction

In accordance with the 2013/14 Internal Audit Plan, a review of the Council's
Infrastructure Management arrangements was commenced in January 2014.

An appropriate, robust and well managed IT infrastructure is essential for the Council
to ensure the effectiveness and resilience of its operations and services.

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 is to provide | supstantial
reasonable assurance that adequate controls exist over the | Assurance

Council's management of the IT infrastructure.
Three important

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

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that while there is a reasonable system of
control there are weaknesses which may place some of the objectives at risk. We
have identified three important issues which relate to formalising strategy and
standards and to improving the management of assets. These concerns apart, we
found there to be sound arrangements for the management of the Council's IT
infrastructure and are therefore able to provide a substantial assurance.

We have made three Priority 2 recommendations, as follows:

s |T Services should ensure that all technology standards adopted are documented
so that this may be used to support and inform future IT strategy and infrastructure
decisions. As with all key documentation, arrangements for regular review should
be included.

e The Council should ensure that all IT assets have a designated “owner”. (Shared
resources should be owned by section heads or managers.) It is also
recommended that regular checks are carried out, preferably at least annually.

e The Council should consider the requirement for senior T staff to hold regular
“account management” meetings with major user representatives. |t is suggested
that these meetings should be formally documented, but in a brief format
emphasising user needs and expectations.
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Management Response

We have received constructive management responses accepting all of our
recommendations and agreeing suitable timescales for implementation.

Acknowledgement

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

Executive Summary

Introduction

The Council's Housing Benefit service is administered by an external provider,
Liberata, under a client/contractor relationship, which has been in existence since
1998. The company uses Northgate’s iWorld benefits and Anite document
management systems to process and record claims. The contractor's performance is
monitored by the Client Section of the Borough Treasurer's Department.

- At the time of the audit review, there were 5,352 live Housing Benefit claims; most of
the total benefit expenditure of around £19 million is met by subsidy from Central
Government.

Audit Objectives

An audit of this system forms part of the agreed 2013/14 ]
programme. The audit objectives were to evaluate and test the Key Points
internal controls over the Housing Benefits system. The scope | gypstantial
and objectives of the audit were discussed and agreed in | Assurance
advance with the Borough Treasurer and the Liberata Service

Team Manager. One previous
recommendation

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

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that while there is a basically sound system
of control, there are weaknesses, which may put the system objectives at risk. We
have not made any new recommendations within this report; however there are
recommendations outstanding from the previous audit report.

Internal Audit reviewed the four agreed recommendations from our previous audit
report 12-02, dated September 2013. Three recommendations have been
implemented and one recommendation has been partially implemented, the
outstanding issues are as follows:

» The Council should review the process for verifying the rent applicable to benefit
claims for homeless persons placed in temporary accommodation, to iniroduce
the following controls:

Fumess Audit June 2014
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a) rents are formally agreed periodically with landlords and notified to relevant
Council and Liberata staff; and

b) the proof of rent form is signed by the homeless person.

In addition, Internal Audit reviewed the one outstanding recommendation from Audit
Report 09-05, dated June 2010. This recommendation has been impiemented.

Management Response

We have received a constructive management response from the Housing Manager,
providing a revised implementation deadline for the recommendation.

Acknowledgement

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

The Council has developed a Performance Management Framework which is based on
identifying a number of improvement activities to achieve the aims of both the Community
and the Council. For each of the six Key Priorities in place in 2010/11 an action plan was
in place which included annual objectives, actions and measures so progress could be
assessed. In 2011/12 due to the economic climate, the Council reduced its key Priorities
to the four most urgent and important issues identified in the Borough. These were
reviewed in 2013 and are as follows: Housing, Regeneration and the Public Realm, Local
Economy and Service Delivery.

Audit Objectives

An audit of this system forms part of the agreed 2013/14 Key Points
programme. The audit objectives were to review the high-level
internal controls relating to Performance Indicators. The scope | Substantial Assurance
and objectives of the audit were discussed and agreed in

advance with the Corporate Support Manager. One Minor Issue
Six Previous
Audit Conclusion — Substantial Assurance Recommendations

As a result of the audit we have concluded that there are
weaknesses which may put some of the system objectives at risk. We have made one
new Priority three recommendation which concerns:

¢ considering including “"inadequate Performance Management arrangements” as a
risk within its Corporate Risk Register.

Internal Audit aiso reviewed the six agreed recommendations made in the previous audit
report 12-04, dated May 2013. The recommendations are all in progress and concern:

* reviewing the reported Performance Indicators, to ensure that they reflect, and
provide useful monitoring information in relation to the Council's Key Priorities.
(Priority 2),

e updating corporate performance management documentation, including the
Performance Management Framework. Priority 2);

¢ producing documented procedures relating to the performance management
system, including roles and responsibilities of officers and Members; specifically
including those of the Corporate Support Manager (Priority 2);
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» considering setting targets for the reported performance indicators, in line with Key
Priorities (Priority 2);

* revising the ‘performance information' held on both its website and intranet to
provide up fo date indicator data and related guidance within the appropriate
sections (Priority 3); and

¢ considering including within the Authority’s annual report, more detailed information
refating to the Council’s performance; linking to actual performance indicator
results and therefore providing a more transparent picture and demonstrating
evidence for the key objectives achieved/progress made. (Priority 3)

Management Response

We have received a constructive management response from the Corporate Support
Manager, accepting the recommendation and providing revised implementation deadlines.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.
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HEATING VENTILATION AND AIR CONDITIONING MAINTENANCE CONTRACT

Executive Summary

Introduction

This two year contract relates to the annual servicing and maintenance of heating,
ventilation and air conditioning plant at various locations in the Borough. The pre-
tender estimated project cost was £64,000 pa, to be funded from the Capital
Programme. The contract was let in the sum of £132,508 for the two year period to
the lowest tenderer, Integral UK Ltd, following competitive tendering under OJEU
procedures.

Audit Objectives

Internal Audit are required to consider for review all contracts

entered into by the Council. The Borough Treasurer through Key Points

the Head of Internal Audit will select all contracts valued over | substantial Assurance
£100,000 and a sample of smaller contracts for detailed
scrutiny and review. Two important issues

The audit objectives were to perform an examination of the | One minorissue
interim and final account together with associated

documentation.

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that weaknesses have been identified in
the system of control, which may put some of the system objectives at risk.

We have made two Priority 2 recommendations, which are as follows:

+ the TSU Manager should outline why specific requirements stated in Contract
Standing Orders were not included fully in contract documents; and

o the TSU Manager should provide an explanation in relation to the error
identified within the tender evaluation process.

In addition we have made one Priority 3 recommendation, which concerns:

¢ |t would be expected that more than one officer should evaluate the technical
competence of potential tenderers and in doing so record their names
alongside the evatuation document.
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Management Response

We have received a constructive management response from the Technical Services
Unit Manager, accepting each of the recommendations.

Acknowledgement

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

Fumess Audit June 2014
Page 2



Barrow Borough Council

CONTRACT PARTICULARS

Finaf Report Number CR 88

Contract Title:

Heating, Ventilation and Air Conditioning
Service Maintenance NWCE-98PQKQ

Contract Form: Bespoke Barrow Borough Council
Service Contract

Contractor: Integral UK Ltd

Engineer: N/A

Quantity Surveyor: N/A

Other Consultants N/A

Tender Sum: £132,508.00 (two year period)
Contract Sum: £132,508.00

Date for Commencement; 1 February 2014

Date for Completion: 31 January 2016

Date of Practical Completion: N/A

Extension of Time Granted: N/A

Delay in Completion: N/A

Liquidated and Ascertained Damages N/A

provision/paid/received:

Minimum Insurance Cover Required £10m Public Liability
Minimum Insurance Cover Confirmed £10m Public Liability
Minimum Bond Required N/A

Retention Amount N/A

Latest Contract Vaiuation: N/A

Anticipated Final Account Sum: N/A

Percentage increase/decrease:

Latest Valuation against Contract Sum N/A

Anticipated Outturn against Contract Sum
Fumess Audit June 2014
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CUMBRIA HOUSING PARTNERS (CHP) CONTRACTS

.“:”011 2015 INVESTMENTS TO MEET DECENT HOMES STANDARD

' "I'BATHROOMS CR71

-'HEATING CR72
KITCHENS CR73 :
PAINTING CR74

-REWIRES CR76

o 20’12 2016 DISABLED ADAPTATIONS'CR'/B

Executive Summary

Introduction

Five of these six projects relate to a programme to maintain the Council's housing
stock at the decent homes standard during the period 2011-15; the Housing Stock
Survey identified and prioritised the dwellings in need of improvement. The sixth
project relates to the adaptation of Council dwellings for disabled occupants; works
are commissioned on an individual basis and carried out by the selected contractor.

The Council agreed that these contracts should be tendered and awarded using the
Cumbria Housing Partnership (CHP) framework agreement provided by Procure Plus.
Contractors for these projects were selected for consideration from organisations
accepted into the framework and the appointment process was managed by Procure
Plus using its electronic procurement system.

Installations relating to Bathrooms, Heating, Kitchens and Rewiring were subject to
"mini-competitions”, which included tender appraisals. Following this exercise, the
Executive Committee on 16 March 2011 appointed the tenderer attaining the highest
evaluation scores for cost and quality of service. At the same meeting, the Commiitee
also awarded the Painting contract on a direct “call off’ basis within the framework to
the firm with the highest ranking and had completed similar work successfully for the
past two years.

The Decent Homes investment contracts were awarded for four years with annual
target costs as follows:

Bathrooms A B Mitchell Limited £253,000
Heating A B Mitchell Limited £642, 233
Fumess Audit June 2014
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Kitchens A B Mitchell Limited £717,000
Rewiring Keith Wilson £273,929
Painting G H Jones £168,270

Four companies expressed an interest in tendering for the Disabled Adaptations work,
however only one tender was received. The Executive Committee was advised that
the firm had previously achieved 100% satisfaction levels for its work and that its
tender represented only a small price increase over its 2008 rates. The Committee
agreed on 18 April 2012 to appoint A B Mitchell Limited for a period of four years, with
an estimated contract value of £300,000 pa, subject to an annual review of service
delivery and customer satisfaction levels.

