
BOROUGH OF BARROW-IN-FURNESS 

AUDIT COMMITTEE 
 

 Meeting, Thursday, 26th September, 2013 
 at 2.00 p.m. (Committee Room No. 4) 

A G E N D A 

PART ONE 
 
1. To note any items which the Chairman considers to be of an urgent 

nature. 
 

2. To receive notice from Members who may wish to move any delegated 
matter non-delegated and which will be decided by a majority of 
Members present and voting at the meeting. 
 

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

 

4 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 27th June, 2013 (copy 
attached) (Pages 1-10). 

 
6. Apologies for Absence/Attendance of Substitute Members. 
 
FOR DECISION 
 

(D) 7. Review of the Council’s Arrangements for Securing Financial Resilience,             
 for the year ended 31st March, 2013 (Page 11). 

 



(D) 8. Statement of Accounts 2012-2013 (Pages 12-15). 
 
(D) 9. Annual Review of Audit Committee Effectiveness (Page 16). 

 
(D) 10. Fraud and Corruption Survey 2012-2013 (Page 17). 
 
(D) 11. Internal Audit Final Reports (Pages 18-19). 
 
(D) 12. Internal Audit Progress Report (Page 20). 
 
(D) 13. Local Government Ombudsman Annual Letter 2012/2013 (Page 21). 
 
(D) 14. Risk Management (Page 22). 
 
(D) 15. Monitoring Priority 1 Recommendations (Page 23). 
 

NOTE      (D) - Delegated 
      (R) - For Referral to Council 
 
Membership of Committee 
 
Councillors Burns (Chairman) 
  Pointer (Vice-Chairman) 
  Doughty 
  W McClure 
  Murray 
  Thurlow 
 

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

Published: 18th September, 2013 
 

mailto:pwestwood@barrowbc.gov.uk
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AUDIT COMMITTEE 
 
         Meeting Thursday 27th June, 2013 
         at 2.30 p.m. 
 
PRESENT:- Councillors Pointer (Vice-Chairman), Murray, Sweeney and 
Thurlow. 
 
Also present were Gina Martlew, Neil Krajewski and Len Cross from Grant 
Thornton and Keith Jackson from Internal Audit. 
 
1 – Minutes 
 
The Minutes of the meeting held on 7th March, 2013 were taken as read and 
confirmed. 
 
2 – Apologies for Absence/Attendance of Substitute Members 
 
Apologies for absence had been received from Councillors Burns (Chairman) 
and Doughty. 
 
Councillor Sweeney had attended as a substitute for Councillor Burns. 
 
3 – External Audit Plan for the Year Ended 31st March, 2013 
 
Neil Krajewski of Grant Thornton attended the meeting to present the External 
Audit Plan for the year ended 31st March, 2013 to Members.  He explained 
that in planning their audit they needed to understand the challenges and 
opportunities the Council was facing, namely:- 
 
1. Local Government Finance Settlement; 
2. Efficiency Grant; 
3. Empty Homes Grant; 
4. Localisation of Non Domestic Rates; 
5. Local Council Tax Discount Scheme; and 
6. Changes in Housing Benefit. 
 
In planning the Audit they had also considered the impact of key 
developments in the sector and had taken into account national audit 
requirements as set in the Code of Audit Practice. 
 
He reported that as part of the interim audit work and in advance of the final 
accounts audit fieldwork, they had considered:- 
 

 The effectiveness of the internal audit function; 

 Internal audit’s work on the Council’s key financial systems; 

 Walkthrough testing to confirm whether controls were implemented as 
part of their understanding in areas where they had identified a risk of 
material misstatement; and 

 A review of Information Technology (IT) controls. 
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He reported that the Code of Audit Practice required the External Auditors to 
issue a conclusion on whether the Council had put in place proper 
arrangements for securing economy, efficiency and effectiveness in its use of 
resources.  This was known as the Value for Money (VfM) conclusion.  He 
advised that their Value for Money conclusion would be based on two 
reporting criteria specified by the Audit Commission.  They would tailor their 
VfM work to ensure that as well as addressing high risk areas it would, 
wherever possible, focus on the Council’s priority areas and could be used as 
source of assurance for Members.  He reported that where the Auditors 
planned to undertake specific reviews to support their VfM conclusion, they 
would issue a Terms of Reference for each review outlining the scope, 
methodology and timing of the review and these would be agreed in advance 
and presented to this Committee. 
 
The results of all VfM audit work and key messages would be reported in the 
Audit Findings report and in the Annual Audit Letter.  Any additional reporting 
to the Council would be agreed on a review by review basis. 
 
RESOLVED:- To receive and note the External Audit Plan for the Year Ended 
31st March, 2013. 
 
4 – External Audit Update June 2013 
 
Len Cross of Grant Thornton attended the meeting to present the report to 
Members. 
 
The report provided the Committee with details on progress in delivering 
responsibilities as External Auditors.  It also included a summary of emerging 
national issues and developments that may be relevant to the Council and 
included a number of challenge questions in respect of those emerging issues 
which the Committee may wish to consider. 
 
Progress as at June 2013 
 

 2012-13 Accounts Audit Plan – Members had been requested to note 
the Audit Plan included as an agenda item for this meeting (Minute No. 3 
refers).  The interim work had been completed in April 2013 and the plan 
had been updated to reflect the current position. 
 

 Interim Accounts Audit – This had been completed in April 2013. 
 

 2012-13 Final Accounts Audit – Fieldwork would commence on the 
Council’s accounts in July 2013. 

 

 Value for Money (VfM) Conclusion – A substantial portion of the 
fieldwork in support of the VfM conclusion had been completed and the 
Auditors would be considering the Council’s 2012-2013 financial 
statements as part of the work required to produce the Financial 
Resilience report. 
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Emerging Issues and Developments 
 
The following emerging issues and developments had been identified within 
the report:- 
 

 Accounting and Audit Issues 
- LAAP Bulletin 96: Closure of the 2012-2013 accounts and related 

matters 

 Code of Practice on Local Authority Accounting in the United Kingdom 
2013-2014 

 Internal Audit – Practice Case Studies 

 Grant Thornton 
- Use of Outsourced IT Services 

 Local Government Guidance 
- 2010-2011 Whole of Government Accounts 
- Governance Statements 
- Openness and Transparency on Personal Interests – A Guide for 

Councillors 
 
RESOLVED:- To receive and note the External Audit Update for June 2013. 
 
5 – External Audit Fee Letter 2013-2014 
 
A copy of the External Audit fee letter for 2013-2014 had been appended to 
the report.  Gina Martlew of Grant Thornton attended the meeting to explain 
that the Main Audit fee remained the same as it was for 2012-2013 and that 
the billing schedule was as follows:- 
 

Main Audit Fee                     £ 

September 2013 16,814.75 

December 2013 16,814.75 

March 2014 16,814.75 

June 2014 16,814.75 

Grant Certification  

June 2014 21,200.00 

Total 88,459.00 

 
RESOLVED:- To note the External Audit fee for 2013-2014. 
 
6 – Internal Audit Final Reports 
 
The Borough Treasurer reported that Internal Audit had completed a number 
of audits in accordance with the approved Annual Plan.  On completion, the 
final reports were presented to this Committee for consideration. 
 
The Council’s Internal Audit Manager attended the meeting to present the 
reports to Members. 
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There had been six final reports appended for consideration.  The reports 
included and their assurance levels were as follows:- 
 

1. Government Connect Code of Connection – Substantial Assurance; 
2. Risk Management – Restricted Assurance; 
3. Internet and Email Controls – Substantial Assurance; 
4. Performance Management – Substantial Assurance; 
5. Payroll – Substantial Assurance; and 
6. Receipt Books Checks – Substantial Assurance. 

 
Members considered the final reports and raised their concerns with the Head 
of Internal Audit. 
 
RESOLVED:- To note the Internal Audit Final Reports. 
 
7 – Internal Audit Annual Report 2012-2013 
 
The Council’s Internal Audit Manager attended the meeting and presented the 
Internal Audit Annual Report for 2012-2013 to the Committee.  He explained 
that the purpose of the Annual Report was to meet the Head of Internal 
Audit’s annual reporting requirements set out in the Chartered Institute of 
Public Finance and Accountancy (CIPFA) Code of Practice for Internal Audit 
in Local Government in the United Kingdom 2006 (the Code).  The Head of 
Internal Audit’s formal annual report presented an opinion of the overall 
adequacy and effectiveness of the internal control environment, and:- 
 

a) Included an opinion on the overall adequacy and effectiveness of the 
organisation’s internal control environment; 

b) Disclosed any qualifications to that opinion, together with the reasons 
for the qualification; 

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

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

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

f) Commented on compliance with these standards and the Internal Audit 
quality assurance programme. 

 
The 2012-2013 Year Opinion was that the annual report provided reasonable 
assurance that the majority of key controls were operating satisfactorily. 
 
The detailed opinion was that, for the systems reviewed, the Council had 
basically sound systems of control in place, although there were weaknesses 
which put some of the system objectives at risk.  The profile of assurance was 
in Internal Audit’s experience, comparable to other Local Authorities, with the 
majority of Council systems receiving Substantial Assurance.  There were 
however, two areas where only Restricted Assurance could be provided which 
related to:- 
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 Dalton MUGA Contract; and 

 Risk Management. 
 
Weaknesses found as a result of the Internal Audit’s work, together with their 
recommendations for improvement, had been included in their reports to 
Senior Management and Members.  Additional weaknesses identified through 
the Annual Governance Statement process had been recorded separately 
and reflected the assurance provided from all sources both internal and 
external. 
 
Progress against 2012-2013 Annual Plan 
 
A detailed analysis of the current situation regarding the 2012-2013 Plan had 
been appended to the Internal Audit Annual Report.  The assessment of 
auditable areas had identified 80 systems which covered the Council’s 
operations.  The audit coverage achieved in the period, compared to the Audit 
Plan, was set out in the table below.  The reduction in planned coverage 
compared to actual mainly related to changes made to the Audit Plan for an 
increased number of contract audit reviews.  In addition, Housing and Council 
Tax Benefit Grant Certification testing had been completed which had not 
been reflected in these figures, all of which had been included within regular 
progress reports issued to this Committee. 
 

 Percentage of systems 

covered 

Percentage of risk 

covered 

2012-2013 2011-2012 2012-2013 2011-2012 

Planned 43% 36% 55% 59% 

Achieved 41% 33% 52% 57% 

 
The following table summarised the assurance levels recorded in final reports 
relating to the years 2011-2012 and 2012-2013.  The majority of Council 
systems had achieved the level of Substantial Assurance, however, two 
systems had been classified as Restricted Assurance in 2012-2013:- 
 

Final 
Reports 

Total 
Unqualified 
Assurance 

Substantial 
Assurance 

Restricted 
Assurance 

No 
Assurance 

No. % No. % No. % No. % 

2012-2013 19 3 16 14 74 2 10 0 0 

2011-2012 31 4 13 25 81 2 6 0 0 

 
A summary of the number of audit recommendations made in the Internal 
Audit Final Reports issued during 2012-2013, along with the management 
responses were as follows:- 
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Recommendations Total Priority 1 Priority 2 Priority 3 

Made 2012-2013 53 1 29 23 

Fully Accepted 51 1 27 23 

Partly Accepted 2 0 2 0 

Not Accepted 0 0 0 0 

 
During the year Internal Audit had reported on the implementation of 149 
agreed audit recommendations made in previous reports.  The results were as 
follows:- 
 

 Fully 
Implemented 

Not 
Implemented 

Overtaken   
by Events 

TOTAL 

2012-
2013 

103 23 23 149 

2011-
2012 

58 65 49 172 

 
For the recommendations not fully implemented, revised dates had been 
agreed with management for their implementation.  Internal Audit would 
further review progress on their implementation during 2013-2014. 
 
It was noted that the successful achievement of the Audit Plan was dependent 
on the contribution of the Council’s staff as audit clients.  The Internal Audit 
Manager wished to record Internal Audit’s appreciation for the involvement 
and commitment of staff, and for their critical appraisal of their 
recommendations during the year.  He also wished to acknowledge the 
support shown by this Committee in the delivery of their Plan. 
 
RESOLVED:- To note the Internal Audit Annual Report for 2012-2013. 
 
8 – Audit Committee Terms of Reference 
 
The Borough Treasurer reported that the Audit Committee Terms of 
Reference which were set out in the Council’s Constitution had been reported 
to this Committee to provide Members with the framework of the Committee’s 
business and responsibilities.  She advised that the Terms of Reference had 
not changed since last year. 
 
RESOLVED:- To note that the Audit Committee Terms of Reference as set 
out in the Council’s Constitution remained unchanged. 
 
