BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE









Meeting: 27th June, 2008








at 10.00 a.m.
PRESENT:- Councillors Heath (Chairman), Jefferson, M. A. Roberts and Unwin.
1 – The Local Government Act, 1972 as amended by the Local Government       (Access to Information) Act, 1985 and Access to Information (Variation)       Order, 2006 – Urgent Item

RESOLVED:- That by reason of the special circumstances outlined below the Chairman is of the opinion that the following item of business not specified on the agenda should be considered at the meeting as a matter of urgency in accordance with Section 100B(4)(b) of the Local Government Act, 1972.



Item






Reason
Internal Audit Plan 2008-2009 

The plan needs approval as

(Minute No. 6)

early as possible in the new

financial year

2 – Apologies for Absence
An apology for absence was received from Councillor Begley.
3 – Minutes
The Minutes of the meeting held on 21st April, 2008 were agreed as a correct record.

4 – Audit Commission – Audit and Inspection Plan 2008-2009
The Borough Treasurer presented a report produced by the Audit Commission relating to the proposed work to be undertaken by the Commission in the current financial year.  The Plan was based on the Audit Commission’s risk based approach to audit planning and the requirements of moving towards Comprehensive Area Assessment (CAA).  It reflected:-

· Audit and Inspection work specified by the Audit Commission for 2008/09;

· Current national risks relevant to local circumstances; and

· Local risks and improvement priorities.

The Audit planning process for 2008/09, including the risk assessment would continue as the year progressed, and the information and fees in the Plan would be kept under review and updated as necessary.

RESOLVED:- To approve the Annual Plan for 2008-2009.

5 – Internal Audit Annual Report 2007-2008

The Head of Internal Audit presented an Internal Audit Annual Report for 2007-2008.

The report presented an opinion on the overall adequacy and effectiveness of the internal control environment.  The report also outlined how the Internal Audit function had supported the Council in meeting the requirements of the Accounts and Audit (Amendment) (England) Regulations 2006, and the 2007 CIPFA/SOLACE Framework and Guidance Notes; with regard to internal control.

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

A detailed analysis of the current situation regarding the 2007/08 Plan was considered by the Committee.

RESOLVED:- To note the Annual Report for 2007/2008.

6 – Internal Audit Plan 2008-2009

The Head of Internal Audit presented a report detailing the Internal Audit Plan for 2008-2009.  The coverage of the Internal Audit work varied from year to year depending on the risk factors and needed identifying during the planning process.
The programme had been prepared after consultation with Service Managers and was attached to the report for information.

RESOLVED:- To approve the Internal Audit Plan for 2008-2009.

7 – Annual Governance Statement 2007-2008

The Borough Treasurer presented a report detailing the Annual Governance Statement 2007-2008.

The Annual Governance Statement was a new requirement which replaced the previous Statement on Internal Control.
The Annual Governance Statement was the mechanism used to demonstrate that, during the financial year ended 31st March, 2008, the Council had an adequate governance regime in place and all business was conducted in compliance with the existing arrangements.  Instances of non-compliance or weakness identified required an action plan to eliminate re-occurrence.
The Annual Governance Statement including a proposed action plan to be implemented in 2008-2009 was attached to the report.
RESOLVED:- (i) To approve the Authority’s Annual Governance Statement for 2007-2008 and Action Plan to be implemented in 2008-2009; and

(ii) To authorise the Chairman of this Committee to sign the Statement on behalf of the Council.

8 – Final Accounts for the Year Ended 31st March, 2008

The Borough Treasurer presented a report detailing the Council’s Statement of Accounts for the year ended 31st March, 2008.

There had been a major change in the way Local Authority accounts were presented.  The change was to comply with Generally Accepted Accounting Principles (GAAP) in the United Kingdom.  This meant that public sector accounts were moving towards alignment with company accounts.  The professional accounting body for the public sector the Chartered Institute of Public Finance and Accountancy (CIPFA) issued Statement of Recommended Practice (SORP) and guidance to authorities on the best way of producing the accounts.

In preparing the accounts for 2007-2008, officers had complied with recommended practice and all the relevant legislations. 

The results for the financial year ended 31st March 2008 were:-
The General Fund
The 2007-2008 original General Fund (GF) net revenue budget was set at £12,729,110.  The net GF expenditure for the year was £12,305,622.  The surplus for the year was £423,488.

The GF balance as at the 31st March, 2008 was £2,025,185.  This was a prudent level of balance to maintain and represented around 15% of the net revenue budget.  It should be noted that the GF balance had increased by 2.89% which was in line with the increase in the net revenue budget of 2.85%.

The actual expenditure was compared to the original budget and the difference was incorporated into the GF balance.

The main variations from the original budget had been reported to the Executive Committee on a quarterly basis throughout 2007-2008.  The full year, including the final quarter were detailed in the report.
Benefit Subsidy Claims – prudence factor

The benefit subsidy annual claims involved very large amounts.  The total annual subsidy claimed from the Department of Works and Pensions (DWP) was usually over £20 million.  As these claims were for large amounts and involved complicated eligibility criteria, a prudent approach was required when including the amounts in the final accounts of the Council.  From the financial year 2004-2005 a prudence factor of 2% was used to anticipate a potential claw back of subsidy. This provided a set aside held in the balance sheet to meet any disallowable subsidy claimed. 

During 2007-2008 confirmation was received from the DWP that the outstanding claims relating to the financial years 2004-2005, 2005-2006 and 2006-2007 had now been settled.  Only the 2007-2008 subsidy claim would require this adjustment.

The Borough Treasurer was therefore able to release the amount of £483,551 withheld relating to this item, back to the revenue account as it was not required for that purpose anymore.  He also decided to reduce the claim prudence factor from 2% to 1%.

The Housing Revenue Account
The Housing Revenue Account (HRA) original budget for 2007-2008 was set at a surplus of £17,140.  The outcome for the year was a deficit of £1,851,136.

The HRA balance as at the 31st March, 2008 was £725,423.

The main reasons were detailed in the report.
The Collection Fund
The Collection Fund (CF) resulted in a deficit of £128,348 for the year with an overall CF balance of £162,094.  This deficit would be shared in 2009-2010 amongst the Borough Council, Cumbria County Council and the Police Authority in proportion to their precepts for 2008-2009.

Reserves
The available reserves as at the 31st March, 2008 were:-
· The Opportunity Reserve at £1,274,022;
· The general reserve stood at £461,623; 

· Other earmarked reserves amounted to £237,694; 

· The Usable Capital Receipts at the year end were £1,728,568; and
· The Major Repairs Reserve for the HRA was fully used in the year.

Detailed information and analysis of the accounts could be obtained from the full Statement of Accounts which was attached to the report.
RECOMMENDED:- (i) To review and scrutinise  the Annual Statement of Accounts;
(ii) To formally approve the Statement of Accounts for 2007-2008 and agree its submission to the Audit Commission; and

(iii) To authorise the Chairman of this Committee to sign the Accounts on behalf of the Council
The meeting closed at 10.45 a.m.