In all cases, the proposed contractual arrangements require three parallel contracts
between Procure Plus and all framework contractors; Procure Plus and the Council,
and an underlying contract between the Council and the individual selected contractor.

Audit Objectives

Internal Audit are required to consider for review all contracts entered into by the
Council. The Director of Resources through the Head of Internal Audit will select all

confracts valued over £100,000 and a sample of smaller

contracts for detailed scrutiny and review. Key Points

The above “term” contracts are not subject to a final accounts | SuPstantial Assurance

process; Internal Audit have reviewed progress to the stage of | two important issues
completion of the contract documentation. The audit objectives
were to perform an examination of the selection and contract | Two minor issues
award process and associated documentation,

Audit Conclusion — Substantial Assurance

At an early stage in the audit review, it became apparent that there were potential
weaknesses in the existing contractual arrangements for the CHP contracts,
principally that the Council has no direct binding relationship with each of the selected
confractors. Although no legal action has been threatened, the Council's interests
could be at risk in the event of challenge or default by a contractor. The Head of
Internal Audit discussed these concerns with the Director of Resources, who
commissioned external legal and quantity surveying advice on the legal
documentation. The legal advice indicated that there were safeguards for the Council
but concurred with the view that there was latent risk in operating without finalised
underlying contracts and that these should be put in place as soon as possible.

Further the Director has commissioned the external consuitants to draft a new,
simplified and clearer contract for work procured through CHP. This draft contract is
now at an advanced stage and will soon be available for use by the Council. The
Head of Internal Audit has been closely involved with the process and has been able
to take assurance that the Council is dealing satisfactorily with potential concerns.

Fumess Audit June 2014
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A further issue arose during the review: key information to substantiate compliance
with Contract Standing Orders, which Internal Audit would expect to be readily
available from the Procure Plus system, could not be provided. Through discussion, it
became apparent that some of this could be retrieved from the system, but only as an
enquiry by Procure Plus staff, while other records could be obtained from copy
correspondence.

After a prolonged period of time and requiring the personal involvement of the Director
of Resources, the information for these six contracts has been provided to Internal
Audit's satisfaction. It is concerning that significant effort has been expended to
provide information which should be easily accessible from procurement software.
Internal Audit understands that Cumbria Housing Partners are currently in discussion
with Procure Plus about reporting a sound management trail from the system; the
Council is encouraged to pursue this so that greater confidence can be placed on
future tender processes.

As a resuit of the audit and the subsequent developments, we have concluded that,
aithough improvements are being progressed, there remain weaknesses in control
which may put some of the system objectives at risk.

We have made two Priority 2 recommendations addressing these points, which
concern:

¢ the Councii should:

a) complete the drafting of an acceptable standard underlying contract for
work procured using the Procure Plus framework;

b) finalise standard contracts with the contractors for the six ongoing
Housing projects; and

¢) use the standard contract for all future schemes procured through
Cumbria Housing Partners and Procure Plus.

e ensuring that, in order to provide sufficient assurance that the tendering and
contract processes for projects, managed via the Cumbria Housing Partners
framework arrangement, have complied with Contract Standing Orders:

a) the Procure Plus system records an adequate management trail of key
events, actions and information; and
b) that this information is readily available from the system.

As a minimum, the information requested by Internal Audit should be available;
ideally it should be accessible by on-line screen displays, however it may be
acceptable for it to be provided by means of a specific enquiry report.

In addition we have made two Priority 3 recommendations, which concern:

o the Housing Maintenance Manager, when re-tendering these contracts,
ensuring that:

a) deadlines for the submission of tenders are clearly stated in initial tender
documents; and
b) all notifications are made in confidence to individual tenderers; and
e the Housing Maintenance Manager, when re-tendering these contracts,

ensuring that realistic tender deadlines are set so that contractors are given
sufficient time to prepare and submit tenders.

Fumess Audit June 2014
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Management Response

We have received constructive management responses from the Director of
Resources and the Housing Maintenance Manager, accepting each of the
recommendations.

Acknowledgement

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

Introduction

The Council's Parking Services Department are responsible for the collection of
income from car park pay and display machines within the Borough. There are
currently 22 pay and display machines, from which total income received during
2013/14 was £722,768. Since November 2010 the Borough Council has provided the
facility for car park users to pay using a mobile phone technology via “RingGo”, which
allows the user to make payment with a credit or debit card rather than using cash at a
machine,

Audit Objectives

An audit of this system forms part of the agreed 2014/15
programme. The audit objectives were to evaluate and test | supstantial Assurance
the internal controls over the car park meter income process.
The scope and objectives of the audit were discussed and | One important issue
agreed in advance with the Admin and Parking Services
Manager.

Key Points

Two minor issues

. , . . Two Previous
Audit work included a control evaluation of the system design, | recommendations

and testing of the operation of key controls.

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that while there is a basically sound
system, there are weaknesses, which may put some of the system objectives at risk.
We have made on Priority 2 recommendation which relates to:

 locating the audit tickets relating to car park meter income for the period May
2013 to September 2013 and cross-checking the information to car park meter
income sheets, to confirm accuracy.

In addition we have made two Priority 3 recommendations, which concern:

» considering including RingGo telephone income figures on the monthly
spreadsheets of car park ticket sales and machine income; and

» ensuring that the receipts for the number of cash boxes received are accurately
completed.

Internal Audit reviewed the agreed recommendation made in audit report 13-09, dated
September 2013, which has been implemented.

Fumess Audit May 2014
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Internal Audit reviewed the outstanding recommendation made in audit report 11-12,
dated July 2011. The recommendation remains outstanding and relates to:

» ensuring that parking procedures are updated on a regular basis. (Priority 3)

Internal Audit also reviewed the one outstanding recommendation from audit report
10-13, dated July 2010. The recommendation remains outstanding and concerns:

* ensuring that all variances identified between ticket machine audit tickets and
cash collected are recorded on the ‘Car Park Ticket Machine Income’ sheets;
and therefore subject to review by the Admin and Parking Services Manager.
(Priority 3)

Management Response

We have received a constructive management response form the Admin and Parking
Services Manager, accepting each of the recommendations.

Acknowledgement

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

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  26th June, 2014 Item

Reporting Officer: Director of Resources 12

Title:  Internal Audit Annual Report 2013-2014
Summary and Conclusions:

The Internal Audit Annual Report for 2013-2014 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 and note the Internal Audit Report for
2013-2014.

Report

The Head of Internal Audit is required to produce an Annual Report and provide
an opinion on the Council’s system of internal control.

The Internal Audit Annual Report for 2013-2014 is attached at Appendix 16. The
Head of Internal Auditor will present the report to Members.

Background Papers

Nil
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EXECUTIVE SUMMARY

Background

The purpose of this report is to meet the Head of Internal Audit's annual reporting
requirements set out in the Public Sector Internal Audit Standards (PSIAS). The Head
of Internal Audit's formal annual report should present an opinion on the overall
adequacy and effectiveness of the internal control environment, and:

a) Include an opinion on the overall adequacy and effectiveness of the
organisation's framework of governance, risk management and control;

b} Disclose any qualifications to that opinion, together with the reasons for the
qualification, including impairment or restriction in scope;

c) Present a summary of the audit work undertaken to formulate the opinion,
including reliance placed on work by other assurance bodies;

d) Draw attention to any issues the Head of Internal Audit judges particularly
relevant to the preparation of the Annual Governance Statement;

e) Compare the work actually undertaken with the work that was planned; and

fy Comment on compliance with these standards and the Internal Audit guality
assurance programme.,

The PSIAS require that the Chief Audit Executive (Head of Internal Audit) should
deliver an annual report which can be used by the organisation to inform its annual
governance statement. Therefore, in setting out how it meets the reporting
reguirements, this report also outlines how the Internal Audit function has supported
the Council in meeting the requirements of the Accounts and Audit Regulations 2011.

Scope of Responsibhility

The Council is responsible for ensuring its business is conducted in accordance with
law and proper standards. [n discharging this overall responsibility, the Council is also
responsible for ensuring that there is a sound system of internal control which
facilitates the effective exercise of the Council's functions and which includes
arrangements for the management of risk.

The system of internal control is designed to manage risk o a reasonable level rather
than to eliminate risk of failure to achieve polices, aims and objectives; it can therefore
only provide reasonable and not absolute assurance of effectiveness.

Quality Assurance

Internal Audit operates in accordance with its Audit Charter which includes a defined
quality assurance process, involving all documentation being subject to peer review by
a different Auditor within the team and subsequent sign-off by the Head of internal
Audit. This process has been consistently maintained throughout 2013/14 and
applied to each individual audit assignment. Additionally, Internal Audit has met all
performance measures relevant to the service during the year.

internal Audit Annual Report — 2013/14 Barrow Borough Council
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Review of Effectiveness of Internal Audit

The Council has responsibility for conducting, at least annually, a review of the
effectiveness of the system of internal audit. The review of the effectiveness of the
system of internal audit is informed by the work of the internal auditors and the senior
managers within the authority who have responsibility for the development and
maintenance of the internal control environment; and also by comments made by the
external auditors and other review agencies and inspectorates in the annual audit
letter and other reports. The result of this review is that the Internal Audit service has
operated satisfactorily throughout 2013/14.

Basis of Assurance

We have conducted our audits in accordance with professional standards and good
practice contained within the PSIAS and additionally from our own internal quality
assurance systems. We have not identified any limitations in the scope of our audit
work in “qualifications to the opinion” within the detail of this report.

In addition, Internal Audit have undertaken a self assessment against the
requirements of the PSIAS, and can confirm substantial compliance.

Head of Internal Audit Annual Opinion Statement

This opinion statement is provided in support of the Council's Annual Governance
Statement as required under the Accounts and Audit Regulations 2011. The opinion
is derived from work carried out by Internal Audit during the year as part of the agreed
Internal Audit Plan. The Plan for 2013/14 was developed to primarily provide
management with independent assurance on the adequacy and effectiveness of the
internal control environment.