9 – Annual Review of Audit Committee Effectiveness 
 
The Borough Treasurer reported that the Chartered Institute of Public Finance 
and Accountancy (CIPFA) had recommended that an assessment be 
undertaken by the Audit Committee to ensure that its effectiveness was 
regularly reviewed.  CIPFA had recommended that this could be achieved by 
using an evaluation checklist such as CIPFA’s Toolkit for Local Authority Audit 
Committees, a copy of which had been appended to the report. 
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She reported that it was good practice to review the effectiveness of the Audit 
Committee and proposed that a review be performed by the Chair and Vice 
Chair with her assistance.  Details of the review would be reported to this 
Committee for approval in September 2013.  The report would include 
agreeing any areas where improvements could be made. 
 
RESOLVED:- To agree that the Chair and Vice-Chair of this Committee be 
delegated to undertake an annual review of the effectiveness of the Audit 
Committee with the Borough Treasurer. 
 
10 – Annual Review of Internal Audit 2012-2013 
 
The Borough Treasurer reported that Regulation 4 of the Accounts and Audit 
Regulations 2011 required audited bodies

 

to conduct a review of the 
effectiveness of its system of internal control at least once a year.  Regulation 
4 also required the findings of the review of the system of internal control to be 
considered by this Committee.  This review was contained within the Annual 
Governance Statement, presented to Members as part of the agenda at this 
Committee meeting (Minute No. 14 refers). 
 
Regulation 6 of the Accounts and Audit Regulations 2011 required 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 was 
a part of the system of internal control referred to in Regulation 4. 
 
The Borough Treasurer was satisfied that the Internal Audit service was 
effective.  She had referred to a number of documents to support her opinion, 
including:- 
 

1. The CIPFA code of practice for Internal Audit in Local Government – a 
self-assessment checklist completed by the Head of Internal Audit and 
reviewed by the Borough Treasurer; 

 
2. 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; 

 
3. The Internal Audit annual report for 2012-2013 – this contained the 

performance of the service for the financial year; and 
 

4. Post audit questionnaires – these were returned by departmental 
managers to reflect satisfaction with the service. 
 

The completed questionnaires had been returned to the Borough Treasurer 
and it was her expectation that the service should perform to a good standard 
which equated to an 80% satisfaction rate.  From the questionnaires returned 
for 2012-2013, the Internal Audit service had achieved an 86% satisfaction 
rate. 
 
RESOLVED:- To agree that Members endorsed the review. 
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11 – 2012-2013 Statement of Accounts Update 
 
The Borough Treasurer advised that the Statement of Accounts had been 
completed and that the ledgers had been closed, the disclosure notes and the 
Statement document were being finalised and would be reported to the 
Committee in September 2013. 
 
She advised that the Statement of Accounts was a document containing 
almost 100 pages which needed to be signed as giving a true and fair view of 
the financial position of the Council for 2012-2013.  The Chairman was 
authorised by the Audit Committee to sign on behalf of the Council.  The 
Borough Treasurer proposed that an informal session covering the Statement 
of Accounts be arranged for Members in late September, when the Statement 
was final (but would remain subject to audit until the Annual Governance 
Report had been issued and agreed by Members). 
 
RESOLVED:- To note the report and agree that a session on the Statement of 
Accounts be offered to all Members. 
 
12 – Going Concern 
 
The Borough Treasurer reported that the Authority was required to assess 
and determine that it was appropriate to prepare the financial statements on a 
going concern basis.  The review was required to 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, 2012 to 31st March, 2013 
had been prepared on a going concern basis.  This 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. 
 
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. 
 
13 – 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, 
including:- 
 

1. Future financial stability and sustainability of the Council; 
2. Impact of the changes to the benefit system on income for the Housing 

Department; 
3. MMI levy under the Scheme of Arrangement; 
4. Impact of Pay Review; 
5. Failure of external partner, service providers or contractors; 
6. Level of sickness worsens; 
7. Performance of service delivery contractors; 
8. Impact of Welfare Reform changes; 
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9. Failure to deliver Waterfront Barrow regeneration programme; 
10. Not having appropriate governance arrangements in place; 
11. Failure to maintain Health and Safety arrangements; 
12. Capacity to undertake statutory inspections, investigations and 

enforcement action; 
13. Legal challenge to procurement of contracts; 
14. Incidents of fraud, bribery or corruption; and 
15. Major incident affecting service delivery or ICT systems. 

 
He reported that the Risk Register had been reviewed by Management Board 
at their meeting in June 2013 and had agreed a number of operational risks 
including:- 
 

1. Inadequate staffing to deliver key services; 
2. Access to operational buildings; 
3. Inadequate cash flow for operational purposes; 
4. Unable to collect household waste; 
5. Unable to pay housing benefits to claimants; 
6. Maintenance of Council housing stock to decent homes standard; 
7. Availability of homeless accommodation; 
8. Unplanned outage of the cremator; 
9. Failure of swimming pool filters or other breakage; and 

10. Failure of bleacher seating system in the Forum main auditorium. 
 
Full details of the operational risks outlined above, including their potential 
impact and mitigating actions had been included in appendix to his report.  It 
was noted that the operational risks would be used to inform the development 
of the Council’s Business Continuity Plan. 
 
In respect of Risk 15, a Member had questioned whether this risk should be 
split into two categories.  The Policy Review Officer advised that it had been 
two separate risks until just recently and that he would report the comments 
back to Management Board. 
 
RESOLVED:- To note the information and that the risks would be monitored 
by the appropriate Officers. 
 
14 – Annual Governance Statement  
 
The Policy Review Officer reported that the Council had responsibility for 
ensuring that Council business was conducted with the law and proper 
standards, and that public money was safeguarded and properly accounted 
for.  Part of this governance process was the preparation and publication of an 
Annual Governance Statement which was a self-assessment of how effective 
the Council considered its governance arrangements to be. 
 
The following members of staff had been involved in preparing the Annual 
Governance Statement for 2012-2013:- 
 

 Executive Director: Head of Paid Services; 

 Deputy Executive Director: Monitoring Officer; 
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 Borough Treasurer: S151 Officer; 

 Assistant Director of Community Services; 

 Assistant Director of Regeneration and the Built Environment; 

 Housing Manager; 

 Internal Audit, Manager; 

 Policy Review Officer; and 

 The Governance Group. 
 
The Annual Governance Statement and supporting principles had been 
attached as appendices to the Policy Review Officer’s report. 
 
RESOLVED:- To agree that the Annual Governance Statement and 
supporting evidence be submitted to the External Auditors for their 
consideration. 
 
15 – Monitoring Priority 1 Recommendations 
 
The Policy Review Officer reported that Internal Audit undertook reviews of the 
Council’s systems as defined in the Annual Audit Plan.  The audit conclusion 
may include Priority 1 Recommendations which related to major issues that 
needed to be brought to the attention of Senior Management.  Senior Managers 
would consider the recommendations and determine whether to accept or 
reject them. If the recommendations were accepted, the Managers were 
agreeing to implement the recommendations. 
 
To ensure that all agreed Internal Audit Priority 1 Recommendations were 
implemented in a timely manner they were now tracked by Management.  
Progress against the implementation of Priority 1 Recommendations that had 
been agreed in 2011-2013 had been included within the Policy Review Officer’s 
report. 
 
The Priority 1 Recommendations had come from the following Audit reports:- 
 

 Risk Management – Business Continuity (11-08); and 

 Catering Contract – The Forum (10-24). 
 
It was noted that the new Catering Contract was now in place and the new 
Contractor would be on site from week commencing 1st July, 2013. 
 
RESOLVED:- To note the information. 
 
The meeting closed at 3.28 p.m. 
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               Part One 

AUDIT COMMITTEE (D) 
Agenda 

Item 
7 

Date of Meeting:      26th September, 2013 

Reporting Officer:   Borough Treasurer 

 

Title: Review of the Council’s Arrangements for Securing 
Financial Resilience, for the year ended 31st March, 2013 

 
Summary and Conclusions:  
 
The Review of the Council’s Arrangements for Securing Financial Resilience, for the 
year ended 31st March, 2013, has been produced by the External Auditors.  The 
External Auditors will present the report to Members. 
 
Recommendations:  
 
Members are recommended to: 
 
1. Receive the External Auditor’s report and raise any questions; and 
 
2. Agree the Management responses included in the report. 
 

 
Report 
 
The External Auditors have produced a report of their Review of the Council’s 
Arrangements for Securing Financial Resilience, for the year ended 31st March, 
2013.  The report is attached at Appendix 1 and will be presented to Members by 
the External Auditor. 
 
Three key points for consideration have been highlighted in the report and 
Management have provided a response and agreed a timescale to action these; 
progress will be reported to this committee in due course. 
 
Background Papers  
 
Nil 



Review of  the Council's Arrangements for 

Securing Financial Resilience

for Barrow in Furness Borough Council 

Year ended 31 March 2013

26 September 2013

Gina Martlew
Engagement Lead
T 0141 223 0890
E Gina.F.Martlew@uk.gt.com

Len Cross
Audit Manager 
T 0161 234 6387
E Leonard.E.Cross@uk.gt.com

Neil Krajewski
Audit Executive 
T 0161 234 6371
E Neil.P.Krajewski@uk.gt.com



The contents of this report relate only to the matters which have come to our attention,
which we believe need to be reported to you as part of our audit process. It is not a
comprehensive record of all the relevant matters, which may be subject to change, and in
particular we cannot be held responsible to you for reporting all of the risks which may
affect the Council or any weaknesses in your internal controls. This report has been
prepared solely for your benefit and should not be quoted in whole or in part without our
prior written consent. We do not accept any responsibility for any loss occasioned to any
third party acting, or refraining from acting on the basis of the content of this report, as this
report was not prepared for, nor intended for, any other purpose.
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Arrangements meet or exceed adequate standards. Adequate 

arrangements identified and key characteristics of good practice 

appear to be in place.
Green

Potential risks and/or weaknesses. Adequate arrangements 

and characteristics are in place in some respects, but not all. 

Evidence that the Council is taking forward areas where 

arrangements need to be strengthened.
Amber

High risk: The Council's arrangements are generally inadequate 

or may have a high risk of not succeedingRed

Our approach

Value for Money Conclusion

Our work supporting our Value for Money (VfM) conclusion, as part of the 
statutory external audit, includes a review to determine if the Council has proper 
arrangements in place for securing financial resilience. 

In so doing we have considered whether the Council has robust financial systems 
and processes in place to manage its financial risks and opportunities, and to 
secure a stable financial position that enables it to continue to operate for the 
foreseeable future.  We have carried out our work in discussion and agreement 
with officers and completed it in such a way as to minimise disruption to them.

The definition of foreseeable future for the purposes of this financial resilience 
review is 12 months from the date of this report.

We have reviewed the financial resilience of the Council by looking at:
• Key indicators of financial performance; 
• Its approach to strategic financial planning;
• Its approach to financial governance; and
• Its approach to financial control.

Further detail on each of these areas is provided in the sections of the report that 
follow. Our overall  conclusion is that the Council has proper arrangements to secure 
financial resilience

We have used a red/amber/green (RAG) rating with the following definitions.

Executive Summary
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National and Local Context

National Context

The Chancellor of the Exchequer announced the current Spending Review 
(SR10) to Parliament on 20 October 2010.  SR10 represented the largest 
reductions in public spending since the 1920's. Revenue funding to local 
government was to reduce by 19% by 2014-15 (excluding schools, fire and 
police). After allowing for inflation, this equates to a 28% reduction in real terms 
with local government facing some of the largest cuts in the public sector. In 
addition, local government funding reductions were frontloaded, with 8% cash 
reductions in 2011-12.  This followed a period of sustained growth in local 
government spending, which increased by 45% during the period 1997 to 2007. 

The Chancellor of the Exchequer, in his Autumn Statement in November 2011, 
announced further public spending reductions of 0.9% in real terms in both 
2015-16 and 2016-17. In his Autumn Statement on 5 December 2012, the 
Chancellor reinforced austerity measures announcing a further £6.6bn of savings 
during 2013-14 and 2014-15.  Whilst health and schools will continue to be 
protected in line with the Government's policy set out in SR10, local government 
will continue to face significant funding reductions. The Department for 
Communities and Local Government will contribute £470m of these additional 
savings, £445m of which will come from local authority funding during 2014-15, 
with local authorities being exempt from additional savings in 2013-14.  In his 
March 2013 Budget, the Chancellor announced further departmental 1% savings 
during  2013-14 and 2014-15. The NHS and schools remain protected, but 
police and local government will need to find an additional 0.5% over both years.

The next spending review period, 2015-16, was announced by the Chancellor on 
26 June 2013. Local government will face a further 10% funding reduction for 
this period. 

Local Context

In common with all local authorities, the Council has faced a significant 
reduction in the level of financial support it receives from central government. In 
the 2010-11 financial year the total government support received was £9.1m. 
This has reduced to £6.8m in 2013-14, a 25.3% reduction and the level of 
support is expected to reduce further to £6.1m in 2015-16. The effect of inflation 
means that, over the 5 year period between 2010-11 and 2015-16, income from 
central government will fall in real terms by around 50 %.

