BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE








Meeting 27th September, 2012








at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Murray, Sweeney and Thurlow.
Also present were Keith Jackson from Internal Audit and Gareth Kelly, Gina Martlew and Tracy Seton from the Audit Commission.

16 – Minutes

The Minutes of the meeting held on 28th June and the special meeting held on 25th July, 2012 were taken as read and confirmed.
17 – Apologies for Absence/Attendance of Substitute Members
Apologies for absence were received from Councillors Pointer (Vice-Chairman) and Wilson.

Councillor Sweeney had replaced Councillor Pointer for this meeting only.
18 – Local Government Ombudsman Annual Letter 2011/2012

The Deputy Executive Director reported that the Ombudsman issued an annual letter to Councils reviewing complaints against the Authority.

During 2011/2012, a total of eighteen enquiries and complaints were made against the Council, fifteen of which were complaints which the Ombudsman’s office considered and another three were referred to the Council as premature complaints.

In any one year, there can be a difference in the number of complaints received by the Ombudsman and the number of decisions made.  This was because some decisions will have been made on complaints received in the previous year and not all of the complaints received by the Ombudsman in 2011/12 would have been decided by 31st March, 2012.

The Ombudsman made decisions on twelve complaints in 2011/12.  Five complaints had not been investigated (one as there was no power to investigate; one as there was no reason to use exceptional power to investigate and three fell into the investigation not justified and other category).  Seven complaints had been investigated (four had not found enough evidence of fault and for the other three injustice had been remedied during enquiries).

During 2011/12 the Council had dealt with three first enquiries on complaints from the Ombudsman within an average time of 17.3 days.  The Ombudsman was pleased to report in her letter that she had no concerns about the Council’s response times.

RESOLVED:- That the Ombudsman’s Annual Letter 2011/2012 be noted.
19 – Annual Governance Statement 2011/12
The Policy Review Officer provided Members with an updated Annual Governance Statement for 2011/12.  He also tabled a further updated copy of the Statement which had been amended following the distribution of the agenda.
The Statement explained that the Council was responsible for delivering a wide range of statutory and discretionary services to the public in the area of the Borough.  The Council was responsible for ensuring that its business was conducted in accordance with law and proper standards, and that public money was safeguarded and properly accounted for, and used economically, efficiently and effectively.  The Council also had a duty under the Local Government Act 1999 to make arrangements to secure continuous improvement in the way in which its functions were exercised, having regard to a combination of economy, efficiency and effectiveness.
In discharging this overall responsibility, the Council was responsible for putting in place proper arrangements for the governance of its affairs, facilitating the effective exercise of its functions, which included arrangements for the management of risk.

The Council had approved a Local Code of Corporate Governance, which was consistent with the principles of the CIPFA/SOLACE Framework - Delivering Good Governance in Local Government.  The core principles identified in the framework underpinned the Council’s approach to governance.  The principles were:-

1. Focusing on the purpose of the Council and on outcomes for the community and creating and implementing a vision for the local area; 

2. Members and Officers working together to achieve a common purpose with clearly defined functions and roles; 

3. Promoting Council values and demonstrating the values of good governance through upholding high standards of conduct and behaviour; 

4. Taking informed and transparent decisions which are subject to effective scrutiny and managing risk; 

5. Developing the capacity and capability of Members and Officers to be effective; and
6. Engaging with local people and other stakeholders to ensure robust public accountability. 
The Annual Governance Statement was presented to this Committee in June and following discussions with the District Auditor some additions had been made and these were highlighted to Members.

RESOLVED:- (i) To agree to submit the report and supporting evidence to the District Auditors for their consideration; and
(ii) To agree that the Annual Governance Statement be published on the Council’s website.

20 – Statement of Accounts 2011/12
The Borough Treasurer reported that the Accounts and Audit Regulations 2011 required the approval and publication of the Statement of Accounts, by 30th September, 2012.  The report summarised the Council’s accounts for the year ended 31st March, 2012 and a copy of the Statement of Accounts for 2011/12 was appended to her report.