The PSIAS state that the internal control environment comprises three key areas:
internal control, governance and risk management processes. My opinion on the
effectiveness of the internal control environment is based on an assessment of each
of these key areas.

As referred to in the “Background” there is a requirement for the “system of Internal
Audit” to include an assessment of sources of assurance, beyond just that of Internal
Audit itself. As the Council is required to produce an Annual Governance Statement
sources of assurance are reflected within this process, which Internal Audit are a part
of; therefore the control environment is reviewed more fully in this way.

2013/14 Year Opinion

This report provides reasonable assurance that the organisation’s framework of
governance, risk management and control predominantly operated satisfactorily
during 2013/14.

My detailed opinion is that, for the systems reviewed, the Council has basically sound
systems of confrol in place, although there are weaknesses which put some of the
system objectives at risk. The profile of assurance is in our experience comparable to
other local authorities, with the majority of Council systems receiving Substantial
Assurance.

internal Audit Annual Report — 2013/14 Barrow Borough Councif
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Weaknesses found as a result of our work, together with our recommendations for
improvement, have been included in our reports to senior management and Members.
Additional weaknesses identified through the Annual Governance Statement process
are recorded separately and reflect the assurance provided from all sources both
internal and external.

Co-operation

The successful achievement of the audit plan is dependent on the contribution of the
Council's staff as audit clients. | would like to record our appreciation for the
involvement and commitment of staff, and for their critical appraisal of our
recommendations during the year. | would also like to acknowledge the support
shown by the Audit Committee in the delivery of our Plan.

Keith Jackson
Director
Furness Audit

Internal Audif Annual Report — 2013/14 Barrow Borough Council
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1.1

1.2

1.3

1.4

SERVICE BACKGROUND

Our reporting lines

Furness Audit provide the Council's Internal Audit service under the direction of
the Director of Resources with access to the Executive Director and elected
Members if, in exceptional circumstances, we consider this necessary.

The Head of Internal Audit, Keith Jackson, meets with the Director of
Resources, on a regular basis to discuss progress; in addition to attendance at
External Audit liaison meetings. He also attends Audit Committee on a regular
basis, which includes presentation of progress reports and an analysis of
significant agreed recommendations.

Professional standards

We aim to exceed the professional standards throughout our work, providing
your internal audit service in accordance with the Internal Audit Charter, which
incorporates the statements, standards and guidelines published by CIPFA and
the Chartered Institute of Internal Auditors (in particular the PSIAS).

Our audit process

We adopt a risk-based approach to identify, and evaluate the application of,
financial and other management controls.

Our process includes a computerised matrix evaluation approach. This
approach is a practical process for documenting efficiently, and in an easily
assimilated form, a rigorous analysis of the potential causes of risk and an
assessment of the strength of controls against these risks. In addition, it can be
used to demonstrate clearly the effect of implementing recommendations to
address weaknesses. [t allows for ready identification of control weaknesses,
and of key controls, which are critical for the achievement of the systems
objectives, as well as unnecessary or excessive controls. Our methodology
specifically includes a rigorous quality assurance programme to ensure
compliance with this process.

The level and mix of staff utilised for the internal audit service is matched to the
complexity of each assignment, with specialists, such as computer auditors and
contract auditors, utilised where appropriate. However, continuity of audit
staffing is a key feature of the service provided throughout the contract.

2013/14 Audit Plan

The Audit Plan for 2013/14 was derived from a needs assessment of all agreed
auditable areas within the Council. Each area is prioritised by significance band
of which there are 5, with band 1 being the highest. This has resulted in an
annual plan which concentrates on reviewing all significance band 1 and 2
audits (annual audits) with the remaining time allocated on a risk assessed and
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cyclical basis. This assessment and resultant plan may be reviewed by Internal
Audit during the year as required.

During the year, the specific scope and objective of each audit assignment was
discussed with the relevant Service Manager prior to the commencement of
each audit.

We will continue to monitor closely any new issues which may arise and will
work closely with the Director of Resources in rescheduling priorities where

required.

internal Audit Annual Report — 2013/14 Barrow Borough Council
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2.2

2.3

REVIEW OF PERIOD
Progress against 2013/14 Annual Plan

A detailed analysis of the current situation regarding the 2013/14 Plan is
provided in Appendix A.

The assessment of auditable areas has identified 74 systems, which cover the
Council's operations. The audit coverage achieved in the period, compared to
the audit plan, is set out in the table below. The difference in planned coverage
compared to actual mainly relates to changes made to the audit plan to
accommodate requests for an increased number of contract audit reviews. In
addition, Housing Benefit Grant Certification testing has been completed which
is not reflected in these figures, all of which were included within regular
progress reports issued to the Audit Committee.

Percentage of systems | Percentage of risk
covered covered

2013/14 2012/13 201314 2012/13
Planned 34% 43% 70% 55%
Achieved 35% 41% 78% 52%

Liaison with External Audit

| have liaised with the External Auditor throughout the year; providing detailed
information and documentation to assist in the delivery of their work.

Our aim is to maximise the benefit from the Internal Audit service by avoiding
duplication of coverage and facilitating where appropriate the External Auditor's
approach, in order to provide maximum assurance.

Fraud Hotline

As part of the Council's responsibility to take action against potential fraud and
corruption, a "Whistle-blowing” facility {(or Fraud Hotline) has been established
since May 1998, for use by Council staff, contractors, suppliers and members
of the public. The facility is operated by Internal Audit and call details are either
investigated by Internal Audit or Liberata, the Council’s Revenues and Benefits
provider.

Calls Revenues/ Staff Related Oth Total
- aff Relate er ota
received: | penefit related

2013/14 106 0 7 113

201213 94 1 1 96

Internal Audit Annual Report — 2013/14 Barrow Borough Council
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3. ANNUAL STATEMENT OF ASSURANCE

In order to help management evaluate the significance of each assignment, we
allocate each audit into a significance band which is simply a method of
assessment and prioritisation. For example significance band 1 audits have the
greatest “significance” or priority in terms of audit coverage. 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

The controls appear to be consistently
applied.

Evidence was identified to suggest
that the level of non-compliance with
controls may put some of the system
objectives at risk.

Unqualified Assurance

Substantial Assurance

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

Significant  non-compliance  with
controls was identified leaving the
system vulnerable to error and abuse.

Restricted Assurance

None

The following table summarises the assurance levels recorded in final reports
relating to the years 2013/14 and 2012/13. The majority of Council systems
have achieved the level of Substantial Assurance, see Appendix A:

Final

Total

Unqualified
Assurance

Substantial
Assurance

Restricted
Assurance

No
Assurance

Reports
No. % No. % No. % No. %

201314 22 2 9 20 91 0 0 0 0

2012113 19 3 16 14 74 2 10 0 0

The conclusions and assurance levels specified for each audit are used to
support the Council's governance review arrangements, as required by the
Accounts and Audit Regulations 2011 and the Public Sector Internal Audit
Standards.
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4. RECOMMENDATIONS AND FOLLOW UP IN THE YEAR

4.1 Introduction

Our audit recommendations are categorised by three priority levels. These
categorisations are described below.

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.

4.2 Recommendations made

The following table summarises the number of audit recommendations made in
our Final Reports issued during 2013/14, and the management responses,
analysed in accordance with the above categories.

Recommendations | Total Priority 1 Priority 2 Priority 3
Made 2013/14 60 0 39 21
Fully Accepted 54 0 33 21
Partly Accepted 6 0

Not Accepted 0

Comparative figures for 2012/13 are as follows:

Recommendations | Total Priority 1 Priority 2 Priority 3

Made 2012/13 53 1 29 23

Fully Accepted 51 1 27 23

Partly Accepted 2 0 2

Not Accepted 0 0
internal Audit Annual Report — 2013/14 Barrow Borough Council
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4.3 Implementation of recommendations

During the year we have reported on the implementation of 121 agreed audit
recommendations made in previous reports. The results are as follows:

Fully Not Overtaken TOTAL
Implemented | Implemented | By Events
2013/14 57 37 27 121
2012/13 103 23 23 149

For recommendations not fully implemented revised dates have been agreed
with management for their implementation. Internal Audit will further review
progress on their implementation during 2014/15.
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5. QUALIFICATIONS TO THE OPINION

Internal Audit has had unrestricted access to all areas and systems across the
authority and has received appropriate co-operation from officers and
Members.
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APPENDIX A

PROGRESS AGAINST AUDIT PLAN 2013/14

Rebort SYSTEM
CPOTL 1 Audit Assignment SIGNIFICANCE|  Status Assurance
Number
BAND

13-01 Income Collection 1 Final Substantial
13-02 | Housing Benefits 1 Final Substantial
13-03 | Council Tax 1 Final Substantial
13-04 | Performance Management 2 Final Substantial
13-05 | Business Rates (NNDR) 1 Final Substantial
13-06 | Risk Management 1 Complete N/a
13-07 | Budgetary Control 2 Final Substantial
13-08 | Treasury Management 2 Final Unqualified
13-09 | Car Park Meter Income 2 Final Substantial
13-10 | Payroll {inc. Expenses) 2 Final Ungualified
13-11 | Accounts Receivable 2 Final Substantial
13-12 | Corporate Control/Governance 2 Ongoing

Main Accounting System and
1313 | periodic Controls 2 Complete N/a
13-14 | Procurement {inc. Ordering) 2 Replaced by Contract Audit
13-15 [ Accounts Payable 2 Final Substantial
13-16 | Housing Rents 2 Final Substantial

Standing Orders /Financial Regs/
13-17 Anti Fraud 2 Complete N/a
13-18 [ Housing Non Routine Maintenance 2 Replaced by Contract Audit