The Council has historically maintained healthy reserve balances and, in spite of 
the financial challenge it has faced,  the Council has largely been able to avoid 
drawing on its reserves to balance the budget. Substantial reductions in 
expenditure and some increases in income have been achieved as part of a 
budget deficit reduction strategy agreed by Members in October 2011. 

In December 2012 the Council was advised that the Council's basic entitlement 
to financial support from central government for 2013-14 would reduce by 
16.91%. This was amongst the highest reductions nationwide. In order to 
mitigate the impact of this reduction, DCLG has advised the seven Councils 
subject to the most severe cuts that they are able to apply for an efficiency grant. 
The efficiency grant is worth a total of up to £2.35m to the Council over two 
years. A business case was submitted to DCLG in March 2013 and the Council 
was advised in May 2013 that it had been successful in securing £1.175m in 
grant-funding for 2013-14.  The Council will need to demonstrate that it has 
been successful in implementing its  business plan if it is to access the efficiency 
grant in 2014-15.

Executive Summary

5

These funding reductions come at a time when demographic and recession 
based factors are increasing demand for some services, and there is a 
decreasing demand for some services, such as car parking, where customers 
pay a fee or charge. Financial austerity is expected to continue until at least 
2017.
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Overview of Arrangements

Risk area Summary observations
High level risk 

assessment

Key Indicators of Performance

The Council has healthy reserve balances and sufficient assets to cover its liabilities. Whilst long-term borrowing 
has recently increased, this is consistent with the pattern at other Authorities which have retained their housing 
stock. The Council's costs of Housing Benefit and Council tax Administration are high and the Council is 
looking at ways of reducing the costs of these services which are largely outsourced.

�
Green

Strategic Financial Planning

The Council has a Medium Term Financial Strategy which is based on appropriate assumptions and 
considerations. Sensitivity analysis has been used to model a range of possible scenarios. The Council has 
regularly revisited its strategy to take account of changes in the internal and external environment. A further 
update is required to reflect the efficiency grant awarded to the Council in May 2013. 

�
Green

Financial Governance

Members receive sufficient information to ensure they have an understanding of the Authority's financial 
performance and position. Arrangements are made to ensure that Members have sufficient opportunity to 
challenge the information they receive and consider alternative options as part of the budget-setting process. 

�
Green

Financial Control

The Council has established arrangements to ensure it has sufficient sources of internal and external assurance 
about its arrangement to maintain financial control. The ongoing review of internal budget monitoring should 
further enhance existing  arrangements by providing more detail on a relative performance of individual 
departments. Officers also need to ensure that they provide members with sufficient and timely updates on the 
progress made in respect of the schemes included in the business plan produced to secure the efficiency grant 
from DCLG. 

�
Green

Executive Summary
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Next Steps

Area of review Key points for consideration Responsibility Timescale Management response

Key Indicators of 

Performance

Management should keep under review the extent to 
which the Council  has been successful in achieving a 
reduction in the number of days lost due to sickness

Principal HR 
Officer

31 March 
2014

From 2013-14 quarterly reports are presented to 
Management Board which indicate the number of 
days lost for sickness, showing short term and long 
term sickness along with other relevant information.  
The Council's occupational health service will be 
delivered by a new provider from October 2013

Strategic Financial 

Planning

The Medium Term Financial Plan requires updating to 
take account of the receipt of the Efficiency Grant 
from DCLG and the recently-approved Workforce 
Strategy .

Borough 
Treasurer

31 
December 
2013

The Medium Term Financial Plan will be fully 
updated as part of the 2014-2015 budget setting 
process.  The Efficiency Support Grant and the 
Workforce Strategy will be incorporated into the 
update.  The impact on the current Medium Term 
Financial Plan will be reported to Members as part of 
the Council Finances reports during 2013-2014.

Financial Control The Borough Treasurer and her staff are encouraged 
to  complete the planned review of budget monitoring 
arrangements to ensure officers and members have the 
information they need to monitor the Council's 
financial performance and financial position 

Borough 
Treasurer

31 
December 
2013

The review will identify a meaningful level of 
Management to report against, in addition to the 
current overall General Fund position.  Direct costs 
will be reported against this level as part of the 
Council Finances reports.

Executive Summary
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We have used the Audit Commission's nearest neighbours benchmarking group comprising 

the following authorities: 

Burnley Borough Council

Dover District Council

Erewash Borough Council

Gosport Borough Council

Great Yarmouth Borough Council

Hyndburn Borough Council

Lancaster City Council

Mansfield District Council

Nuneaton And Bedworth Borough Council

Pendle Borough Council

Shepway District Council

Swale Borough Council

Thanet District Council

Waveney District Council

Weymouth and Portland Borough Council

Introduction

This section of the report includes analysis of key indicators of financial 
performance, benchmarked where this data is available. These indicators include:
• Working capital ratio
• Long term borrowing to tax revenue
• Long term borrowing to long term assets
• Sickness absence levels
• Out-turn against budget
• Useable Reserves: Gross Revenue Expenditure
• Cost of Housing and Council Tax Administration

Key Indicators
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Overview of performance

Area of focus Summary observations Assessment

Liquidity The Council has a healthy working capital ratio. For the past five years the Council has held sufficient short-term assets to cover 
its liabilities.  
The Council collected 96.8% of the Council Tax due in 2012-13 which was the same level as that collected in 2011-12. This is 
below the average for  Cumbria  of 98%  but is consistent with the average collection rate for the group of Councils considered 
by the Audit Commission to be statistically similar. 
The Council collected 98% of the Non Domestic Rates due in 2012-13 which was the same level as that collected in 2011-12. 
This is marginally less than the average for Cumbria but is 0.9% better than the average collection rate for the comparator group.

�
Green

Borrowing The Council's borrowing increased significantly in March 2012 following the self-financing settlement whereby the Council 
borrowed  an additional £17m to fund a payment to central government as part of the reforms to the housing subsidy system. 
Consequently, debt, as a proportion of long term assets and Council Tax, increased sharply last year. This is consistent with the 
pattern at other authorities which have retained their housing stock. The Council has a thirty year plan to repay the additional
borrowing which was agreed with DCLG as part of the self-financing arrangements. 

�
Green

Workforce The Council's level of sickness absence has increased in 2012-13 and is higher than the local government average. The Council 
has analysed the level of sickness and determined that long term sickness makes up a significant proportion of the days lost.
Management are working closely with employees and the  Council's Occupational health provider to reduce the level of long and
short term sickness. 

�
Amber

Performance 

Against Budgets: 

revenue & 

capital

The Council has a strong track record at delivering an outturn within budget estimates in respect of revenue and capital. There is 
no history of significant overspends.  �

Green

Reserve 

Balances

The Council has healthy earmarked and unearmarked reserve balances. The General Fund balance has not been significantly 
affected by the decline in central government funding. �

Green

Cost of 

HB/CTB

The cost of the Council's Housing and Council Tax benefit service  exceeds that of most of English District Councils.  This 
service is provided by a service organisation. Given that the Council spent £1.675M on this service in 2011-12,  any reductions in 
the cost of this service could significantly assist the Authority  in delivering the savings required  to address its projected deficit.  

�
Amber

Key Indicators
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Key characteristics of good strategic financial planning
In conducting our review of strategic financial planning we have assessed the Council's performance against the following indicators:

� Focus on achievement of corporate priorities is evident through the financial planning process. The MTFP focuses resources on priorities.

� The MTFP includes outcome measures, scenario planning, benchmarking, resource planning and details on partnership working. Targets have been set for future 
periods in respect of reserve balances, prudential indicators etc.

� Annual financial plans follow the longer term financial strategy.

� There is regular review of the MTFP and the assumptions made within it. The Council responds to changing circumstances and manages its financial risks.

� The Council has performed stress testing on its model using a range of economic assumptions including CSR.

� The MTFP is linked to and is consistent with other key strategies, including workforce.

� KPIs can be derived for future periods from the information included within the MTFP.

Strategic Financial Planning
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Medium Term Financial Strategy

Area of focus Summary observations Assessment

Focus of the 

MTFP

The Council approved the latest draft of its Medium Term Financial Plan in March 2013.  The plan compares the Borough 
Treasurer's projection of the Council's financial position before implementing the Council's budget deficit reduction strategy and 
the anticipated position based on currently-available information and estimates.

The plan covers both the revenue budget and the capital programme for the period 2013/14 to 2015/16 and is based on 
reasonable assumptions.. The Council was notified in May 2013 that it had been successful in its application for  an efficiency 
grant worth £2.35m over two years. The Borough Treasurer plans to update the plan to take account of this additional funding.

�
Green

Adequacy of 

planning 

assumptions

Assumptions used to prepare the financial model underpinning the MTFP cover income and expenditure.  Inflationary increases 
in staff costs and contract costs are provided for  alongside a growth in external income of 2.7% per annum.

The 2012-13 budget over-estimated the income that would be generated from the leisure centre and car parking charges by 
£511,000. The latest version of the MFTP has revised the expected income from fees and charges to take account of the 
Council's experience in 2012-13. Officers need to ensure that the revised assumptions included in the latest MTFP remain 
appropriate and take account of changes in government policy such as changes to national insurance and the outcome of the 2013 
Spending Review. 

�
Green

Review 

processes

The MTFP has been subject to regular review. The latest version was approved in March 2013 and covers the period to 2016-17. 
The Borough Treasurer is working with members to produce a revised version of the strategy covering the period to 2018-19 
which incorporates the Efficiency Grant received from DCLG. 

�
Green

Responsiveness 

of the Plan

The Council has used sensitivity analysis to explain the impact on the Council's financial position if any of the assumptions built 
into the financial model turn out to be inaccurate. The Council has considered a range of options as part of the development of 
the approved financial plan. More recently, in order to produce the business case required to secure the efficiency grant, officers 
and members worked together to identify a series of initiatives that would generate additional income, increase efficiency and 
reduce expenditure. However, the Council still needs to update its plan to reflect the receipt of the efficiency grant it has been 
allocated. A Workforce Strategy was recently considered and approved by the Executive Committee. Management plan to revisit 
the MTFP to facilitate the implementation of the strategy.

�
Amber

Strategic Financial Planning
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Key characteristics of effective financial governance
In conducting our review of financial governance we have assessed the Council's performance against the following indicators:

Understanding

• There is a clear understanding of the financial environment the Council is operating within:

� Regular reporting to Members. Reports include detail of action planning and variance analysis etc.

� Actions have been taken to address key risk areas.

� Officers and managers understand the financial implications of current and alternative policies, programmes and activities.

Engagement

• There is engagement with stakeholders including budget consultations.

Monitoring and review

• There are comprehensive policies and procedures in place for Members, Officers and  budget holders which clearly outline  responsibilities.

• Number of internal and external recommendations overdue for implementation.

• Committees and Cabinet regularly review performance and it is subject to appropriate levels of scrutiny.

• There are effective recovery plans in place (if required).

Financial Governance
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Understanding and engagement

Area of focus Summary observations Assessment

Understanding 

the Financial 

Environment

The Executive Committee receive quarterly updates on the Council's financial performance and position.  Additionally, members
receive reports about specific  issues affecting the Council's financial standing when they arise. A period of consultation precedes 
the preparation of the budget and in 2013-14 an alternative budget was considered before the budget was finalised. �

Green

Executive and 

Member 

Engagement

The Borough  Treasurer and Chief Executive regularly meet informally with members to examine and discuss the Council's 
financial performance and position.  Members contributed to the development of the Business Case prepared by the Council to 
secure the efficiency grant from DCLG.  Additionally, the Council's Scrutiny Committee assesses the Council's progress towards 
achieving key priorities.  

�
Green

Budget 

reporting: 

revenue and 

capital

The Council reports separately on its direct and indirect costs, as well as income generated from external charges. All direct costs 
are subjected to detailed monitoring on a quarterly basis as well as income by source. Expenditure and income is profiled 
throughout the year so that members can understand how the performance compares to that expected at the end of each quarter

�
Green

Adequacy of 

other 

Committee/

Cabinet 

Reporting

The quality of the financial information provided to committees is good.  A concise summary of the Council's overall financial 
position and performance is provided although there is limited information about the relative performance within individual 
Directorates. Additional reports are provided to Committees on matters relevant to the Council's financial position on a timely 
basis. These reports are accessible and clear. 

�
Green

Financial Governance
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Key characteristics of effective financial control
In conducting our review of financial control we have assessed the Council's performance against the following indicators:

Budget setting and budget monitoring

• Budgets are robust and prepared in a timely fashion.

• Budgets are monitored at an officer, member and Cabinet level and officers are held accountable for budgetary performance.

• Financial forecasting is well-developed and forecasts are subject to regular review.