The Statement of Accounts summarised the authority’s transactions for the 2011/12 financial year and its position at the year-end of 31st March, 2012.  The authority was required to prepare an annual Statement of Accounts by the Accounts and Audit Regulations 2011.  The Regulations required the Accounts to be prepared in accordance with proper accounting practices.  These practices primarily comprised the Code of Practice on Local Authority Accounting in the United Kingdom 2011/12 and the Service Reporting Code of Practice 2011/12, supported by International Financial Reporting Standards and Financial Reporting Standards.
In preparing this Statement of Accounts, the Borough Treasurer had selected suitable accounting policies and then applied them consistently, made judgements and estimates that were reasonable and prudent and complied with the all relevant Codes and Legislations.  The accounting policies were detailed on pages 22 to 37 (Note 1 to the Accounts) and included a new policy for Heritage Assets (paragraph m on page 29) which used broadly the same accounting treatment as the existing policy for Property, Plant and Equipment.  The critical judgements and assumptions were set out on pages 37 to 40 (Notes 2 to 4 to the Accounts).

The Statement was originally authorised for issue on the 29th June, 2012 for auditing.  The Audit Commission had audited the Statement and their findings were reported in the Annual Governance Report on the agenda for this meeting.  The finalised Statement was authorised for issue on the 19th September, 2012.

Executive Summary

The financial statements for 2011/12 could be summarised as:-

· General Fund resulted in a £151k net surplus which was added to the Restructuring Reserve, leaving a balanced account for the year;

· The Housing Revenue Account (HRA) resulted in a £484k net surplus; £371k of this was committed to on-going housing maintenance;

· The Collection Fund resulted in a £165k net surplus which would be shared between the major preceptors in 2013/14;
· The Balance Sheet Net Assets had reduced by £23,497k (£23.5 million) which was matched by a reduction in the Total Reserves.  The main items that caused the reduction in Net Assets were:-
· £17,089k (£17.1 million) new long term borrowing for the Housing Subsidy settlement payment;

· £3,811k (£3.8 million) decrease in the value of the Long Term Assets held by the Council; and

· £2,910k (£2.9 million) increase in the Long Term Pension Scheme Liabilities.

These were matched by reductions in unusable reserves.

Detailed information and analysis of the Accounts had been presented in the full Statement of Accounts which had been appended to the Borough Treasurer’s report.
RESOLVED:- (i) That after reviewing the Statement of Accounts for 2011/12 Members agree that appropriate accounting policies had been followed and that there were no concerns arising from the financial statements that needed to be brought to the attention of the Council; 

(ii) That the Statement of Accounts for 2011/12 be formally approved; and

(iii) To authorise the Chairman of this Committee to sign the Statement of Accounts for 2011/12 on behalf of the Council.

21 – Audit Commission - Annual Governance Report for the Year 2011/12
The Borough Treasurer reported that the Annual Governance report was produced by the Audit Commission on completion of their audit for each financial year.  The report for 2011/12 had been appended to the report and Gina Martlew, the appointed Auditor along with Gareth Kelly, the Audit Manager had attended the meeting to present the report to Members.
The report summarised the findings from the 2011/12 audit which was substantially complete. It included the messages arising from the audit of the Councils financial statements and the results of the work undertaken to assess the Council’s arrangements to secure value for money in the use of resources. 
Financial Statements 
As at 28th September, 2012 it was expected that an unqualified audit opinion would be issued which was shown as an appendix to the report.  There were no material errors found on the primary statements and the overall completeness and accuracy of the accounts and disclosure notes were good. 

The financial statements were prepared and submitted for audit on time and the working papers to support the accounts were of a good standard. 

Value for money (VFM) 
The Auditor concluded that the Council had made proper arrangements to secure economy, efficiency and effectiveness in its use of resources.  She had found the Council had plans in place to achieve its deficit reduction strategy. 

The new contracting and tendering arrangements introduced back in December 2010 was still not fully embedded.  The Council still had significant weaknesses in particular within Cultural and Related Services.  The Council needed to address these weaknesses as it was currently exposed to additional risks. 