RISK ASSESSED SYSTEMS
13-24 grant Funding - Empty Homes n/a Complete

rant

13-25 | Probity Liberata Access Control n/a Complete

DESIGNATED ANNUAL AUDIT

ACTIVITY
13-21 Receipt Book Checks Final Substantial
13-22 | NFl Responsibilities Complete
13-23 | Benefit Certification Complete
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Report

SYSTEM

Audit Assignment SIGNIFICANCE Status Assurance
Number
BAND
Community Organisations and
Mayor's Account:
- Hawcoat Complete
- Abbotsvale Complete
- Daiton Community Association Complete
Barrow Playing Fields Users
i Association In Progress
13-20 | Mayor's Account Complete
IT ENVIRONMENT AUDITS
IT 51 Information Security Policies 1 Final Substantial
iT 52 IT Infrastructure Management 1 Final Substantial
IT53 Implementation Review 1 Complete
CONTRACT AUDIT
CR71, CHP1
72,73, | 2011-2015 Investments to Meet . .
74, 76, | Decent Homes Standards and Final Substantial
78 2012-2016 Disabled Adaptations
CR75 | 2011/15 CHP Responsive Repairs Final Substantial
Stage 3
CR77 Prgposed Soccer Centre, Park review
Leisure Centre
complete
' . Stage 5
CR82 gg}ﬁ]me Central Group Repair review
complete
CR83 | Dock Museum New Car Park and Final Substantial
Access
Stage 2
CRs84 Barrow Cemetery NW Extension review
complete
CR85 | Catering and Events Management Draft Restricted
Stage 2
CR86 | Town Hall Roof review
complete
CR87 | Craven House Roof Commenced
CR88 | Heating and Ventilation Contract Final Substantial
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R ¢ SYSTEM
CPOTE | Audit Assignment SIGNIFICANCE Status Assurance
Number
BAND
AUDIT MANAGEMENT
Implementation Review:
08-28 | Client Monitoring Complete
Corporate Health and Safety
07-26 Review Complete
Data Protection (Client Aware
08-36 System) Complete
08-33 | Development Control Complete
11-23 | Leisure Centre Complete
11-29 | Personnel Complete
08-06 | Barrow Park Complete
Non-Routine  Public  Buildings
10-27 Maintenance Complete
11-24 | Disabled Facilities Grants Complete
11-28 | Grounds Maintenance Complete
10-24 | Catering Contract - The Forum Complete
9-34 | Sodexo Dock Museum Café Complete
IT39 | Information Security Policy Complete
IT 42-44 | General Controls Complete
IT 45 | Internet Access and Security Complete
IT4S | Code of Connection Complete
IT50 | Internet and Email Controls Complete
Internal Audit Annual Report — 2013/14 Barrow Borough Council
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Part One

AUDIT COMMITTEE (D)
Agenda
Date of Meeting:  26th June, 2014 ltem

13

Reporting Officer: Director of Resources

Title: Internal Audit Charter
Summary and Conclusions:
The Internal Audit Charter describes the relationship between the Council as the

client organisation and Furness Audit as the external provider of its internal audit
service, together with a statement of the extent of that service.

Recommendations:

Members are recommended to endorse the charter.

Report

The Charter attached at Appendix 17 describes the relationship between the
Council as the client organisation and Furness Audit as the external provider of its
internal audit service, together with a statement of the extent of that service.

Background Papers

PSIAS compliance checkilist.
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Barrow Borough Council & Furness Audit

Internal Audit Charter

This Charter describes the relationship between the Council as the client organisation and
Furness Audit as the external provider of its internal audit service, together with a
statement of the extent of that service.

Purpose

Internal auditing is an independent, objective assurance and consulting activity designed
to add value to improve an organisation’s operations. It helps an organisation to
accomplish its objectives by bringing a systematic, disciplined approach to evaluate and
improve the effectiveness of the organisation’s risk management, control and governance
processes.

Standards

The Accounts and Audit (England) Regulations 2011 require the Council to undertake an
adequate and effective internal audit in accordance with proper practices. These are set
out in the Public Sector Internal Audit Standards (PSIAS) and the Local Government
Application Note, both published by the Chartered Institute of Public Finance and
Accountancy (CIPFA) and the Institute of Internal Auditors (IIA).

Furness Audit operates substantially in accordance with this statutory framework.

Professionalism

The Head of Internal Audit is professionally qualified and complies with the guidance
published by CIPFA in its “Role of the Head of Internal Audit in Public Service
Organisations”.

In carrying out their duties, Internal Auditors have regard to:

» the PSIAS and the Local Government Application Note,

o the CIPFA/IIA Code of Ethics;

¢ the Committee on Standards in Public Life’s “Seven Principles of Public Life”;
and

¢ their own profession’s standards,

In addition, the internal audit service provided by Furness Audit conforms to its Audit
Manual and the Council’s policies and procedures relating to Internal Audit.



Organisation

The Council’s Constitution delegates responsibility for internal audit and governance
issues to its Audit Committee, which fulfils the role of “the Board” described in the
PSIAS.

The CIPFA Statement on the Role of the Chief Financial Officer (CFO) in Local
Government places a personal responsibility for internal audit on the CFO, represented at
the Council by its Director of Resources.

The Head of Internal Audit reports functionally to the Audit Commitiee and
administratively to the Director of Resources (the Section 151 Officer).

The Head of Internal Audit also has free and unrestricted access to the Chairman of the
Audit Committee, the Council’s Executive Director (Head of Paid Service), Director of
Resources (Section 151 Officer) and Democratic Services Manager (Monitoring Officer).

Authority

The Council’s Financial Regulations authorise Internal Auditors, as representatives of the
Director of Resources, to enter at all reasonable times any offices, premises or land under
the control of the Council and to have unrestricted access to all records, documents and
correspondence relating to any matter under consideration, without limitation.

Further, all Council staff and contractors must provide such information and explanations
as considered necessary and produce upon demand cash, stocks, documents or other
property of the Council under their control.

Independence and Objectivity

Internal Audit is organisationally independent of the activities of the Council; in
particular, internal auditors have no direct operational responsibility or authority over any
of the activities audited.

In order to maintain the necessary independence and objectivity, the internal audit service
is free from interference by any element in the Council, including matters of audit
selection, scope, procedures, frequency, timing or report content

Scope and Responsibility

The scope of internal auditing encompasses, but is not limited to, the examination and
evaluation of the adequacy and effectiveness of the Council's entire governance, risk
management and internal control processes in relation to its defined goals and objectives.



Based on its activity, Internal Audit is responsible for reporting significant risk exposure
and control issues identified to the Audit Committee and to senior management,
including fraud risks, governance issues, and other matters requested by the Committee.

The Head of Internal Audit is responsible for formulating an annual opinion on the
overall adequacy and effectiveness of the internal control environment; the Council is
able to place assurance on this opinion, taking into account any stated qualifications.
Assurances are only provided to external parties with the agreement of the Director of
Resources.

By issuing the annual opinion and by direct involvement with Council managers, Internal
Audit contributes to the Council’s annual review of the effectiveness of its system of
internal contro! and the preparation of its Annual Governance Statement.

Consultancy Work

Internal audit may perform consulting, advisory or support services related to
governance, risk management and control arrangements as commissioned by the Council.
In undertaking such assignments, the Head of Internal Audit will operate arrangements
which ensure that there are no conflicts of interest with mainstream internal audit work.

Internal Audit Plan

The overall resource budget for the Internal Audit service is determined by the contract
between Furness Audit and the Council. Within that budget, the Head of Internal Audit
submits an annual Audit Plan for approval by the Audit Committee. The Plan is based on
a prioritisation of the audit universe using a risk-based methodology. Prior to its
submission to the Committee for approval, the Plan will be discussed with the Director of
Resources and, as required, Management Board.

Both the Head of Internal Audit and the Director of Resources are able to raise concerns
with the Audit Committee if they consider the proposed resources are insufficient to
provide an adequate and effective internal audit of the Council’s activities.

Reporting and Monitoring

Following the conclusion of each individual audit, the Head of Internal Audit issues a
written report which describes identified system weaknesses, proposes recommended
improvements and provides an opinion on the assurance which can be placed on the
internal controls in operation. The report includes management’s response to the findings
and plans for corrective action. Internal Audit is responsible for following up
recommendations to ensure that they are implemented.

All individual audit reports are submitted to the Director of Resources for presentation to
the Audit Committee. The Committee also receives quarterly progress reports, from the



Head of Internal Audit, and an annual outturn report containing his opinion on the control
environment.

Quality Assurance

Internal Audit has a defined quality assurance methodology which applies to all
information it produces. All files, working papers, draft and final reports are subject to
peer review by a different Auditor within the team and subsequent sign-off by the Head
of Internal Audit, Additionally, the service is subject to a periedic assessment against the
PSIAS as applied to Local Government and to the annual review of effectiveness
required by the Accounts and Audit Regulations.

Anti-Fraud Work

The Audit Plan provides sufficient resource for Internal Audit’s involvement in several of
the Council’s anti-fraud measures. Internal Audit operates a confidential telephone
hotline service for the Council, whereby members of the public can notify their concerns;
the majority of such calls relate to suspected benefit fraud, which are referred for
investigation by a specialist team employed by Liberata,

Financial Regulations require all staff to inform Internal Audit where they suspect
financial irregulacity. Similarly, staff concerns can be raised with Internal Audit under
the Whistleblowing Policy. Internal Audit contributes to reviews of the Anti-Fraud and
Corruption Policy and has a role under that Policy to investigate potential fraudulent
activity as requested by the Director of Resources. Finally, Internal Audit is
appropriately involved in investigating results from the National Fraud Initiative (NFI)
data matching exercise.

Review

This Charter is subject to review and approval at least every three years and on the
renewal of the contracted-out service.

Periodic Assessment

The Head of Internal Audit is also responsible for undertaking a periodic self-assessment
of the consistency of the internal audit activity with the Audit Charter (purpose, authority,
responsibility) and performance relative to its Plan.