Savings Plans

• Processes for identifying, delivering and monitoring savings plan schemes are robust, well thought through and effective.

Financial Systems

• Key financial systems have received satisfactory reports from internal and external audit.

• Financial systems are adequate for future needs.

Finance Department

• The capacity and capability of the Finance Department is fit for purpose.

Internal Control

• There is an effective internal audit which has the proper profile within the organisation. Agreed Internal Audit recommendations are routinely implemented in a 
timely manner.

• There is a an assurance framework in place which is used effectively by the Council and business risks are managed and controlled.

Financial Control
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Internal arrangements

Area of focus Summary observations Assessment

Budget setting 

and monitoring -

revenue and 

capital

The budget-setting process is overseen by the Borough Treasurer. Historically, the Council has contained overall expenditure 
within budget estimates. Officers begin the process of preparing the budget in sufficient time to ensure that the budget is 
soundly-based and there is sufficient opportunity for consultation before the budget is considered by full Council.

The internal budget monitoring process is currently being reviewed. The current approach focuses on higher cost and more 
volatile budgets.  A more standardised approach to budget-monitoring covering all cost centres is being developed. Currently, 
budget monitoring reports to members reflect the overall position of the Council against its budget and do not set out the relative 
performance of individual departments although external income is already subject to detailed monitoring.  

Officers recognise that the production of a revised budget in the autumn of each year could make the process of identifying 
variances when producing the year-end outturn report a more straight-forward and manageable process. 

�
Amber

Performance 

against Savings 

Plans

The Authority achieved significant savings following  a major management re-structure in 2011-12.  Further savings have been 
secured through re-tendering and  the re-negotiation of existing contracts. More recently, the Authority has developed a range of 
initiatives to reduce net expenditure as part of the Business Plan submitted to DCLG to secure the efficiency grant. The 
Authority needs to ensure that it provides members with detailed information about the progress of these initiatives so that their 
effectiveness in improving efficiency, reducing cost and, where appropriate, increasing income can be scrutinised and assessed. 
This is particularly important given that the Authority needs to demonstrate progress in the implementation of the business plan
in order to secure the second year of the efficiency grant.  

Several of the schemes in the efficiency grant business case are bold and speculative in nature in that they operate on the principle 
that the Council will secure future cost-savings and increased income from grant-funded investment in technology and 
improvements to buildings. The Council needs to ensure that it completes a robust risk-assessment to ensure those schemes 
remain on track and do not need to be supplemented with additional schemes.

�
Green

Key Financial 

Accounting 

Systems

Internal Audit examined all the key financial systems as part of the their 2012-13 audit plan. The Head of Internal Audit's Annual 
Report confirms that all key financial systems received either substantial or unqualified assurance. �

Green

Financial Control
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Internal and external assurances

Area of focus Summary observations Assessment

Finance 

Department 

Resourcing

Staff in the Council's finance department have the knowledge and experience required to effectively perform their roles. The 
Borough Treasurer is assisted by two Chief Accountants who oversee the work of the finance department and provide support to 
colleagues in other departments.

�
Green

Internal audit 

arrangements

The Council uses an independent internal audit provider, Furness Audit. Internal audit's reports are considered by the Council's
Audit Committee. An annual evaluation of internal audit is undertaken and officers undertake regular reviews to ensure that all 
priority one recommendations have been implemented. 

�
Green

External audit 

arrangements

The Council has received an unqualified opinion on its statement of accounts and its arrangements to secure value for money for 
the past three years. Management has taken appropriate action to address the predecessor auditor's recommendations relating to 
contract management and the process for preparing the Annual Governance Statement. 

�
Green

Assurance 

framework/risk 

management

The Council has developed a strategic and an operational risk register. The Council's Policy Review Officer assumes overall 
responsibility for compiling these documents in accordance with the Council's Risk Management Policy.  Updates to the registers,
including the addition of new risks and the revision of existing risks, are considered regularly by the Council's management team 
and the Audit Committee. 

All risks are rated according to their likelihood and probable impact and each risk is assigned a responsible officer. The Risk 
Register could be further enhanced by clearly articulating how the risks identified affect the achievement of the Council's four key 
priorities. 

�
Green

Financial Control
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Working Capital Ratio – 2011-2012 

Definition: The working capital ratio indicates if  an authority has enough current assets, or resources, to cover its immediate liabilities - i.e. those 

liabilities to be met over the next twelve month period. A ratio of  less than one - i.e. current liabilities exceed current assets - indicates potential 

liquidity problems. It should be noted that a high working capital ratio is not always a good thing; it could indicate that an authority is not 

effectively investing its excess cash.

Findings: The Council has a healthy working capital ratio which has improved in each of  the last three years. 

Key Indicators of Financial Performance
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Working Capital Ratio - Trend 

Key Indicators of Financial Performance
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Long Term Debt to Tax Revenue Ratio – 2011-2012

Key Indicators of Financial Performance
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Definition: Shows long term borrowing as a share of  tax (Council Tax (CT) and National Non-Domestic Rates (NNDR)) revenue. A ratio of  

more than one means that long term borrowing exceeds council tax revenue.

Findings: The Council has a similar ratio of  long term debt to tax revenue similar to that of  comparative Authorities. The ratio increased in 2011-

12 when the Authority borrowed  £17m to fund a payment to central government as part of  reforms to the subsidy of  Council housing. The 

Council has a thirty-year plan to repay the money borrowed based on profiled income and expenditure associated with its housing stock. 
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Long Term Debt to Tax - Trend

Key Indicators of Financial Performance
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Long Term Debt to Long Term Assets – 2011-2012

Key Indicators of Financial Performance
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Definition This ratio shows long term borrowing as a share of  long-term assets. A ratio of  more than one means that long term borrowing 

exceeds the value of  long term assets

Findings  The Council's borrowing as a proportion of  long-term assets is similar to that of  the comparator Councils. Like Barrow, many of  the 

comparator councils took on additional borrowing as part of  the local government housing subsidy reforms.
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Long Term Debt to Long Term Assets- Trend 

Key Indicators of Financial Performance
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Movement in Reserve Balances 31 March 2009 – 31 March 2013

Key Indicators of Financial Performance
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The Chart below shows that the Authority continues to hold significant balances in its earmarked reserves. The General Fund balance and the 

Useable Capital Receipts balance have not been seriously reduced as a result of  cuts in central government funding. In 2012-13 , the Council was 

advised that it had been awarded £3.4M to fund improvement works to the Barrow Island flats.  Half  of  this grant was paid in 2012-13 . This 

funding has been carried on the Balance Sheet as the project is expected to get underway in the 2013-14 financial year. 
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Usable Reserves to Gross Revenue Expenditure - 2011/2012

Key Indicators of Financial Performance
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Definition This ratio shows the Council's reserves which are available for use as a proportion of  gross revenue expenditure. A higher ratio

indicates the Council has a greater ability to fund expenditure from available reserves.

Findings The Council has healthy reserves. Balances at 31 March 2012 represented 20% of  Gross Revenue Expenditure. This proportion has

steadily increased over the past five years. In 2012-13, usable reserves increased again but in respect of  capital receipts and capital grants which can 

only be applied to capital schemes.
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Usable Reserves to Gross Revenue Expenditure - Trend

Key Indicators of Financial Performance
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Income by Type – Trend Analysis – 2009/10 – 2012/13

Key Indicators of Financial Performance
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Definition: This chart shows how the Council's total income (excluding housing and council tax benefit subsidy)  has reduced in the four years

from 2009-10  to 2012-13.  It also shows how the proportion of  income generated from different sources has varied over the period. 

Findings: The Council's total income has reduced from £43.34M in 2009-10 to £34.5M  in 2012-13. Over this period, the proportion of  income 

generated from fees and charges has remained largely constant but the proportion of  income from government grants has reduced significantly. 

Whilst HRA rental income has increased over the period, it should be noted that income is ring-fenced and can only be used to fund HRA

expenditure.  Housing and Council Tax Benefit subsidy has been excluded from the analysis as this represents the mechanism by which the 

Department for Work and Pensions funds the cost of  housing and council tax benefit paid out by the Authority . The amount paid out is largely 

outside the Council's control as entitlement is assessed  in accordance with legislation. 
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Cost of Housing and Council Tax Benefit Service per Claimant  

Key Indicators of Financial Performance
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Definition The chart shows the total  spend on the administration  of  Housing and Council Tax benefit . 

Findings The Council uses a service organisation, Liberata to provide its Housing and Council Tax benefit service. The chart below shows that 

Barrow's expenditure on this service per claimant is amongst the highest of  all English District Councils. 
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Sickness Absence Levels

Background

The average sickness absence level for the public sector is 7.9 days per FTE, whilst the private sector average is 5.7.  Many councils have taken a proactive 

approach to reducing the number of  days lost to sickness each year. For example:

• London Borough of  Croydon reduced absence from 12.5 days to 6.4 days over two years due to a new tougher sickness absence management.

• Cambridgeshire County Council reduced sickness absence levels to 5 days per employee using an approach built on a relationship of  trust with staff  and 

empowering managers to take control of  absence management.

Costs that accrue from sickness absence relate to the hiring of  agency staff  to cover staff  gaps, or from holding a larger workforce complement than is 

desirable.  Absence also damages service levels either through staff  shortage or lack of  continuity. Reducing absenteeism saves money, improves productivity 

and can have a positive customer benefit.  Absence management will be a particular challenge for all authorities during SR13, given the continued context of  

significant pressures on staff  to deliver "more for less".
Findings

The Council's level of  sickness absence has been broadly 

consistent with the Local Government  average in recent years. 

However, in 2012-13 the Council's level of  sickness absence 

increased sharply from 8.23 per full time equivalent in 2011-12 

to 12.03 in 2012-13.  The Council has analysed how the number 

of  days lost is split between long and short term absences and 

identified that a significant number of  days lost were due to 

long-term sickness. Management are considering how existing 

policies might  be developed to further reduce the level of  

absence across the Council . The Council's on-going target is to 

ensure that the number of  days lost  is below the national 

average 

Source: CIPD Annual Survey Reports on Absence management

Key Indicators of Financial Performance
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               Part One 

AUDIT COMMITTEE (D) 
Agenda 

Item 
8 

Date of Meeting:      26th September, 2013 

Reporting Officer:   Borough Treasurer 

 

Title: Statement of Accounts 2012-2013 
 
Summary and Conclusions:  
 
This report sets out the audited accounts for 2012-2013 and the report of the 
External Auditors; the Audit Findings report.  The Statement of Accounts for 2012-
2013 is attached at Appendix 2.  The report also contains the Annual Governance 
Statement for separate consideration and the letter of representation for approval. 
 
Recommendations:  
 
Members are recommended: 
 
1. To receive the External Auditor’s Audit Findings report and raise any questions; 
 
2. To agree the Management responses included in the Audit Findings report; 
 
1. To approve the letter of representation and authorise the Chair of this  

Committee and the Borough Treasurer to sign on behalf of the Council; 
 
2. To receive the Annual Governance Statement and raise any questions;  
 
3. To approve the Annual Governance Statement and authorise the Chair of this 

Committee to sign on behalf of the Council; and 
 
4. To approve the audited accounts and authorise the Chair of this Committee to 

sign on behalf of the Council. 
 

 
Report 
 
The Accounts and Audit Regulations require the draft Statement of Accounts to be 
made available to the External Auditors by 30th of June each year.  This date was 
met and the Statement was placed on the Council’s website by that date.  The 
Statement of Accounts must be approved by this Committee before 30th September, 
2013 for 2012-2013. 
 
The External Auditor is required to report to this Committee on the conclusions of the 
audit, noting any adjustments made to the draft accounts as published.  This is the 
Audit Findings report attached at Appendix 3.  Subject to Members agreeing the 
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recommendations in the Action Plan (page 26) and the Letter of Representation, the 
External Auditor will give an unqualified audit opinion. 
 
The External Auditor identified four misstatements in the Statement of Accounts for 
2012-2013 that have been corrected and incorporated into the Statement presented 
for approval.  There was a further misstatement that has not been corrected and this 
is set out in more detail in the “Changes to the Accounts” paragraph below. 
 
There are two recommendations made by the External Auditor, relating to the Cash 
Flow Statement and the Explanatory Foreword, and I have provided a response with 
an agreed timescale to action these. 
 
Members are advised that none of the misstatements materially impact on the net 
revenue position, or the net worth of the Council. 
 
The External Auditor’s team have undertaken the audit in a professional and 
consultative manner.  I am happy with the service provided.  My staff and I have 
worked constructively with the External Auditor and her team. 
 
The Statement of Accounts 
 
The audited Statement of Accounts is attached at Appendix 2. 
 