It was found that the Council’s arrangements for managing its resources were adequate.  The Council needed to closely monitor and manage the income generation element of the strategy given the ongoing depressed economy.  The Auditor found there to be scope for the Council to develop a more detailed medium term Council Plan which was supported by an organisational improvement plan to assist delivery of its agreed key priorities 2012-2015.
The Auditors concluded that they had undertaken the audit in accordance with the Code of Audit Practice, having regard to the guidance on the specified criteria, published by the Audit Commission in October 2011, as to whether the Authority had proper arrangements for:-

■
securing financial resilience; and 

■
challenging how it secures economy, efficiency and effectiveness. 

The Audit Commission had determined these two criteria as those necessary for consideration under the Code of Audit Practice in satisfying the auditors whether the Authority put in place proper arrangements for securing economy, efficiency and effectiveness in its use of resources for the year ended 31st March, 2012.   The Auditors were satisfied that in all significant respects, Barrow-in-Furness Borough Council had put in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources for the year ended 31st March, 2012.
The Auditors reported that as a result of the correction of note 2 (Property Plant and Equipment) to the Accounts an adjustment was also required to note 25 to the cash flow as follows:-
Revaluation losses and gains on previous losses: change from £(3280)k to £(3504)k; and

Carrying amount of non current assets sold or derecognised: change from £(769)k to £(546)k.

Members of the Audit Committee raised issues with regards to contract management and in particular with regards to the value for money being provided by the Revenues and Benefits contract and it was requested that a report be brought to the next Audit Committee regarding the value for money indicators highlighted by the appointed Auditor.
RESOLVED:- (i) To receive the Annual Governance Report for 2011/12;

(ii) To note the amendments raised by the Auditors; and
(iii) To approve the recommendations and action plan contained in the report.
22 – Letter of Representation 2011/12
The Borough Treasurer reported that as part of the annual process of finalising the Accounts, there was a requirement to provide assurance to the External Auditors on relevant and significant matters relating to the financial year.  A Letter of Representation was issued to disclose material facts affecting the 2011/12 transactions of the Council.

A copy of the Letter of Representation had been reproduced in the Borough Treasurer’s report regarding the Council’s audits for the year ending 31st March, 2012.

RESOLVED:- (i) To approve the Letter of Representation for 2011/12; and
(ii) To authorise the Chairman of this Committee (Councillor Burns) and the Borough Treasurer to sign the letter on behalf of the Council.

23 – Monitoring Priority 1 Recommendations
The Policy Review Officer reported that Internal Audit undertook reviews of 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 considered the recommendations and determined whether to accept or reject them.  If the recommendation was accepted the manager was agreeing to implement the recommendation.

To ensure all agreed Internal Audit Priority 1 recommendations were implemented in a timely manner they were now tracked by Management.  Progress against the implementation of the Priority 1 recommendations that were agreed in 2011/12 were detailed as an appendix to his report.  There had not been any additions to this list in 2012/13 to date.

The business continuity arrangements were on the agenda for the next Management Board meeting in October and the Policy Review Officer would provide Members with an update at the next meeting of the Audit Committee.
Regarding the Forum Catering Contract the Assistant Director of Community Services had written to Sodexo informing them that the contract would be going out to tender and he would be taking professional advice because of the complexity of the contract. The Assistant Director of Community Services would also consider the most cost effective arrangements and this may include disaggregating the catering and the cleaning elements of the contract.
Members asked the Policy Review Officer whether the contracts for the Leisure Centre and Dock Museum were also being reviewed and asked that he report back regarding these matters???????
RESOLVED:- That the report be noted.
24 – Risk Management
The Policy Review Officer reported that the Risk Register for 2012/13 was attached as an appendix to his report.  It continued to focus on those business critical risks which were under the control of the Council.
The Risk Register was reviewed by management Board at their meeting on 7th September, 2012 and the following changes were made:-
Risk 2: The likelihood of the economy remaining depressed had been increased from three to five thereby increasing the risk score to 25.

Risk 7: Failure to deliver Waterfront Barrow regeneration programme: The mitigating action had been changed because the bid for Regional Growth Funding was unsuccessful so the reference to this bid had been removed.

Councillor Sweeney informed the Policy Review Officer that he had had sight of a form of Risk Register from the Police which showed more information, therefore more clarity and stated that he would provide the Policy Review Officer with a copy of this document to improve the Council’s Risk Register.
Gina Martlew asked whether there was any mechanism for risks perceived by the Audit Committee and also risk identified by the Annual Governance Statement to be incorporated onto the Risk Register.  The Policy Review Officer would raise this issue at the next Management Board meeting.