Approved by:
Head of Internal Audit
Audit Committee

Date of Approval: 26™ June 2014



Part One

AUDIT COMMITTEE (D)
Agenda
Date of Meeting:  26th June, 2014 ltem

14

Reporting Officer: Director of Resources

Title:  Annual Review of Internal Audit 2013-2014
Summary and Conclusions:

An annual review of the effectiveness of the Internal Audit service is required by
the Accounts and Audit Regulations 2011.

Internal Audit must comply with proper practice as defined by the code of practice
issued by the Chartered Institute of Public Finance and Accountancy (CIPFA).
This code is recognised in the Accounts and Audit Regulations as proper practice.

For the year 2013-2014 a review has been undertaken and this report informs
Committee of the findings.

| am satisfied that the Internal Audit service is effective.
Recommendations:

Members are recommended to endorse the review.

Report

Regulation 4 of the Accounts and Audit Regulations 2011 requires audited bodies
to conduct a review of the effectiveness of its system of internal control at least
once a year. Regulation 4 also requires the findings of the review of the system of
internal control to be considered by this committee. This review is contained
within the Annual Governance Statement, presented to Members as part of the
agenda at this committee meeting.

Regulation 6 of the Accounts and Audit Regulations 2011 requires audited bodies
to review the effectiveness of their Internal Audit service once a year and for the
findings of the review to be considered by this committee; this is part of the system
of internal control referred to in Regulation 4.
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| am satisfied that the Internal Audit service is effective. | have referred to the
following documents to support my opinion:

1. Public Sector Internal Audit Standards (PSIAS) - a self-assessment

checklist completed by the Head of Internal Audit and reviewed by the
Borough Treasurer;

The CIPFA statement on the role of the Head of Internal Audit in local
government — a self-assessment completed by the Head of Internal Audit
and reviewed by the Borough Treasurer;

The Internal Audit annual report for 2013-2014 - this contains the
performance of the service for the financial year; and

Post audit questionnaires — these are returned by departmental managers
to reflect satisfaction with the service.

Public Sector Internal Audit Standards

This is a self-assessment which covers the Authority and its Internal Audit
arrangements:

Scope of Internal Audit
Independence

Ethics for internal auditors

Audit Committees

Relationships

Staffing, training and development
Audit strategy and planning
Undertaking audit work

Due professional care

Reporting

Performance, quality and effectiveness

The Internal Audit Service is substantially compliant with these standards.

The CIPFA statement on the role of the Head of Internal Audit (HIA) in local
government

This self-assessment checklist is split into five standards which are all adopted by
the Head of Internal Audit apart from one of the criteria which only applies if the
Head of Internal Audit is an employee of the Authority and is therefore not
applicable.

The Internal Audit annual report for 2013-2014

This is presented as part of the agenda at this committee meeting.
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Post audit questionnaires

Once audits are completed, departmental managers are issued with a satisfaction
guestionnaire. The questionnaire contains seven questions that are scored on the
scale very good, good, satisfactory, below average and poor:

1.

6.

7.

Assignment planning and fieldwork — the opportunity for you to comment on
the scope and objectives of the audit;

Assignment planning and fieldwork — the technical knowledge of the auditor;

Assignment planning and fieldwork — the auditors understanding of your
service and its business needs;

Assignment planning and fieldwork — the professional conduct of the auditor;

Reporting — clarity of the report/practicality and relevance of the
recommendations;

Reporting — the report meeting the audit objectives; and

Overall assessment — overall assessment of the audit.

The completed questionnaires are returned to the Borough Treasurer and it is my
expectation that the service should perform to a good standard which equates to
an 80% satisfaction rate. From the questionnaires returned for 2013-2014, the
Internal Audit service achieved an 86% satisfaction rate.

Background Papers

Documents noted in the report.
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Part One

AUDIT COMMITTEE (D)
Agenda
Date of Meeting:  26th June, 2014 ltem

15

Reporting Officer: Director of Resources

Title: Internal Audit Performance Indicators

Summary and Conclusions:
This report sets out the performance indicators for the Internal Audit Service.
Recommendations:

Members are recommended to approve the performance indicators.

Report

The Public Sector Internal Audit Standards require the Internal Audit Service to be
measured in terms of performance. To enable this to happen there must be a
number of performance indicators adopted to reflect the service provided and
Management’s responses.

The proposed indicators are the percentage of:

1. Draft reports issued within 10 working days of completion of audit fieldwork.
2. Management Responses received within 20 working days of issue of the
Draft report.
3. Final Reports issued within 10 working days of receipt of management
response.
4. Priority 1 and Priority 2 recommendations acceptable to the audit client.

Publishing the indicators will allow the Audit Committee to fulfil its annual review of
the Council’s Internal Audit arrangements and effectiveness.

Background Papers

Nil.
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  26th June, 2014 Item

Reporting Officer: Director of Resources 16

Title: Audit Committee Terms of Reference

Summary and Conclusions:

The Audit Committee Terms of Reference are set out in this report. These have
not changed and are contained within the Council’s constitution.

Recommendations:

Members are recommended to receive and note the report.

Report

The Audit Committee Terms of Reference are set out in the Council’s constitution
and are reported here to provide Members with the framework of the Committee’s
business and responsibilities.

Audit Activity
» To consider the head of internal audit’'s annual report and opinion, and a
summary of internal audit activity (actual and planned) and the level of
assurance it can give over the Council's corporate governance
arrangements.

* To consider summaries of specific internal audit reports.

» To consider reports dealing with the management and performance of the
internal audit provider.

* To consider reports from internal audit on agreed recommendations not
implemented within reasonable timescale.

» To consider the external auditor’'s annual letter, relevant reports, and the
report to the Management Team and Council.

* To consider specific reports as agreed with the external auditor.

« To comment on the scope and depth of external audit work and to ensure it
gives value for money.
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To consider the appointment of the external auditor where appropriate.

Regulatory Framework

To maintain an overview of the Council’s Constitution in respect of contract
standing orders and financial regulations.

To promote and maintain high standards of conduct for elected and co-
opted members in accordance with the relevant provisions of the Localism
Act.

To review any issue referred to it by the Executive Director, Deputy
Executive Director or Borough Treasurer, or any Council body.

To monitor the effective development and operation of risk management
and corporate governance in the Council.

To monitor Council policies on the anti-fraud and anti-corruption strategy
and the Council’s complaints process.

To approve the production of the authority’s Annual Governance Statement
and to recommend its adoption.

To consider the Council’'s arrangement for corporate governance and
agreeing necessary actions to ensure compliance with best practice.

To consider the Council’s compliance with its own and other published
standards and controls.

Accounts

To review and approve the annual statement of accounts. Specifically, to
consider whether appropriate accounting policies have been followed and
whether there are concerns arising from the financial statement or from the
audit that need to be brought to the attention of the Council.

To consider the external auditor’s report to those charged with governance
on issues arising from the audit of the accounts.

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  26th June, 2014 Item

Reporting Officer: Director of Resources 17

Title:  Annual Review of Audit Committee Effectiveness
Summary and Conclusions:

It is good practice to review the effectiveness of the Audit Committee. Using the
CIPFA’s Toolkit for Local Authority Audit Committees, the review has been
completed.

Recommendations:

Members are recommended to consider and approve the review.

Report

CIPFA recommend that an assessment is undertaken by the Audit Committee to
ensure that its effectiveness is regularly reviewed. CIPFA recommend that this
can be achieved by using an evaluation checklist such as CIPFA’s Toolkit for
Local Authority Audit Committees.

The completed evaluation checklist is attached at Appendix 18.
The initial review during 2013-2014 was performed by the Chair and Vice-Chair
with the Borough Treasurer and there have been no significant changes since last

year.

Background Papers

Nil
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APPENDIX No, | &

Audit Committee
Self-assessment checklist

Priority | Issue | Yes | No | NIA I CommentsIAct:on

ESTABL]SHMENT O.P“ENRATION AND DUT!ES i

‘Role and remit

Does the Audlt Commtttee

1 have written terms of Y Constitution of the

Council.
reference
Do the terms of reference
1 cover the core functions of an y Constitution of the
audit committee as identified in Council.

the CIPFA guidance?

Are the terms of reference

1 approved by the Council and Y Audit Committee June

reviewed periodically. meeting.
Has the audit committee been
provided with sufficient
1 membership, authority and Y
resources to perform its role
effectively and independently?
Can the audit committee
1 access other committees and Y
full council as necessary?
Does the audit committee
2 periodically assess its own Y Annual self-assessment.
effectiveness?
Does the audit committee
5 make a formal annual report N/A Audit Committee reports
on its work and performance to every Full Council.
during the year to full council?
Membership, induction and training =~
Has the membership of the
1 audit committee been formally | Y
agreed and a quorum set?
1 Is the qhair indﬁ.ependent of the Yy gg;onqigggcoﬁtgr?y other
executive function? .
committee.
H . . . Bannisdale Consulting,
as the audit committee chair June 2011
either previous knowledge of, LG Futureé Februa
1 or received appropriate Y 2013 ’ Y
training on, financial and risk Gran’.t Thornton. March
management. 2013 '

Are new audit committee
1 members provided with an Y Training is provided.
appropriate induction?




Priority'|Issue =~ -~ "TYes [ No | NJA| Comments/Action =
Have all Members’ skills and
1 experiences been assessed Y Personal Development
and training given for identified Plans.
gaps?
Register of interests.
1 Has each Member declared Y Declarations at meetings
his or her business interest? is a standard agenda
item.
_ No Members on Audit
Are Members sufficiently .
2 independent of the other key Y Commi.ttee are on .the
committees of the Council? Executive or Scrutiny
' Commitiees.
Meetings - - - T e
Does the audit committee
! meet regularly? Y Quarterly.
The original
establishment of the
1 Do the terms of reference set Audit Committee set the
out the frequency of the Y .
meetings? quarterlly meetmg_s -
Executive Committee
28.03.2007.
Does the audit committee
calendar meet the authority’s Statement of Accounts
1 business needs, governance Y go to the September
needs, and the financial meeting.
calendar?
Are Members attending
1 meetings on a regular basis vy
and if not, is appropriate action
taken?
Are meetings free and open
1 without political influences Y
being displayed?
Does the authority's $151
1 Officer or deputy attend all Y
meetings?
Does the audit committee
1 have the benefit of attendance Y Senior Managers attend
of appropriate officers at its for particular items.
meetings?
INTERNAL CONTROL i
Does the audit committee
consider the Annual Draft presented at the
Governance Statement (as June meeting to allow
1 required by the Accounts & Y time for consideration
Audit Regulations) including before approval at the
the review of the effectiveness September meeting.
of the system of internal audit?




oversight of the risk
management process?