The Statement of Accounts is complex and not easy for the layman to follow.  A 
specific session for Members was held on 23rd September, 2013, to go through the 
accounts, explain the key points and give Members the opportunity to raise queries.  
In approving the Statement of Accounts, Members are asked to undertake a review 
using their knowledge of the Council together with the External Auditor’s report and 
raise any questions. 
 
The key areas to review in the Statement of Accounts are: 
 
Explanatory Foreword – this explains the key issues in the accounting statements 
and explains their purpose. 
 
Comprehensive Income and Expenditure Statement – this shows a net deficit of 
£9,124k.  Excluding the actuarial loss on the pension assets/liabilities of £4,581k and 
an increase in the value of property, plant and equipment of (£779k), the net deficit 
of £5,322k is the combined result for the General Fund and the Housing Revenue 
Account [(Surplus)/Deficit on the Provision of Services]. 
 
The separated result for General Fund is a deficit of £7,927k and for the Housing 
Revenue Account a surplus of (£2,605k). 
 
The real General Fund deficit was £289k and the reasons for this difference of 
(£7,638k) are the statutory adjustments to the accounts which reduce the deficit by 
(£7,328k), combined with the use of reserves of (£310k).  The statutory adjustments 
primarily relate to capital and asset charges of (£8,605k), the transfer of asset sale 
proceeds of £341k net of their carrying value, and the provision for the repayment of 
external debt of £935k. 
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For the Housing Revenue Account the real surplus was (£469k), the difference of 
£2,136k being the statutory adjustments relating primarily to the provision for the 
repayment of external debt of £1,740k and the transfer of asset sale proceeds of 
£327k net of their carrying value. 
 
Balance Sheet – the Council’s net worth has decreased from £92,988k to £83,864k.  
This is largely explained by the actuarial loss on the pension assets/liabilities of 
(£4,581k), a decrease in the carrying value of property, plant and equipment of 
(£9,878k), the increase in provisions of (£800k) and these are offset by the increase 
in short term investments of £6,506k. 
 
A summary of the variances against the original budgets for the General Fund and 
the Housing Revenue Account is set out in the Explanatory Foreword, Section j. 
 
Changes to the Accounts 
 
Adjusted misstatements 
 
The main changes to the draft accounts agreed with the External Auditors are: 
 
Cash Flow Statement – the cash flows relating to operating, investing and financing 
activities were not attributed correctly. 
 
Explanatory Foreword – the presentation and content was reviewed to provide a 
clear and concise summary of the Council’s financial performance and position. 
 
Lease Disclosure Note – Waterside House lease income was accidently omitted in 
the compilation of the figures for the disclosure note. 
 
Segmental Reporting – the income relating to the Forum was shown net of the 
expenditure instead of gross in error. 
 
These have all been corrected and do not have any impact on the net revenue 
position, or the net worth of the Council. 
 
Unadjusted misstatements 
 
The provision relating to the Municipal Mutual Insurance Scheme of Arrangement 
(MMI) is over-estimated. 
 
A provision is made when an event has taken place that gives the Council a legal or 
constructive obligation that probably requires settlement and a reliable estimate can 
be made of the amount of the obligation.  In the case of the MMI provision, the 
Scheme of Arrangement was triggered in 2012-2013 and the amount of the 
obligation is £414k based on the information available from the Scheme 
Administrator.  I reported this position to the Executive Committee in January, 2013, 
and resources were identified to cover the potential impact of the Scheme being 
triggered and the subsequent claims that may be lodged against the Council should 
the Scheme be wound up. 
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I revisited the provision following a review by the External Auditor and I agree that 
the provision should be limited to the levy indicated by the Scheme Administrator 
and that the balance of funds should have remained in reserves, £604k.  This over-
estimation does not materially affect the Council’s financial position and I intend to 
adjust this in 2013-2014, taking into account the latest information from the Scheme 
Administrator.  Members are asked to agree with my proposal and to approve the 
Letter of Representation which includes this item.  Members are also asked to agree 
that I and the Chair of this meeting be authorised to sign the Letter of Representation 
on behalf of the Council (Appendix 4). 
 
Letter of Representation 
 
The purpose of this letter is to provide assurance to the External Auditors on relevant 
and significant matters relating to the financial year.  The Letter of Representation is 
issued to disclose the material facts affecting the 2012-2013 transactions of the 
Council. 
 
Annual Governance Statement 
 
The Annual Governance Statement (AGS) has to be published alongside the 
Statement of Accounts, although it does not form part of it.  The AGS was presented 
to this Committee on the 27 June, 2013 and there are no major changes to report.  
The AGS is attached at Appendix 5 (Annex 1 & 2) for Members to approve and 
authorise the Chair to sign on behalf of the Council. 
 
Background Papers 
 
Nil 
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The contents of this report relate only to those matters which came to our 

attention during the conduct of our normal audit procedures which are 

designed primarily for the purpose of expressing our opinion on the financial 

statements. Our audit is not designed to test all internal controls or identify all 

areas of control weakness. However, where, as part of our testing, we identify 

any control weaknesses, we will report these to you.  In consequence, our work 

cannot be relied upon to disclose defalcations or other irregularities, or to 

include all possible improvements in internal control that a more extensive 

special examination might identify.

We do not accept any responsibility for any loss occasioned to any third party 

acting, or refraining from acting on the basis of the content of this report, as 

this report was not prepared for, nor intended for, any other purpose.
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Executive summary

Executive summary

Purpose of this report
This report highlights the key matters arising from our audit of Barrow in Furness 
Borough Council's ('the Council') financial statements for the year ended 31 March 
2013. It is also used to report our audit findings to management and those charged 
with governance in accordance with the requirements of International Standard on 
Auditing 260 (ISA). 

Under the Audit Commission's Code of Audit Practice we are required to report 
whether, in our opinion, the Council's financial statements present a true and fair 
view of the financial position, its expenditure and income for the year and whether 
they have been properly prepared in accordance with the CIPFA Code of Practice 
on Local Authority Accounting. We are also required to reach a formal conclusion 
on whether the Council has put in place proper arrangements to secure economy, 
efficiency and effectiveness in its use of resources (the Value for Money 
conclusion).

Introduction

In the conduct of our audit we have not had to alter or change our planned audit 
approach, which we communicated to you in our Audit Plan dated 27 June 2013.

Our audit is substantially complete although we are finalising our work in the 
following areas: 

• review of the final version of the financial statements;

• obtaining and reviewing the final management letter of representation;
• review of final version of the Annual Governance Statement;
• updating our post balance sheet events review, to the date of signing the 

opinion; and
• reviewing the Whole of Government Accounts (WGA) statements.

We received draft financial statements and accompanying working papers at the 
start of our audit, in accordance with the agreed timetable.

Key issues arising from our audit

Financial statements opinion

We expect to provide an unqualified opinion on the financial statements. 

We identified one non-adjusted item which, had it been amended, would have 
affected  the Council's reported financial position, reducing the reported deficit 
of £5.322M to £4.718M,  and increased the Council's usable reserves by 
£604,000. Details are recorded in section 2 of this report. 

Material adjustments were made to the Cash Flow Statement to correct errors 
made when compiling the statement. This issue has no impact on the other 
primary statements. 

We have also agreed a number of presentational amendments to the financial 
statements to improve clarity and ensure full compliance with the CIPFA Code 
of Accounting practice. 
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Executive summary

Value for money conclusion

We are pleased to report that, based on our review of the Council's arrangements 
to secure economy, efficiency and effectiveness in its use of resources, we propose 
to give an unqualified VFM conclusion.

Further detail of our work on Value for Money is set out in section 3 of this 
report.

Whole of Government Accounts (WGA)

We will complete our work in respect of the Whole of Government Accounts in 
accordance with the national timetable.

Controls

The Council's management is responsible for the identification, assessment, 
management and monitoring of risk, and for developing, operating and monitoring 
the system of internal control.

Our audit is not designed to test all internal controls or identify all areas of 
control weakness.  However, where, as part of our testing, we identify any 
control weaknesses, we  report these to the Council. 

Our work has not identified any control weaknesses which have not already 
been reported, accordingly there are no issues which we wish to highlight here 
for your attention. 

Further details are provided within section 2 of this report.

The way forward

Matters arising from the financial statements audit and review of the Council's 
arrangements for securing economy, efficiency and effectiveness in its use of 
resources have been discussed with the Borough Treasurer.

We have made a number of recommendations, which are set out in the action 
plan in Appendix A. Recommendations have been discussed and agreed with 
the Borough Treasurer and the finance team.

Acknowledgment

We would like to take this opportunity to record our appreciation for the 
assistance provided by the finance team and other staff during our audit.

Grant Thornton UK LLP

September 2013
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Audit findings

Audit findings

In this section we present our findings in respect of matters and risks identified at the planning stage of the audit and additional matters that arose during the course of 
our work. We set out on the following pages the work we have performed and findings arising from our work in respect of the audit risks we identified in our audit plan, 
presented to the Audit Committee on 27 June 2013.  We also set out the adjustments to the financial statements from our audit work and our findings in respect of 
internal controls.

Changes to Audit Plan

We have not made any changes to our Audit Plan as previously communicated to you in June 2013.

Audit opinion

We expect to provide the Council with an unqualified opinion. Our audit opinion is set out in Appendix B.
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Audit findings against significant risks

Risks identified in our audit plan Work completed Assurance gained and issues arising

1. Improper revenue recognition

Under ISA 240 there is a presumed risk that revenue 
may be misstated due to improper recognition 

� examined and tested the policies for recognising 
revenue

� completed  testing on material revenue streams

� examined any unusual significant transactions

Our audit work has provided assurance that  there 
are adequate controls in place to ensure income 
and expenditure is appropriately recorded and not 
subject to manipulation.

2. Management override of controls

Under ISA 240 there is a presumed risk of 
management over-ride of controls

� assessed entity-level controls at the Council e.g. 
journals and role of the Audit Committee

� reviewed information technology  (IT) general 
controls

� reviewed and tested significant accounting 
estimates, judgements and decisions made by 
management

� tested a sample of journal entries using computer 
assisted audit techniques (CAATs)

� reviewed any unusual significant transactions

Our audit work has not identified any evidence of 
management override of controls. In particular the 
findings of our review of journal controls and testing 
of journal entries has not identified any significant 
issues.

We set out later in this section of the report our work 
and findings on key accounting estimates and 
judgements. 

Audit findings

"Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine transactions are transactions that are unusual, either due to size 
or nature, and that therefore occur infrequently. Judgmental matters may include the development of accounting estimates for which there is significant measurement 
uncertainty" (ISA 315). 

In this section we detail our response to the significant risks of material misstatement which we identified in the Audit Plan.  As we noted in our plan, there are two 
presumed significant risks which are applicable to all audits under auditing standards.
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Audit findings against other risks

Transaction cycle Description of risk Work completed Assurance gained & issues arising

Operating expenses Operating expenses 
understated

We have undertaken the following work in relation to 
this risk:

� documented our understanding of the processes 
and key controls over the operating expenses 
cycle

� undertaken walkthrough of the key controls to 
assess whether those controls are designed 
effectively

� attribute testing of a sample of transactions 
processed through the creditors system. 

Our audit work has not identified any significant issues in 
relation to the risk identified.

Operating expenses Creditors understated or not 
recorded in the correct period

We have undertaken the following work in relation to 
this risk:

� documented our understanding of the processes 
and key controls over the operating expenses 
cycle

� undertaken walkthrough of the key controls to 
assess whether those controls are designed 
effectively

� substantive testing of creditors including post year 
end payment for cut-off

Our audit work has not identified any significant issues in 
relation to the risk identified.

Audit findings

In this section we detail our response to the other risks of material misstatement which we identified in the Audit Plan.  Recommendations, together with management 
responses, are attached at Appendix A.  
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Audit findings against other risks

Transaction cycle Description of risk Work completed Assurance gained & issues arising

HRA Rental Revenue Housing revenue transactions
not recorded

We have undertaken the following work in relation to 
this risk:

� documented our understanding of the processes 
and key controls over the HRA rental revenue 
cycle

� undertaken attribute testing on a sample of  rent 
charged to tenants in the 2012-13 financial year

� reconciled rent recorded in the Housing Revenue 
Account to the Authority's housing rent system. 

Our audit work has not identified any significant issues in 
relation to the risk identified.

Welfare expenditure Welfare benefits improperly
computed

We have undertaken the following work in relation to 
this risk:

� documented our understanding of the processes 
and key controls over the transaction cycle;

� established that the correct parameters have been 
input to the system to calculate benefit payments 
made to claimants during the 2012-13 financial 
year;

� confirmed that the Council has followed the 
software supplier's instructions to produce its 
housing and council tax benefit subsidy claim 
form; and

� tested a sample of payments made to claimants in 
the 2012-13 financial year to confirm that the 
correct amount was paid out and the correct 
amount of subsidy has been claimed by the 
Council.