RESOLVED:- (i) That the report be noted; and

(ii) That the Policy Review Officer report to the next Management Board meeting with regards to adding risks from the Annual Governance Statement and risks perceived by the Audit Committee onto the Risk Register.

25 – Performance Management

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

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

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

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

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

KP 1:

· Complete the all weather soccer centre.

· Renegotiate the Council’s catering contract.

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

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

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

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

Chimney stack repairs 

Door and window replacement

Rendering and new rain water goods

Cavity wall insulation

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

KP 3:

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

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

KP 4:

· Complete the external refurbishment of 102 Abbey Road

· Two year project to construct a roof on Level C of the multi storey car park

Progress against these actions was recorded in the action plan appended to the report; none of the actions were due to be completed in quarter 1.
Key Performance Indicators

Table 1 below is a selection of existing indicators and table 2 shows income against budget.
Local indicators

	Indicator
	Description
	Q1 2011/12
	Q1 2012/13
	Change

	9
	Percentage of Council tax collected

	29.54
	29.23
	

	10
	Percentage of NNDR collected

	33.79
	31.79
	

	12
	Average number of days sick per member of staff

	1.73
	2.28
	

	NI 191
	Residual waste per household

	125
	123
	

	N1192 
	% of waste recycled, composted

	39.9
	41.2
	


The Council Tax and NNDR figures were low at the end of the quarter but have since recovered.
The sickness figure is typical for quarter 1 but last years figure was exceptionally good.

Income

Table 2 below shows the income figures for quarter 1 against the current budget and provides a comparison with the quarter 1 figures for 2011/12.

Income quarter 1

	
	
	2011/12
	2012/13

	Service
	
	£s
	£s

	Crematorium
	Budget 
	88,200
	161,350

	
	Actual
	58,198
	144,261

	Cemetery
	Budget 
	24808
	22,520

	
	Actual
	11539
	19,707

	Parking
	Budget 
	223,000
	240,000

	
	Actual
	143,640
	140,422

	Recycling
	Budget 
	246,500
	212,000

	
	Actual
	245,600
	212,150

	Bulky waste
	Budget 
	9,000
	19,500

	
	Actual
	13,802
	18,840

	PLC 1
	Budget 
	187,600
	210,703

	
	Actual
	141,532
	134,324


The income was subject to seasonal variation which distorted the figures but despite this the income was lower than expected.  The car parking income was a major area of concern and a separate review of car parking charges was on-going.

Referring to KP4 – construct a roof on Level C of the multi story car, the Policy Review Officer stated that it was unlikely that this was going ahead now.  Management Board’s final decision was awaited.

RESOLVED:- That the report be noted.
26 – Audit Committee Work Plan
The Borough Treasurer reported on the Audit Committee Work Plan which was the basis for the agenda of the meetings throughout each year of business.  The Work Plan was set out as a draft list at the Audit Committee on 28th June, 2012 and this has now been formed into a detailed plan which was attached as an appendix to her report.

The items within the plan were not dated for a particular year so that the Work Plan could be used as an on-going document with updates brought to Members attention at each meeting.

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

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

All of the Work Plan items for September were on the agenda today apart from Internal Audit Final Reports as there were none to present this time.

The Borough Treasurer reported that the Ombudsman’s Annual letter would be added onto the Work Plan.

Councillor Sweeney suggested that training for new Audit Committee Members be put on the schedule so that training is carried out before the very first meeting in each new term of office.
RESOLVED:- That Members agree the Work Plan.

27 – Internal Audit Progress Report
The Borough Treasurer reported that the Internal Audit Progress report for the period 1st April, 2012 to 14th September, 2012 had been produced by the Head of Internal Audit.  The Head of Internal Audit attended the meeting to present the report to Members.
No Priority One recommendations had been made within the reporting period.

The report contained a statistical summary of the number of audit recommendations (6).  It was noted that all six had been fully accepted.  Each of the recommendations had been assigned a priority graded 1-3, 1 being major issues and 3 being minor issues.

RESOLVED:- That the report be received.

The meeting closed at 3.37 p.m.