Priority | Issue e Yes |'No | N/A | Comments/Action = -
Does the audit committee
have responsibility for review

1 and approval of the AGS and Y
does it consider it separately
from the accounts?
Does the audit Committee

1 consider how meaningful the Y
AGS is?
Does the audit committee
satisfy itself that the system of Annual Internal Audit

1 internal control has operated Y report is presented at
effectively throughout the the June meeting.
reporting period?
Has the audit committee Relationship between
considered how it integrates Audit Committee and

1 with other committees that Y Executive Committee
may have responsibility for risk covered in training and
management? risk management policy.
;‘;Z;Z?ezug;;gg?;ﬁ;? g;”’:::e The Council's anti-fraud

. " ; and corruption policies

full council adopted “Managing

! the Risk of Fraud — Actions to Y addrfass the
Counter Fraud and requlremgnts of the
C R CIPFA guidance.

orruption?

Does the audit committee Fraud hotline.

y ensure that the “Actions to Y Reminders to staff about
Counter Fraud and Corruption” the whistleblowing
are being implemented? policy.
Is the audit committee made
aware of the role of risk

2 management in the Y
preparation of the internal
audit plan?
Does the audit committee

2 review the authority’s strategic | Y E{::t?ﬁted atevery
risk register at least annually? g
Does the audit committee

2 monitor how the authority Y
assesses its risk?
Doe the audit committee’s

2 terms of reference include vy

FINANCIAL REPORTING AND REGULATORY MATTERS =~ =~

Is the audit committee’s role in
the consideration and/or
approval of the annual
accounts clearly defined?

Y




Priority

Issue =

~ [Yes

‘No

N/A

Comments/Action. -

Does the audlt committee
consider specifically:

o The suitability of
accounting policies and
treatments

e Major judgements made

o Large write-offs

» Changes in accounting
treatment

* The reasonableness of
accounting estimates

The narrative aspects of
reporting?

Is an audit committee meeting
scheduled to receive the
external auditor's report to
those charged with
governance including a
discussion of proposed
adjustments to the accounts
and other issues arising from
the audit?

September meeting.

Does the audit committee
review management'’s letter of
representation?

September meeting.

Does the audit committee
annually review the accounting
policies of the authority?

Does the audit committee gain
an understanding of
management’s procedures for
preparing the authority's
annual accounts?

Does the audit committee
have a mechanism io keep it
aware of topical legal and
regulatory issues, for example
by receiving circulars and

Reports to the
committee from officers
and from the external
auditors. Member
Personal Development

through trammg’?

F’Ians.

Does the audit commlttee
approve, annually and in
detail, the internal audit
strategic and annual plans
including consideration of
whether the scope of internal
audit work addresses the
authority’s significant risks?




“Priority"

Issue

[ Yes

No

N/A

‘Comments/Action -~

1

Does mternai aud|t have an
appropriate reporting line to
the audit committee?

Does the audit committee
receive periodic reports from
the internal audit service
including an annual report
from the Head of Internal
Audit?

Are follow-up audits by internal
audit monitored by the audit
committee and does the
committee consider the
adequacy of implementation of
recommendations?

Does the audit committee hold
periodic private discussions
with the Head of Internal
Audit?

If the need arises/by
request.

Is there appropriate
cooperation between the
internal and external auditors?

Does the audit committee
review the adequacy of
internal audit staffing and other
resources?

Through the
specification of the
contract.

Has the audit committee
evaiuated whether its internal
audit service complies with
CIPFA’s Code of Practice for
Internal Audit and Local
Government in the United
Kingdom?

Audit Commitiee June
meeting.

Are internal audit performance
measures monitored by the
audit committee?

Annual report.

Has the audit committee
considered the information it
wishes to receive from internal
audit?

EXTERNAL AUDIT

Do the external audltors T

present and discuss their audit
plans and strategy with the
audit committee (recognising
the statutory duties of external
audit)?




Priority

Issue =

- Yes:

‘No

N/A

Comments/Action =

1

Does the audlt comm;ttee hold
periodic private discussions
with the external auditor?

As required,

Does the audit committee
review the external auditor's
annual report to those charged
with governance?

Does the audit committee
ensure that officers are
monitoring action taken to
implement external audit
recommendations?

Are reports on the work of
external audit and other
inspection agencies presented
to the committee?

Does the audit committee
assess the performance of
external audit?

1

Does the audit committee
consider and approve the

external audlt fe ?

"ADMINISTRATION

‘Agenda

management

1

Does the audit commlttee
have a designated secretary
from Democratic Services?

Are agenda papers circulated
in advance of meetings to
allow adequate preparation by
audit committee members?

Are outline agendas planned
one year ahead to cover
issues on a cyclical basis?

Annual work plan.

Are inputs for Any Other
Business formally requested in
advance from commitiee
member, relevant officers,

lnternal and

Do reports to the audlt
committee communicate
relevant information at the
right frequency, time, and in a

format that is effective?




Priority | Issue -1 Yes |'No | N/A | Comments/Action =~
Does the audlt commlttee
issue guidelines and/or a pro Format set for all

2 forma concerning the format Y Council and Committee
and content of the papers to meetings.
be presented’?

Actions arising = Pt
Are mlnutes prepared and

1 circulated promptly to the Y
appropriate people?
Is a report on matters arising . .

1 made and minuted at the audit | Y cr\)/}s?#;e;::tciinresolutlons
committee’s next meeting? g
Do action points indicate who . ;

1 is to perform what and by y Minutes and resolutions

when?

of the meeting.




Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  26th June, 2014 Item

Reporting Officer: Director of Resources 18

Title:  Accounts — Committee Update

Summary and Conclusions:

This report contains an update on the 2013-2014 Accounts and other updates and
publications that have occurred since the last committee meeting.

Recommendations:

Members are recommended to note the update and raise any questions.

Report

The Statement of Accounts for 2013-2014 will have been drafted by the time we
meet. As in previous years, there will be a session for the accounts prior to the
September Audit Committee where we will provide Members with the Grant
Thornton publication ‘A Guide to Local Authority Accounts’. This guide provides
the links between the accounting statements and explains their purpose, which will
support the accounts session.

In closing the accounts, we have considered the issues raised through discussions
with External Audit, colleagues and other technical sources, including:

Statement review, de-clutter and internal consistency.
Revaluation programme.

Provisions.

Pension accounting changes.

Accounting for business rates retention.

The update for committee from the External Auditor on this agenda covers a
number of topics. | have set out below a brief note in relation to the Council:

¢ Not to be rubbished — the Council is in the process of reviewing the waste
collection costs. The Council is a recipient of funding from the Collection
Support Scheme which replaces recycling credits in the short term and
reshapes the waste collection processes in the medium to long term. The
Council is a waste collection authority; Cumbria County Council is the
waste disposal authority.
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Local Government Pension Scheme — the Council is a member of the
Cumbria County Council pension fund. A Member representative attends
the pension fund meetings on behalf of the Council. Should any
information in relation to the pension fund changes be published by
Cumbria County Council, it will be presented to Members.

Blue Badge fraud prosecutions — blue badges are issued and administered
by Cumbria County Council. Any suspected fraudulent blue badges are
investigated by Cumbria County Council; this Council continues to enforce
on-street parking on behalf of the County in relation to contraventions and
not the eligibility for blue badges.

Local partnerships — the Business Improvement Team and senior service
managers are developing a business case toolkit, which includes cost
benefit analysis. The guidance published in April 2014 will be considered
as part of that development.

Governance Review 2014 — the issues covered by the review are under
review by management and have not yet been presented to Members.

Background Papers

Nil.
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  26th June, 2014 Item

Reporting Officer: Corporate Support Manager 19

Title:  Annual Governance Statement

Summary and Conclusions:

Provide Members with the draft Annual Governance Statement for 2013/14.
Recommendations:

Members are invited to consider the report and agree to submit the report and
supporting evidence to the External Auditors for their consideration.

Report

The Council has responsibility for ensuring that Council business is conducted
with the law and proper standards, and that public money is safeguarded and
properly accounted for. Part of this governance process is the preparation and
publication of an Annual Governance Statement which is a self assessment of
how effective we consider our governance arrangements to be.

It is a draft document and there are some gaps which will be populated prior to the
Final version being presented in September.

The following members of staff were involved in preparing the Annual Governance
Statement for 2013/14.

Executive Director: Head of Paid Services.

Deputy Executive Director: Monitoring Officer.

Borough Treasurer: S151 Officer.

Assistant Director of Community Services

Assistant Direct of Regeneration and the Built Environment
Housing Manager

Internal Audit, Manager.

Policy Review Officer.

The governance group

The Annual Governance Statement is attached as Appendix 19
The supporting principles are attached as Appendix 20.

Background Papers

Nil
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Annual Governance Statement — 2013-2014

A. Scope and Responsibility

Barrow Borough Council is responsible for delivering a wide range of statutory
and discretionary services to the public and organisations in the area of the
Borough. The Council is responsible for ensuring that its business is
conducted in accordance with law and proper standards, and that public
money is safeguarded and properly accounted for, and used economically,
efficiently and effectively. The Council alsc has a duty under the Local
Government Act 1999 to make arrangements to secure continuous
improvement in the way in which its functions are exercised, having regard to
a combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, the Council is responsible for putting
in place proper arrangements for the governance of its affairs, facilitating the
effective exercise of its functions, which includes arrangements for the
management of risk.