Our audit work has not identified any significant issues in 
relation to the risk identified.
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Audit findings against other risks

Transaction cycle Description of risk Work completed Assurance gained & issues arising

Employee remuneration Remuneration expenses not 
correct

We have undertaken the following work in relation to 
this risk:

� documented our understanding of processes and 
key controls over the operating expenses cycle

� undertaken walkthrough testing of the key controls 
to assess whether those controls are designed 
effectively

� substantive testing of sample of  payments to 
employees

Our audit work has not identified any significant issues in 
relation to the risk identified.
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Accounting policies, estimates & judgements 

Assessment
� Marginal accounting policy which could potentially attract attention from regulators � Accounting policy appropriate but scope for improved disclosure
� Accounting policy appropriate and disclosures sufficient

Accounting area Summary of policy Comments Assessment

Revenue recognition • Revenue from the provision of goods or  
services is recognised when the Council 
transfers the significant risks and rewards of 
ownership to the purchaser and it is 
probable that economic benefits will flow to 
the Authority.

• Government Grants are recognised when 
there is reasonable assurance that the 
Council will comply with any conditions 
attached to the payments

• The Council's policy is appropriate and consistent with the 
relevant accounting framework – the Local Government Code of 
Accounting Practice

• Minimal judgement is involved

• Accounting policy is properly disclosed

�

GREEN

Judgements and estimates Key estimates and judgements include:

• useful life of capital equipment

• pension fund valuations and settlements

• revaluations

• impairments

• provisions/accruals

• The Council's policy is appropriate and consistent with the relevant 
accounting framework – the Local Government Code of 
Accounting Practice

• Reliance on experts is taken where appropriate

• Accounting Policy is properly disclosed

�

GREEN

Other accounting policies • The Council has adopted accounting 
policies in accordance with the Local 
Government Code of Accounting Practice

� Our review of accounting policies has not highlighted any issues 
which we wish to bring to your attention �

GREEN

Audit findings

In this section we report on our consideration of accounting policies, in particular revenue recognition policies,  and key estimates and judgements made and included with the Council's 

financial statements.  
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Adjusted misstatements

Audit findings

Detail Impact on primary financial statements

CASH FLOW STATEMENT

1 The Cash Flow Statement had not been compiled on an appropriate basis. 
Whilst the original Cash Flow statement balanced back to the movement in 
the value of the Cash and Cash Equivalents recorded in the Balance Sheet, 
the split between cash flows attributable to operating activities, investing 
activities and financing activities was incorrect. In particular, there were 
material errors relating to the disclosure of cash flows relating to pensions 
and capital grants. 

Yes – amendments have been made to the 2012-13 
figures and the prior year comparators in the Cash Flow 
Statement to ensure that all cash flows reported have 
been prepared on an appropriate and consistent basis. 

EXPLANATORY FOREWORD

2 We agreed a number of changes with the Borough Treasurer. These changes  
were necessary to improve the clarity of the foreword and to ensure it 
provides a concise and easily-comprehensible summary of the Council's 
financial performance and position.

None – amendments made  improve the linkages with 
the primary financial statements and supporting 
disclosure notes and provide a clearer narrative setting 
out the key factors impacting on the Council's financial 
performance during the financial year

A number of adjustments to the draft financial statements have been identified during the audit process. We are required to report all non-trivial misstatements to those charged with 

governance, whether or not the financial statements have been adjusted by management. The table below summarises the adjustments arising from the audit which have been processed 

by management. Additionally, some presentational amendments were also agreed with management to improve the financial clarity of the financial statements

Impact of adjusted misstatements. 
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Adjusted misstatements (continued)

Audit findings

Detail Impact on primary financial statements

LEASES DISCLOSURE NOTE

3 The leasing disclosure Note 37 presented to audit omitted income receivable 
from Waterside House, leased to BAE Systems for a term of 25 years during 
2012/13.

Information relating to the lease was collated for financial reporting purposes, 
but  it was overlooked when compiling the disclosure note for inclusion in 
the accounts. 

None – 2012/13 leasing income had been properly 
accounted for in the Comprehensive Income and 
Expenditure Account. 

The leasing Note 37 now reflects income receivable in 
2012/13 and over the lease duration.

SEGMENTAL REPORTING

4 The segmental reporting note sets out the income and expenditure 
attributable to each Directorate and reconciles the amounts recorded to 
information recorded in the Comprehensive Income and Expenditure 
account. Our testing found that the Council had not recorded on a gross 
basis income and expenditure relating to the Forum arts centre. The 
amendment made increases gross Directorate income by £372,000 and gross 
Directorate expenditure by £372,000.

None – income and expenditure relating to the forum has 
been recorded on a gross basis in the Comprehensive 
Income and Expenditure Account.
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Unadjusted misstatements

Audit findings

Detail Comprehensive 

Income and 

Expenditure Account

£

Balance Sheet

£

Reason for not adjusting

MUTUAL MUNICIPAL INSURANCE (MMI) 

PROVISION

1 The Council is a member of the MMI insurance scheme of 
arrangement. The arrangement was set-up to achieve a 
solvent run-off for the scheme. The scheme requires the 
Council to make contributions based on amounts advised 
by the Scheme Administrator. A provision was established 
in 2012-13 to recognise the Council's legal obligation to 
make these payments. 

The Council has set aside £1.018M to meet potential 
liabilities, a provision of £806,000 and £212,000 which is 
provided for as a creditor. Having revisited correspondence 
with the Scheme Administrator, the Borough Treasurer has 
agreed with our assessment that, based on current 
information, the Council's worst case financial exposure is 
£414,000. Accordingly, provisions are overstated by 
£604,000.

£604,000 £604,000 Adjustment would have  a knock-
on impact throughout the financial 
statements without materially 
affecting the Council's reported 
financial position.

The Borough Treasurer intends to 
adjust for this item in 2013/14,  
taking account of  the latest 
information. This issue is referred 
to in the Letter of Representation 
to be signed by members of the 
Audit Committee.

Overall impact £604,000 £604,000

The table below provides details of adjustments identified during the audit but which have not been made within the final set of financial statements.  The Audit Committee is required 

to approve management's proposed treatment of all items recorded within the table below:
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Internal controls

The purpose of an audit is to express an opinion on the financial statements.

Our audit included consideration of internal controls relevant to the preparation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of internal control. There were no issues arising from our review and testing 
that  we have not already reported on, accordingly  there are no issues that we need to bring to your attention.

Audit findings
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Other communication requirements

Issue Commentary

1. Matters in relation to fraud � We have previously discussed the risk of fraud with the Audit Committee and  have not been made aware of any incidents in the
period and no other issues have been identified during the course of our audit procedures. The Audit Commission's national Fraud 
Initiative (NFI) is available to all public authorities and the Council's staff are reviewing the extensive database and following up any 
matches to establish whether there is any fraud.

2. Matters in relation to laws and 
regulations

� We are not aware of any significant incidences of non-compliance with relevant laws and regulations.

3. Written representations � A standard letter of representation has been requested from the Council.

4. Disclosures � Our review found no material omissions in the financial statements

5. Matters in relation to related 
parties

� We are not aware of any related party transactions which have not been disclosed

6. Going concern � Our work has not identified any reason to challenge the Council's decision to prepare the financial statements on a going concern 
basis.

Audit findings

We set out below details of other matters which we are required by auditing standards to communicate to those charged with governance.
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Value for Money 

Value for Money

Value for Money conclusion

The Code of Audit Practice 2010 (the Code) describes the Council's 
responsibilities to put in place proper arrangements to:
• secure economy, efficiency and effectiveness in its use of resources
• ensure proper stewardship and governance
• review regularly the adequacy and effectiveness of these arrangements.

We are required to give our VFM conclusion based on the following two criteria 
specified by the Audit Commission which support our reporting responsibilities 
under the Code. 

• The Council has proper arrangements in place for securing financial 

resilience. The Council has robust systems and processes to manage effectively 
financial risks and opportunities, and to secure a stable financial position that 
enables it to continue to operate for the foreseeable future.

• The Council has proper arrangements for challenging how it secures 

economy, efficiency and effectiveness. The Council is prioritising its 
resources within tighter budgets, for example by achieving cost reductions and 
by improving efficiency and productivity.

Key findings

Securing financial resilience

We have undertaken a review which considered the Council's arrangements against 
the following three expected characteristics of proper arrangements as defined by 
the Audit Commission:

• Financial governance;
• Financial planning; and 
• Financial control
Overall our work concluded that whilst the Council faces financial challenges, 

particularly from 2015/16 onwards, its current arrangements for securing 
financial resilience are good.

Challenging economy, efficiency and effectiveness

We have reviewed whether the Council has prioritised its resources to take 
account of the tighter constraints within which it is required to operate. 
Following concerns raised by Councillors over the cost of Housing and Council 
Tax Benefits and revenues services, officers are reviewing the contract 
arrangements for the services provided by Liberata.

Due to concerns raised by the previous auditor regarding tendering and 
contracting arrangements, we undertook a short follow-up review and found 
them to be sufficient.

Our overall conclusion is that the Council is responding well to the challenges
of the Local Government Finance Settlement, delivering savings and targeting
its resources effectively.

Overall VFM conclusion

On the basis of our work, and having regard to the guidance on the specified 
criteria published by the Audit Commission, we are satisfied that in all 
significant respects the Council put in place proper arrangements to secure 
economy, efficiency and effectiveness in its use of resources for the year ending 
31 March 2013.
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Fees

Per Audit plan
£

Actual fees 
£

Council audit 67,259 67,259

Grant certification* 22,300 22,300

Total audit fees 89,599 89,599

Fees, non audit services and independence

We confirm below our final fees charged for the audit and provision of non-audit services 

Independence and ethics

We confirm that there are no significant facts or matters that impact on our independence as auditors 
that we are required or wish to draw to your attention. We have complied with the Auditing Practices 
Board's Ethical Standards and therefore we confirm that we are independent and are able to express an 
objective opinion on the financial statements.

We confirm that we have implemented policies and procedures to meet the requirements of the 
Auditing Practices Board's Ethical Standards.

Fees for other services

Service Fees £

Provision of benchmarking information and analysis relating to the Housing and 
Council Tax Benefit

10,000 (to date)

Fees, non audit services and independence

* Certification work is on-going. The final fee will be

reported to the Audit Committee later in the year in our

annual certification report.
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Communication of  audit matters to those charged with governance

Our communication plan
Audit 
Plan

Audit 
Findings

Respective responsibilities of auditor and management/those 
charged with governance

�

Overview of the planned scope and timing of the audit. Form, timing 
and expected general content of communications

�

Views about the qualitative aspects  of the entity's accounting and 
financial reporting practices, significant matters and issues arising 
during the audit and written representations that have been sought

�

Confirmation of independence and objectivity � �

A statement that we have complied with relevant ethical 
requirements regarding independence,  relationships and other 
matters which might  be thought to bear on independence. 

Details of non-audit work performed by Grant Thornton UK LLP and 
network firms, together with  fees charged 

Details of safeguards applied to threats to independence

� �

Material weaknesses in internal control identified during the audit �

Identification or suspicion of fraud involving management and/or 
others which results in material misstatement of the financial 
statements

�

Compliance with laws and regulations �

Expected auditor's report �

Uncorrected misstatements �

Significant matters arising in connection with related parties �

Significant matters in relation to going concern �

International Standard on Auditing (ISA) 260, as well as other ISAs, prescribe matters 
which we are required to communicate with those charged with governance, and which 
we set out in the table opposite.  

The Audit Plan outlined our audit strategy and plan to deliver the audit, while this Audit 
Findings report presents the key issues and other matters arising from the audit, together 
with an explanation as to how these have been resolved.

Respective responsibilities

The Audit Findings Report has been prepared in the context of the Statement of 
Responsibilities of Auditors and Audited Bodies issued by the Audit Commission 
(www.audit-commission.gov.uk). 

We have been appointed as the Council's independent external auditors by the Audit 
Commission, the body responsible for appointing external auditors to local public bodies 
in England. As external auditors, we have a broad remit covering finance and 
governance matters. 

Our annual work programme is set in accordance with the Code of Audit Practice ('the 
Code') issued by the Audit Commission and includes nationally prescribed and locally 
determined work. Our work considers the Council's key risks when reaching our 
conclusions under the Code. 

It is the responsibility of the Council to ensure that proper arrangements are in place for 
the conduct of its business, and that public money is safeguarded and properly 
accounted for.  We have considered how the Council is fulfilling these responsibilities.

Communication of audit matters
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Appendices

Appendices
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Appendix A: Action plan

Priority
High - Significant effect on control system
Medium - Effect on control system
Low - Best practice

Rec
No. Recommendation Priority Management response

Implementation date & 
responsibility

1 Review the approach to preparing the 
Cash Flow Statement to ensure that all 
amounts reported are derived from the 
correct source.

Medium Neighbouring authorities use the CIPFA Cash Flow 
Toolkit and having spoken to colleagues and discussed 
our own preparation methods with my Chief 
Accountants, we are in the process of arranging a site 
visit with a view to acquiring the software and training.  
The 2012-2013 Cash Flow Statement will be recreated 
in the toolkit during the first quarter of 2014.

31 March 2014, Borough 
Treasurer

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

Medium Constructive discussions with the auditors around the 
presentation of the foreword during the 2012-2013 audit 
has helped to establish a clear basis for the layout for 
future years.  I will ensure that the explanatory foreword 
is concise and highlights the key issues for readers of 
the accounts.

31 March 2014, Borough 
Treasurer
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Appendix B: Audit opinion

We expect to provide the Council with an unqualified audit report

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BARROW IN FURNESS 

BOROUGH COUNCIL

Opinion on the Authority's financial statements

We have audited the financial statements of Barrow in Furness Borough  Council for the year ended 31 
March 2013 under the Audit Commission Act 1998. The financial statements comprise the Movement in 
Reserves Statement, the Comprehensive Income and Expenditure Statement, the Balance Sheet, the Cash 
Flow Statement, the Housing Revenue Account Income and Expenditure Statement , the Movement on the 
Housing Revenue Account Statement and Collection Fund and the related notes. The financial reporting 
framework that has been applied in their preparation is applicable law and the CIPFA/LASAAC Code of 
Practice on Local Authority Accounting in the United Kingdom 2012/13.

This report is made solely to the members of Barrow in Furness Borough Council in accordance with Part II 
of the Audit Commission Act 1998 and for no other purpose, as set out in paragraph 48 of the Statement of 
Responsibilities of Auditors and Audited Bodies published by the Audit Commission in March 2010. To the 
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Authority 
and the Authority's Members as a body, for our audit work, for this report, or for the opinions we have 
formed.

Respective responsibilities of the Borough Treasurer and Auditor

As explained more fully in the Statement of the Borough Treasurer's Responsibilities, the Borough Treasurer 
is responsible for the preparation of the Statement of Accounts, which includes the financial statements, in 
accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority 
Accounting in the United Kingdom, and for being satisfied that they give a true and fair view. Our 
responsibility is to audit and express an opinion on the financial statements in accordance with applicable 
law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with 
the Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient 
to give reasonable assurance that the financial statements are free from material misstatement, whether 
caused by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to 
the Authority’s circumstances and have been consistently applied and adequately disclosed; the 
reasonableness of significant accounting estimates made by the Borough Treasurer; and the overall 
presentation of the financial statements. In addition, we read all the financial and non-financial information 
in the foreword by the Borough Treasurer to identify material inconsistencies with the audited financial 
statements. If we become aware of any apparent material misstatements or inconsistencies we consider the 

implications for our report.

Opinion on financial statements

In our opinion the financial statements:
• give a true and fair view of the financial position of Barrow in Furness Borough Council as at 31 March 

2013 and of its expenditure and income for the year then ended; and 
• have been properly prepared  in accordance with the CIPFA/LASAAC Code of Practice on Local 

Authority Accounting in the United Kingdom 2012/13.

Opinion on other matters

In our opinion, the information given in the foreword by the Borough Treasurer for the financial year for 
which the financial statements are prepared is consistent with the financial statements.

Matters on which we report by exception

We report to you if:
• in our opinion the annual governance statement does not reflect compliance with ‘Delivering Good 

Governance in Local Government: a Framework’ published by CIPFA/SOLACE in June 2007;
• we issue a report in the public interest under section 8 of the Audit Commission Act 1998;
• we designate under section 11 of the Audit Commission Act 1998 any recommendation as one that 

requires the Authority to consider it at a public meeting and to decide what action to take in response; or
• we exercise any other special powers of the auditor under the Audit Commission Act 1998.

We have nothing to report in these respects.

Appendices



©  2013  Grant Thornton UK LLP   |   Audit Findings Report    |   September 2013 28

Conclusion on the Authority’s arrangements for securing economy, efficiency and effectiveness in 

the use of resources

Respective responsibilities of the Authority and the Auditor

The Authority is responsible for putting in place proper arrangements to secure economy, efficiency and 
effectiveness in its use of resources, to ensure proper stewardship and governance, and to review regularly 
the adequacy and effectiveness of these arrangements.

We are required under Section 5 of the Audit Commission Act 1998 to satisfy ourselves that the Authority 
has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources. The 
Code of Audit Practice issued by the Audit Commission requires us to report to you our conclusion relating 
to proper arrangements, having regard to relevant criteria specified by the Audit Commission.

We report if significant matters have come to our attention which prevent us from concluding that the 
Authority has put in place proper arrangements for securing economy, efficiency and effectiveness in its use 
of resources. We are not required to consider, nor have we considered, whether all aspects of the Authority’s 
arrangements for securing economy, efficiency and effectiveness in its use of resources are operating 
effectively.

Scope of the review of arrangements for securing economy, efficiency and effectiveness in the use of 

resources

We have undertaken our audit in accordance with the Code of Audit Practice, having regard to the guidance 
on the specified criteria, published by the Audit Commission in November 2012, as to whether the Authority 
has proper arrangements for:
• securing financial resilience; and
• challenging how it secures economy, efficiency and effectiveness.

The Audit Commission has determined these two criteria as those necessary for us to consider under the 
Code of Audit Practice in satisfying ourselves whether the Authority put in place proper arrangements for 
securing economy, efficiency and effectiveness in its use of resources for the year ended 31 March 2013.

We planned our work in accordance with the Code of Audit Practice. Based on our risk assessment, we 
undertook such work as we considered necessary to form a view on whether, in all significant respects, the 
Authority had put in place proper arrangements to secure economy, efficiency and effectiveness in its use of 
resources.

Conclusion

On the basis of our work, having regard to the guidance on the specified criteria published by the Audit 
Commission in November 2012, we are satisfied that, in all significant respects, Barrow in Furness Borough 
Council put in place proper arrangements to secure economy, efficiency and effectiveness in its use of 
resources for the year ended 31 March 2013.

Certificate

We certify that we have completed the audit of the financial statements of Barrow in Furness Borough 
Council in accordance with the requirements of the Audit Commission Act 1998 and the Code of Audit 
Practice issued by the Audit Commission.

Gina Martlew
Associate Director
for and on behalf of Grant Thornton UK LLP, Appointed Auditor
95, Bothwell Street, Glasgow, G2 7JZ
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Dear Gina 
 
Barrow in Furness Borough Council  
Financial Statements for the year ended 31 March 2013 
 
This representation letter is provided in connection with the audit of the financial statements 
of Barrow in Furness Borough Council for the year ended 31 March 2013 for the purpose 
of expressing an opinion as to whether the financial statements give a true and fair view in 
accordance with International Financial Reporting. 
 
We confirm that to the best of our knowledge and belief having made such inquiries as we 
considered necessary for the purpose of appropriately informing ourselves: 
 
Financial Statements 
 

i.   We have complied with the requirements of all statutory directions and these matters  

   have been appropriately reflected and disclosed in the financial statements. 

 

ii.   Significant assumptions used by us in making accounting estimates, including those  

   measured at fair value, are reasonable. 

 

iii. We are satisfied that the material judgements used by us in the preparation of the  
   financial statements are soundly based, in accordance with the Code, and adequately  
   disclosed in the financial statements. There are no further material judgements that  
   need to be disclosed. 



iv. We confirm that we are satisfied that the actuarial assumptions underlying the valuation of  

 pension scheme liabilities for IAS19 disclosures are consistent with our knowledge.  We  

 confirm that all settlements and curtailments have been identified and properly accounted  

 for.  We also confirm that all significant retirement benefits have been identified and  

 properly accounted for (including any arrangements that are statutory, contractual or implicit  

 in the employer’s actions, that arise in the UK or overseas, that are funded or unfunded). 

 

v. Related party relationships and transactions have been appropriately accounted for and  

 disclosed in accordance with the requirements of International Financial Reporting  

 Standards and the code. 

 

vi. All events subsequent to the date of the financial statements and for which International  

 Financial Reporting Standards and the code requires adjustment or disclosure have been  

 adjusted or disclosed.   

 

vii. We have adjusted four misstatements brought to our attention in the Audit Findings report.   

 We have not adjusted one misstatement in relation to the Municipal Mutual Insurance  

 provision as this would have a knock-on impact throughout the financial statements without  

 materially affecting the Council’s reported financial position.  The Borough Treasurer  

 intends to adjust for this item in 2013/14, taking into account the latest information.  The 

 financial statements are free of material misstatements, including omissions. 

 

viii. We have no plans or intentions that may materially alter the carrying value or classification  

 of assets and liabilities reflected in the financial statements. 

 

Information Provided 

 

ix. We have communicated to you all deficiencies in internal control of which management is  

 aware. 

 

x. All transactions have been recorded in the accounting records and are reflected in the 

 financial statements. 

 

xi. We have disclosed to you the entity of the Council's related parties and all the related party  

 relationships and transactions of which we are aware. 

 

Annual Governance Statement 

 

xii. We are satisfied that the Annual Governance Statement (AGS) fairly reflects the Council's risk  

 assurance and governance framework and we confirm that we are not aware of any significant 

risks that are not disclosed within the AGS 

 

 

 



Approval 

 

The approval of this letter of representation was minuted by the Council's Audit Committee at its 

meeting on 26 September 2013. 

 

Signed on behalf of the Council 
 
 
 
Signed:     Signed: 
Miss S M Roberts    Councillor Mrs A Burns 
Borough Treasurer    Audit Committee Chairman 
26 September 2013    26 September 2013 
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               Part One 

AUDIT COMMITTEE (D) 
Agenda 

Item 
9 

Date of Meeting:      26th September, 2013 

Reporting Officer:   Borough Treasurer 

 

Title: Annual Review of Audit Committee Effectiveness 
 
Summary and Conclusions:  
 
It was agreed at the previous Audit Committee in June, that the Chair and Vice-Chair 
be delegated to undertake a review of the effectiveness of the Audit Committee with 
the Borough Treasurer.  The review has been completed. 
 
Recommendations:  
 
Members are recommended to approve the review. 
 

 
Report 
 
It was agreed at the Audit Committee on 27th June, that the Chair and Vice-Chair be 
delegated to undertake a review of the effectiveness of the Audit Committee with the 
Borough Treasurer. 
 
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 checklist is attached at Appendix 6. 
 
The review demonstrated that the purpose and independence of the Audit 
Committee has been established.  Members are aware of the remit and 
responsibilities that the Committee is charged with.  The main area of discussion 
was the need for on-going training, to continue to build on the knowledge and 
experience of the Committee Members.  It is expected that Audit Committee external 
training will be run again in 2014 and some areas, such as Welfare Reform will be 
addressed through the training led by Members’ Personal Development Plans. 
 
Background Papers 
 
Nil 



Audit Committee 
Self-assessment checklist 
 

Priority Issue Yes No N/A Comments/Action 

ESTABLISHMENT, OPERATION AND DUTIES 

Role and remit 

1 
Does the Audit Committee 
have written terms of 
reference 

Y   
Constitution of the 
Council. 

1 

Do the terms of reference 
cover the core functions of an 
audit committee as identified in 
the CIPFA guidance? 

Y   
Constitution of the 
Council. 

1 
Are the terms of reference 
approved by the Council and 
reviewed periodically. 

Y   
Audit Committee 
27.06.2013 

1 

Has the audit committee been 
provided with sufficient 
membership, authority and 
resources to perform its role 
effectively and independently? 

Y    

1 
Can the audit committee 
access other committees and 
full council as necessary?  

Y    

2 
Does the audit committee 
periodically assess its own 
effectiveness? 

Y   Annual self-assessment. 

2 

Does the audit committee 
make a formal annual report 
on its work and performance 
during the year to full council? 

  N/A 
Audit Committee reports 
to every Full Council. 

Membership, induction and training 

1 
Has the membership of the 
audit committee been formally 
agreed and a quorum set? 

Y    

1 
Is the chair independent of the 
executive function? 

Y   
Not on Executive 
Committee or any other 
committee. 

1 

Has the audit committee chair 
either previous knowledge of, 
or received appropriate 
training on, financial and risk 
management. 

Y   

Bannisdale Consulting, 
June 2011. 
LG Futures, February 
2013. 
Grant Thornton, March 
2013. 

1 
Are new audit committee 
members provided with an 
appropriate induction? 

Y   Training is provided. 



Priority Issue Yes No N/A Comments/Action 

1 

Have all Members’ skills and 
experiences been assessed 
and training given for identified 
gaps? 

Y   
Personal Development 
Plans. 

1 
Has each Member declared 
his or her business interest? 

Y   

Register of interests.  
Declarations at meetings 
is a standard agenda 
item. 

2 
Are Members sufficiently 
independent of the other key 
committees of the Council? 

Y   

No Members on Audit 
Committee are on the 
Executive or Scrutiny 
Committees. 