B. Governance

Governance comprises the arrangements put in place to ensure that the
intended outcomes for stakeholders are defined and achieved.

C. the Council’s Governance Framework

Effective governance in the public sector encourages improved decision
making and efficient use of resources. Effective governance is characterised
by robust scrutiny, which provides important pressures for improving public
sector performance and tackling corruption. Effective governance can improve
management leading to better service delivery, and, ultimately, better
outcomes.

The Council’s governance framework comprises the systems and

processes, and the culture and values, by which the Council is

directed and controlled and the activities through which it accounts to,
engages with and leads the community. It enables the Council to

monitor the achievement of its strategic objectives and to consider

whether those objectives have led to the delivery of appropriate, cost-
effective services.

The system of internal control is a significant part of that framework
and is designed to manage risk to a reasonable level. It cannot
eliminate all risk of failure to achieve policies, aims and objectives
and can therefore only provide reasonable and not absolute
assurance of effectiveness. The system of internal control is based
on an ongoing process designed to identify and prioritise the risks to
the achievement of Barrow Borough Council's policies, aims and
objectives, to evaluate the likelihood of those risks being realised and
the impact should they be realised, and to manage them efficiently,
effectively and economically.
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CIPFA has developed a 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 framework comprises of seven principles of good governance.

The seven principles of good governance set out in the framework are:

A
B.
C.

G.

Strong commitment to integrity, ethical values, and the rule of law.
Openness and comprehensive stakeholder engagement.

Defining outcomes in terms of sustainable economic, sociai and
environmental benefits,

Determining the interventions necessary to optimise the achievement
of intended out comes.

. Developing the capacity of the entity, including the capability of its

leadership and the individuals within it.

Managing risks and performance through robust internal control and
strong public financial management.

Implementing good practices in transparency and reporting to deliver
effective accountability.

The core principles for good governance in the public sector are high levei
and bring together a number of concepts. The figure below sets out the
relationship between the principles:
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G. Implementing goed
practices in transparency
and reporting to deliver
effective accountability

C. Defining outcomes in
terms of sustainable
economic, social, and
environmental benefits,

A. Strong
commitmant to
integrity, ethical values,
and the rule of faw; and

i

B. Openness and
comprehensive
stakeholder

D. Determining
the interventions
necessary to optimize the

F. Managing risks and
performance through

m:;jritr:glslr:g]aiic:c;:e:?;i:rd engagement achisvement of intendad
management; and outcomes;
E.
Developing the
capacity of the

entity, including the capability
of its leadership and the
individuals within it;

D. Review of Effectiveness

Barrow Borough Council has responsibility for conducting, at least annually, a
review of the effectiveness of its governance framework including the system
of internal control. The review of effectiveness is informed by the work of the
executive managers within the Council who have responsibility for the
development and maintenance of the governance environment, the head of
internal audit's annual report, and alsc by comments made by the external
auditors and other review agencies and inspectorates.

A management group consisting of the following Officers were involved in
compiling this Annual Governance Statement which reviews the effectiveness
of our governance framework:

Executive Director Head of Paid Services

Deputy Executive Director - Monitoring Officer
Directorof-ResoureesBorough Treasurer - S151 Officer
Assistant Director - Community Services

Assistant Director - Regeneration and the Built Environment
Assistant-Director—Housing Manager

Democratic Services Manager

& & & & o =
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¢ Internal Audit Manager

¢ Corporate-Support-ManagerPolicy Review Officer

In compiling the Annual Governance Statement the group considered
recommendations from the Internal Audit annual report and the Audit
Commission’s Annual Governance Report.

E. Self Assessment

The Council has assessed itself against the principles of good governance
that are defined in the Local Code of Corporate Governance.

In order to demonstrate that the existing arrangements are fit for purpose and
are complied with when carrying out the responsibilities and functions of the
Council, a self assessment process has been undertaken and this is
supported by an assurance statement completed by the members of the
Management Board.

In addition the Council has established a governance group who has collected
assurance information using questionnaires which were completed by
departmental managers.

Analysis of this information indicated that there were not any significant
assurance issues but that there was scope for some improvement and an
action plan will be developed to address this.

Based on the self assessment the Council considers its governance
arrangements to be of a satisfactory standard.

To support the self assessment we reviewed the source documents
recommended in the CIPFA guidance schedule and identified additional
evidence to demonstrate compliance with the suggested supporting principals
of good governance.

The Council’'s governance arrangements conform to the CIPFA 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.

A: Strong commitment to integrity, ethical values, and the rule of law.

The Council is responsible for using national resources collected through
taxation to provide services for our citizens. We are accountable not only for
how much we spend but also for the way we use the resources with which we
have been entrusted. In addition, we have an overarching mission to serve the
public interest, in adhering to the requirements of legislation and government
policies.

Ethical values and standards are defined in the Council's Constitution and
should form the basis for all our policies, procedures and actions as well as
the behaviour of our Members and staff.
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Council officers may be involved with interpreting laws; such activities demand
a high standard of conduct that prevents these roles being brought into
disrepute. We shouid demonstrate a strong commitment to the rule of law as
well as compliance with all relevant laws.

This makes it essential that we can demonstrate the integrity of all our actions
and that we have mechanisms in place that encourage and enforce a strong
commitment to ethical values and legal compliance at all levels.

1.

The Council will maintain shared values including leadership values
(openness, support and respect) both for the Council and its officers.
These are defined in the constitution and reflect public expectations
about the conduct and behaviour of individuals.

We use shared values as a guide for decision making and as a basis
for developing positive and trusting relationships within the Council. We
demonstrate this by adherence to the constitution

We have adopted formal codes of conduct defining standards of
personal behaviour for Members and officers.

We maintain the Audit Committee to raise awareness and take the lead
in ensuring high standards of conduct are embedded within the
Council's culture.

We have put in place arrangements to ensure that Members and staff
of the Council are not influenced by prejudice, bias or conflicts of
interest in dealing with different stakeholders. We have put in place
appropriate processes to ensure that these arrangements are workable
including declaration of interests and anti-corruption policies.

We ensure that systems and processes for financial administration and
control, protection of the Council’'s resources and assets, comply with
ethical standards; and are subject to monitoring of their effectiveness.

We will ensure that professional advice on matters that have legal or
financial implications is available and recorded well in advance of
decision making if appropriate.

Officers will actively recognise the limits of lawful activity placed on
them but also strive to utilise their powers to the full benefit of their
communities.

Officers will observe all specific legislative requirements placed upon
the Council as well as the requirements of general law, and in particular
integrate the key principles of administrative law — rationality, legality
and natural justice into the procedures and decision making.

10.We have put in place effective systems to protect the rights of staff.

Ensure that policies for whistle-blowing which are accessible to staff
and those contracting with the Council, and arrangements for the
support of whistle-blowers, are in place.

11. We have established a governance group with the remit of collecting

assurance information across all departments.

12.We will publish an Annual Governance Statement, signed by the

Executive Director and the Chair of the Audit Committee to confirm that
we are satisfied that we have effective governance arrangements in
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place.

B: Openness and comprehensive stakeholder engagement

The Council operates for the public good and recognises there is a need for
openness about our activities as well as clear channels of communication and
engagement with all stakeholders. We must demonstrate that we act in the
public interest at all times to maintain public trust and confidence. We should
demonstrate clear reasoning for decision making and ensure that this is
formally recorded for retrospective public scrutiny.

1. We will ensure that the Council’s vision, strategic plans, priorities and
targets are developed through robust mechanisms, and in consultation
with the local community and other key stakeholders, and that they are
clearly articulated and disseminated.

2. We will maintain culture of accountability so that Members and Officers
understand to whom they are accountable and for what.

3. We will strive to engage with stakeholders on an individual and
collective basis {o demonstrate that we deliver services and outcomes
that meet the needs and expectations of the public.

4. In 2014 we will put in place arrangements to enable the Council to
engage effectively with the wider community. These arrangements will
recognise that different sections of the community have different
priorities and establish robust processes for dealing with these
competing demands.

5. We will publish an annual report giving information on the Council's
vision, strategy, plans and financial statements as well as information
about outcomes, achievements.

6. We will deliver effective scrutiny of the Council’s business as
appropriate and produce an annual report on the activities of scrutiny
function.

7. We will ensure that the Council as a whole is open and accessible to
the community, service users and staff and we are committed to
openness and transparency in all dealings. We will attempt to publish
all committee agenda items under “part 1" unless there is the need to
preserve confidentiality where it is proper and appropriate to do so.

C: Defining outcomes in terms of sustainable economic, social, and
environmental benefits.

The Council has prepared and published a plan which sets out the Council's
priorities; a Medium Term Financial Plan which is a financial representation of
the Council's Vision and supports the priorities and a Workforce Strategy
which demonstrates how we will develop the capability and capacity to deliver
the priorities. We will review these documents on a regular basis to ensure
they reflect the vision of the Council.

1. We will make a clear statement of the Council’s purpose and vision and
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use it as a basis for corporate and service planning.

2. We will publish an annual report on a timely basis to communicate the
Council's activities and achievements, its financial position and
performance.

3. We will ensure that those making decisions are provided with financial
and non-financial information that is fit for the purpose — relevant,
timely and gives clear explanations of technical issues and their
implications.

4. We will identify and monitor service performance indicators which
demonstrate how the quality of service for users is to be measured.
This will include a phased introduction of an effective data collection
system for all priority services.

5. We maintain a prudential financial framework, balance commitments
with available resources; and monitor income and expenditure levels to
ensure this balance is achieved.

6. We ensure compliance with the CIPFA codes regarding a Prudential
Framework for Capital Finance and Treasury Management.

D: Determining the interventions necessary to optimise the achievement
of intended outcomes.

The Council clearly defines its priorities and plans which are aimed at
delivering the outcomes that the Council intends. These will focus on
delivering effective and efficient services for the residents. We assess the
risks of not achieving those outcomes and ensure that there are mitigating
actions in place to support the achievement of intended outcomes. The
Council’s financial management arrangements ensure that there is adequate
resource available to deliver those outcomes. The Council reviews progress
against delivering those outcomes through its performance management
arrangements.