Meetings 

1 
Does the audit committee 
meet regularly? 

Y   Quarterly. 

1 
Do the terms of reference set 
out the frequency of the 
meetings? 

Y   

The original 
establishment of the 
Audit Committee set the 
quarterly meetings – 
Executive Committee 
28.03.2007. 

1 

Does the audit committee 
calendar meet the authority’s 
business needs, governance 
needs, and the financial 
calendar? 

Y   
Statement of Accounts 
go to the late September 
meeting. 

1 

Are Members attending 
meetings on a regular basis 
and if not, is appropriate action 
taken? 

Y    

1 
Are meetings free and open 
without political influences 
being displayed? 

Y    

1 
Does the authority’s S151 
Officer or deputy attend all 
meetings? 

Y    

1 

Does the audit committee 
have the benefit of attendance 
of appropriate officers at its 
meetings? 

Y   
Senior Managers attend 
for particular items. 

INTERNAL CONTROL 

1 

Does the audit committee 
consider the Annual 
Governance Statement (as 
required by the Accounts & 
Audit Regulations) including 
the review of the effectiveness 
of the system of internal audit? 

Y   

Draft presented at the 
June meeting to allow 
time for consideration 
before approval at the 
September meeting. 



Priority Issue Yes No N/A Comments/Action 

1 

Does the audit committee 
have responsibility for review 
and approval of the AGS and 
does it consider it separately 
from the accounts? 

Y    

1 
Does the audit Committee 
consider how meaningful the 
AGS is? 

Y    

1 

Does the audit committee 
satisfy itself that the system of 
internal control has operated 
effectively throughout the 
reporting period? 

Y   
Annual Internal Audit 
report is presented at 
the June meeting. 

1 

Has the audit committee 
considered how it integrates 
with other committees that 
may have responsibility for risk 
management? 

Y   

Relationship between 
Audit Committee and 
Executive Committee 
covered in training and 
risk management policy. 

1 

Has the audit committee (with 
delegated responsibility) or the 
full council adopted “Managing 
the Risk of Fraud – Actions to 
Counter Fraud and 
Corruption?” 

Y   

The Council’s anti-fraud 
and corruption policies 
address the 
requirements of the 
CIPFA guidance. 

1 

Does the audit committee 
ensure that the “Actions to 
Counter Fraud and Corruption” 
are being implemented? 

Y   

Fraud hotline.  
Reminders to staff about 
the whistleblowing 
policy. 

2 

Is the audit committee made 
aware of the role of risk 
management in the 
preparation of the internal 
audit plan? 

Y    

2 
Does the audit committee 
review the authority’s strategic 
risk register at least annually? 

Y   
Presented at every 
meeting. 

2 
Does the audit committee 
monitor how the authority 
assesses its risk? 

Y    

2 

Doe the audit committee’s 
terms of reference include 
oversight of the risk 
management process? 

Y    

FINANCIAL REPORTING AND REGULATORY MATTERS 

1 

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 

1 

Does the audit committee 
consider specifically: 

 The suitability of 
accounting policies and 
treatments 

 Major judgements made 

 Large write-offs 

 Changes in accounting 
treatment 

 The reasonableness of 
accounting estimates  

The narrative aspects of 
reporting? 

Y    

1 

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? 

Y   September meeting. 

1 
Does the audit committee 
review management’s letter of 
representation? 

Y   September meeting. 

2 
Does the audit committee 
annually review the accounting 
policies of the authority? 

Y    

2 

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

Y    

2 

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

Y   

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

INTERNAL AUDIT 

1 

Does the audit committee 
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? 

Y    



Priority Issue Yes No N/A Comments/Action 

1 
Does internal audit have an 
appropriate reporting line to 
the audit committee? 

Y    

1 

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

Y    

1 

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

Y    

1 

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

Y   
If the need arises/by 
request. 

1 
Is there appropriate 
cooperation between the 
internal and external auditors? 

Y    

1 

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

Y   
Through the 
specification of the 
contract. 

1 

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

Y   

A review of the new 
Public Sector Internal 
Audit Standards will be 
undertaken in 2013-
2014. 

2 
Are internal audit performance 
measures monitored by the 
audit committee? 

Y   Annual report. 

2 

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

Y    

EXTERNAL AUDIT 

1 

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

Y    



Priority Issue Yes No N/A Comments/Action 

1 
Does the audit committee hold 
periodic private discussions 
with the external auditor? 

Y   As required. 

1 

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

Y    

1 

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

Y    

1 

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

Y    

1 
Does the audit committee 
assess the performance of 
external audit? 

Y    

1 
Does the audit committee 
consider and approve the 
external audit fee? 

Y    

ADMINISTRATION 

Agenda management 

1 
Does the audit committee 
have a designated secretary 
from Democratic Services? 

Y    

1 

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

Y    

2 
Are outline agendas planned 
one year ahead to cover 
issues on a cyclical basis? 

Y   Annual work plan. 

2 

Are inputs for Any Other 
Business formally requested in 
advance from committee 
member, relevant officers, 
internal and external audit? 

Y    

Papers 

1 

Do reports to the audit 
committee communicate 
relevant information at the 
right frequency, time, and in a 
format that is effective? 

Y    



Priority Issue Yes No N/A Comments/Action 

2 

Does the audit committee 
issue guidelines and/or a pro 
forma concerning the format 
and content of the papers to 
be presented? 

Y   
Format set for all 
Council and Committee 
meetings. 

Actions arising 

1 
Are minutes prepared and 
circulated promptly to the 
appropriate people? 

Y    

1 
Is a report on matters arising 
made and minuted at the audit 
committee’s next meeting? 

Y   
Minutes and resolutions 
of the meeting. 

1 
Do action points indicate who 
is to perform what and by 
when? 

Y   
Minutes and resolutions 
of the meeting. 
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               Part One 

AUDIT COMMITTEE (D) 
Agenda 

Item 
10 

Date of Meeting:      26th September, 2013 

Reporting Officer:   Borough Treasurer 

 

Title: Fraud and Corruption Survey 2012-2013  
 
Summary and Conclusions:  
 
The Council takes part in the national fraud and corruption survey each year run by 
the Audit Commission.  This report contains the survey responses supplied by the 
Borough Treasurer on behalf of the Council for 2012-2013. 
 
Recommendations:  
 
Members are recommended to note the report. 
 

 
Report 
 
The Audit Commission publishes an annual report on fraud and corruption in local 
government called ‘Protecting the Public Purse’ (PPP).  PPP gives details on 
amounts of detected fraud, warns of emerging fraud risks and promotes best 
practice. Much of the information for PPP comes from the fraud and corruption 
survey of local government.  The results of the survey also inform the National Fraud 
Authority’s annual assessment of the total value of fraud in the UK.  Submission of 
the information is required under section 48 of the Audit Commission Act 1998. 
 
The survey that is completed covers all areas where fraud may occur.  For 2012-
2013, the following statistics were returned: 
 

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

 
There was no fraud or corruption to report in relation to any other Council service. 
 
Background Papers 
 
Nil 
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               Part One 

AUDIT COMMITTEE (D) 
Agenda 

Item 
11 

Date of Meeting:      26th September, 2013 

Reporting Officer:   Borough Treasurer 

 

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 five final reports for consideration by Members: 
 

Audit 
Assignment 

Audit Area Assurance 

Annual Audit Housing & Council Tax Benefits (Appendix 7) Substantial 

Annual Audit Income Collection (Appendix 8) Substantial 

Annual Audit Car Park Meter Income (Appendix 9) Substantial 

Contract Audit 
Housing Maintenance – Responsive Repairs 
(Appendix 10) 

Substantial 

Contract Audit 102 Abbey Road Phase 2 (Appendix 11) Substantial 

 
These will be presented to Members by the Head of Internal Audit.  
 
For information the assurance and recommendations assigned to Internal Audit 
reports are set out below.  
 
The assurance levels are:  
 
None – control is weak, causing the system to be vulnerable to error and abuse.  
 
Restricted – significant weaknesses have been identified in the system of control, 
which put the system objectives at risk.  
 
Substantial – while there is a reasonable system of control, there are weaknesses, 
which may put the system objectives at risk. 
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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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               Part One 

AUDIT COMMITTEE (D) 
Agenda 

Item 
12 

Date of Meeting:      26th September, 2013 

Reporting Officer:   Borough Treasurer 

 

Title: Internal Audit Progress Report 
 
Summary and Conclusions:  
 
The Internal Audit Progress Report for the period 1st April, 2013 to 11th September, 
2013 has been produced by the Head of Internal Audit.  The Head of Internal Audit 
will present the report to Members. 
 
Recommendations:  
 
Members are recommended to receive the Internal Audit Progress Report and raise 
any questions. 
 

 
Report 
 
The Internal Audit Progress Report for the period 1st April, 2013 to 11th September, 
2013 is attached at Appendix 12 and will be presented to Members by the Head of 
Internal Audit.  
 
Background Papers 
 
Nil 
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           Part One 

AUDIT COMMITTEE (D) 
Agenda 

Item 
13 

Date of Meeting:      26th September, 2013 

Reporting Officer:   Policy Review Officer 

 

Title:  Local Government Ombudsman Annual Letter 2012/2013 
 
Summary and Conclusions:  
 
To consider the Ombudsman’s Annual Letter for 2012/2013. 
 
Recommendation: 
 
To note the report 
 

 
Report 
 
The Ombudsman issues an annual letter to Councils reviewing complaints against 
the Authority.  A copy of the letter and annual statistics is attached at Appendix 13. 
 
During 2012/13, a total of eight complaints were received which is below the average 
for Borough Councils.  This year the Ombudsman has not provided the detailed 
breakdown of complaints that it has provided in previous years.  As from the 
beginning of the current year the Ombudsman will be publishing all decisions on their 
website. 
 
Background Papers 
 
Nil. 
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               Part One 

AUDIT COMMITTEE (D) 
Agenda 

Item 
14 

Date of Meeting:      26th September, 2013 

Reporting Officer:   Policy Review Officer 

 

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 
 

The Risk Register for 2013/14 is attached at Appendix 14.  It continues to focus on 
those business critical risks which are under the control of the Council.  
 
The Risk Register was reviewed by management Board at their meeting in June 
2013 and the following changes were agreed.   
 
Operational risks 
 
Management has agreed a number of operational risks and these are presented in 
Appendix 15.  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 

Item 
15 

Date of Meeting:      26th September, 2013 

Reporting Officer:   Policy Review Officer 

 

Title:  Monitoring Priority 1 Recommendations 
 
Summary and Conclusions:  
 
Monitoring the implementation of all agreed Internal Audit, Priority 1 
Recommendations.  
 
Recommendations:  
 
Members are invited to consider the report and determine whether further action 
is required. 

 

Report 
 
Internal Audit undertakes reviews of Council’s systems as defined in the Annual 
Audit Plan.  The audit conclusion may include Priority 1 Recommendations which 
relate to major issues that need to be brought to the attention of Senior 
Management.  Senior Managers consider the recommendations and determine 
whether to accept or reject them. If the recommendation is accepted the Manager 
is agreeing to implement the recommendation. 
 
To ensure all agreed Internal Audit Priority 1 Recommendations are implemented 
in a timely manner they are now tracked by Management Board.  
 
At the last meeting of this Committee there were two outstanding Priority 1 risks: 
 
The Priority 1 risk related to the catering contract has now been implemented. 
 
The Priority 1 risk related to the Business Continuity Plan is still outstanding.  A 
draft Business Continuity Plan was submitted to Management Board in June.  We 
are currently working on the infrastructure to support the Information and 
Communication Technology Disaster Recovery Plan and are trying to source a 
location for replica computer servers and telephone systems. 
 
Background Papers 
 
Nil 
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Barrow Borough Council Priority 1 Recommendations 2011/13 
Audit Report Recommendation Responsible 

Officer 
Current position 

RISK MANAGEMENT - 
BUSINESS 
CONTINUITY (11-08) 
 
 

In order to strengthen its Business 
Continuity Management (BCM) 
arrangements, the Council should : 

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

 

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

 

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

d) promote, where possible, an 
awareness of BCM amongst all staff 
with the aim of embedding its 
principles into their day to day 
activities. 

Executive Director Partially implemented 

 

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

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

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

No progress to date 

 

RISK MANAGEMENT -  
BUSINESS 
CONTINUITY (11-08) 
 

The Council should produce a formally 
approved and up to date Business 
Continuity Plan, considering the following 

Executive Director Not Implemented 

 

The policy Review officer will 
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Audit Report Recommendation Responsible 
Officer 

Current position 

potential areas for inclusion: 

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

 approving a formal BCM 
policy/strategy; 

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

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

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

 formulating individual 

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 

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

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

 regularly testing and reviewing 
these arrangements. 
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