1. We will make a clear statement of the Council’s purpose and vision and
use it as a basis for corporate and service planning.

2. We have risk management arrangements in place including mitigating
actions to support the achievement of the Council’s intended outcomes.

3. We will ensure that there are effective arrangements in place to monitor
service delivery.

4. We will put in place effective arrangements to deal with a failure in
service delivery and explore options for improving service delivery and
outcomes for our residents.

5. We have prepared contingency arrangements including disaster
recovery plan, business continuity plan and arrangements for delivering
services during adverse weather conditions.

6. We will provide senior managers and Members with timely financial
and performance information.

7. We ensure that budget calculations are robust and reserves are
adequate.
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8.

We will align financial and performance data to provide an overall
understanding of performance.

E: Developing the capacity of the Council including the capability of its
leadership and the individuals within it.

The Council will develop and retain a management structure that provides
leadership and creates the opportunity for staff to work effectively and
efficiently to achieve the Council objectives. We will provide training and
support to enable staff to develop their skills so they can achieve their full
potential.

1.

Through the constitution we have set out a clear statement of the
respective roles and responsibilites of the Council's Executive
Committee and the Members individually.

We have set out a clear statement of the respective roles and
responsibilities of the Council's other committees and senior officers.

We have developed protocols to ensure effective communication
between Council Members and officers in their respective roles.

We have developed protocols to ensure that the Leader and Executive
Director negotiate their respective roles early in their relationship and
that a shared understanding of roles and objectives is maintained.

We have set out the terms and conditions for remuneration of Members
and officers and publish an Annual Pay policy statement in accordance
with the requirements of the Localism Act 2011,

We have determined a scheme of delegated and reserved powers
within the constitution and ensure that the scheme is monitored and
updated when required.

We will ensure that effective management arrangements are in place at
the top of the organisation.

The Executive Director is responsible and accountable to the Council
for all aspects of operational management.

The Chief Financial Officer is a member of the Council’'s Senior
Management Board, with access to the Executive Director and other
members of the leadership team.

10.The Section 151 Officer responsible to the Council for ensuring that

11

appropriate advice is given on all financial matters, for keeping proper
financial records and accounts, and for maintaining an effective system
of internal financial control.

.We have appointed a professionally qualified and experienced Chief

Financial Officer, who will lead the promotion and delivery of good
financial management, safeguarding public money and ensuring
appropriate, economic, efficient and effective use of funds; together
with professional accountability for finance staff throughout the Council

12. The Monitoring Officer responsible to the Council for ensuring that the

constitution is adhered to.

13.We will assess the skills required by Members including understanding
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of financial systems. We will agree a personal development plan to
develop skills and address any training gaps, 1o enable roles to be
carried out effectively.

14.We will assess the skills required by officers through the appraisal
process and address any training gaps, to enable roles to be carried
out effectively.

15.We will develop skills on a continuing basis to improve performance,
including the ability to scrutinise and challenge and to recognise when
outside expert advice is needed.

16. We will ensure that the statutory officers have the skills, resources and
support necessary to perform effectively in their roles and that these
roles are properly understood throughout the Council.

17.We will review the scope of the Chief Financial Officer's non-financial
areas of responsibility to ensure financial matters are not compromised.

18.We provide the Chief Financial Officer with the resources, expertise
and systems necessary to perform the role effectively within the
Council.

F: Managing risks and performance through robust internal control and
strong public financial management.

The Council recognises the need to implement an effective performance
management system that will allow us to deliver services effectively and
efficiently. We understand that risk management, internal control and strong
financial management are essential for us to achieve our objectives and we
have put appropriate arrangements in place.

1. We will maintain an effective Audit Committee which is independent of
the executive and scrutiny functions.

2. We will enable the Chief Financial Officer to bring influence to bear on
all material decisions and provide advice on the levels of reserves and
balances to be retained.

3. We will ensure that risk management is embedded into the culture of
the Council, with Members and managers at all levels recognising that
risk management is part of their job.

4. We will ensure our arrangements for financial and internal control and
management of risk to be formally addressed within the annual
governance reporis.

5. We will ensure effective internal control arrangements exist for sound
financial management systems and processes.

G: Implementing good practices in transparency and reporting to deliver
effective accountability.

The Council recognises that effective accountability is concerned not only with
reporting on actions completed but ensuring stakeholders are able to

Page 9



understand and respond as the Council plans and carries out its activities in
an open manner.

1.

2.

9.

We comply with the local government transparency code and publish
all required information in a timely manner.

We have established a medium term business and financial planning
process in order to deliver - a financial strategy ensuring sustainable
finances, a robust annual budget process ensuring financial balance
and an adequate monitoring process; all of which are subject to regular
review.

We have put in place effective transparent and accessible
arrangements for dealing with complaints.

We will maintain an effective scrutiny function which encourages
constructive challenge and enhances the Council's performance
overall

We will maintain an effective Audit Committee which is independent of
the Executive and Scrutiny committees.

We will ensure an effective internal audit function is resourced and
maintained.

We will maintain open and effective mechanisms for documenting
evidence for decisions and recording the criteria, rationale and
considerations on which decisions are based.

. We will attempt to publish all committee agenda items under “part 1"

unless there is the need to preserve confidentiality where it is proper
and appropriate to do so.

We will put in place arrangements for whistle-blowing to which staff and
all those contracting with the Council have access.

10.We will produce clear, timely, complete and accurate information for

budget holders and senior officers relating to the budgetary and
financial performance of the Council.

11.We will maintain effective arrangements for determining the

remuneration of senior staff and publish an Annual Pay Policy
statement in accordance with the requirements of the Localism Act
2011,
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F. Internal Audit opinion

An important part of the governance arrangements is the maintenance of an
Internal Audit function, which operates in accordance with Code of Practice for
Internal Audit in Local Government. The effectiveness of the Internal Audit
function is examined on an annual basis. The Internal Audit function examines
and evaluates the adequacy of the Council's system of internal controls as a
contribution to ensuring that resources are used in an economical, efficient
and effective manner. The work is delivered through a risk-based approach to
the Internal Audit planning process; resulting in the production of an Annual
Audit Plan which is approved by the Audit Committee.

The effectiveness of the Internal Audit function is subject to review through the
Council's Audit Committee; in addition the Council's External Auditor will place
reliance wherever possible on the work carried out by Internal Audit.

The opinion of Internal Audit Manager has been extracted from the Internal
Audit Annual Report

My detailed opinion is that, for the systems reviewed, the Council has
basically sound systems of control in place, although there are weaknesses
which put some of the system objectives at risk. The profile of assurance is in
our experience comparable to other local authorities, with the majority of
Council systems receiving Substantial Assurance.

Weaknesses found as a result of our work, together with our
recommendations for improvement, have been included in our reports to
senior management and Members. Additional weaknesses identified through
the Annual Governance Statement process are recorded separately and
reflect the assurance provided from all sources both internal and external.
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G. Financial management

The Director-of ResourcesBorough Treasurer is the Officer charged with
statutory responsibility for the proper administration of the Council's financial
affairs, this statutory role is the Chief Financial Officer. In 2010 CIPFA issued
a Statement on the Role of the Chief Financial Officer in Local Government,
which sets out five principles that define the core activities and behaviours
that belong to the role of the Chief Financial Officer and the governance
requirements needed to support them. The Council’s financial management
arrangements conform to the governance requirements of the Statement.

The Borough Treasurer:

¢ |eads the promotion and delivery by the whole Council of good
financial management so that public money is safeguarded at all times
and used appropriately, economically, efficiently and effectively.

» Ensures that budget calculations are robust and reserves and balances
are adequate in accordance with CIPFA guidance and best practice.

» Ensures that the appropriate financial information systems, functions
and controls are in place so that finances are kept under review on a
regular basis.

The Borough Treasurer has established a Medium Term Financial Plan based
on the Council’s Budget Strategy in order to meet the challenge of reduced
Central Government funding.

H. H-Significant governance and internal control issues

To be add iater

1. Action Plan

Action plan for 2013/14

Action Responsible officer Due date

Monitor new contracts Senior Legal Assistant | On-going
against contract
checklist

Complete outstanding Policy review officer Q2-Q3 20132014/1415
Business Continuity
Plan actions
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J. Certification Statement

The review of the governance arrangements for the financial year 20442013-
2042-2014 has not highlighted any areas of major concern for the Council.
We believe that the existing arrangements are fit for purpose and are
adequate to meet the Council's corporate aims.

Councillor Mrs A Burns P Huck
Chairman of the Audit Committee Executive Director
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  26th June, 2014 Item

Reporting Officer: Corporate Support Manager 20

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 2014/15 is attached as Appendix 21 it continues to focus on
those business critical risks which are under the control of the Council.

The Risk Register (Appendix 21) was reviewed by Management Board at their
meeting in June 2014 and the following changes were agreed:

A risk relating to IT security has been added to the register to protect the Council’s
access to the Public Sector Network.

Risk 10 relating to the Council’s capacity to undertake statutory inspections: The
mitigated risk has been reduced from 9 to 6 because we now have an officer in
place.

Operational Risks

Management has agreed a number of operational risks and these are presented in
Appendix 22. The operational risks will be used to inform the development of the
Council’s business continuity plan.

Background Papers

Nil.
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 26th June, 2014 ltem

Reporting Officer: Corporate Support Manager 21

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. There have not been any
additions to this list in 2013/14 to date.

The Council’s business continuity arrangements have not yet been finalised and it
is anticipate that this will be complete in Q3.

Background Papers

Nil
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Barrow Borough Council Priority 1 Recommendations 2012/13

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
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Audit Report

Recommendation

Responsible
Officer

Current position

RISK MANAGEMENT -
BUSINESS
CONTINUITY (11-08)

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

Executive Director

Not Implemented

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

resources to enable services to
resume and identifies
accommodation/communications

for the team and key service staff;

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

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

e reqgularly testing and reviewing
these arrangements.
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