BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE








     Meeting: 28th June, 2012







     at 2.00 p.m.

PRESENT:- Councillors Pointer (Vice-Chairman), Barlow and Murray.
Also present were Keith Jackson from Internal Audit and Gareth Kelly from the Audit Commission.

1 – Minutes

The Minutes of the meeting held on 6th March, 2012 were taken as read and confirmed.
2 – Apologies for Absence/Attendance of Substitute Members
Apologies for absence were received from Councillors Burns (Chairman) and Wilson.

Councillor Barlow had replaced Councillor Wilson for this meeting only.
3 – Restricted Assurance Levels and Attendance of Senior Officers
The Policy Review Officer reported that Internal Audit undertook reviews of the Council’s systems as defined in the Annual Audit Plan.  At the conclusion of each audit, Internal Audit gave an overall opinion on the level of assurance, which they considered was appropriate by the controls in place and their operation within the system audited.  The following classification of assurance levels had been adopted:-
	Level
	Definition 

	1. Unqualified Assurance
	The controls appear to be consistently applied.

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

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

	4. None 
	Significant non-compliance with controls was identified leaving the system vulnerable to error and abuse. 


To provide enhanced assurance, Members agreed to invite Senior Officers to attend the Audit Committee meetings to provide clarification regarding identified weaknesses and also agreed that it should be a standing item on future agendas. 
To ensure that this was progressed in a timely manner it was recommended that the Chair would request any attendance following receipt of the Agenda.  Any Member wishing to request the attendance of Senior Officers should do so through the Chair by the Monday before the meeting.
At the meeting held on 6th March, 2012, it was agreed that the Assistant Director Community Services be invited to today’s meeting to discuss issues raised about the Catering Contract (Minute No. 37 refers).  A copy of the Executive Summary of the Catering Contract reported at the last meeting was attached to the report for Members’ information.

The Assistant Director Community Services was unable to attend today’s meeting and provided Members with a written summary about the Catering Contract.  Members felt that the tabled summary provided by the Assistant Director did not provide the answers which the Audit Committee were requesting, therefore it was moved by Councillor Murray and seconded by Councillor Barlow that a special meeting of the Audit Committee be arranged to discuss the Catering Contract.

RESOLVED:- (i) That the Chair of the Audit Committee determine whether Senior Officers should attend meetings; and

(ii) That a special meeting of the Audit Committee be arranged to discuss the Catering Contact.

4 – Internal Audit Annual Report 2011-2012
The Council’s Internal Audit Manager attended the meeting and presented the Internal Audit Annual Report for 2011-2012 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 2011/12 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:

· Risk Management (Business Continuity Management); and
· Re-roofing, demolition and elevation repairs at 2-28 Sutherland Street and 96 Crellin Street (Group Repair) Contract.
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 were recorded separately as an Appendix to the Annual Governance Statement and reflected the assurance provided from all sources both internal and external.

Progress against the 2011/12 Annual Plan
A detailed analysis of the current situation regarding the 2011/12 plan had been appended to the Internal Audit Annual Report.  The assessment of auditable areas had identified 73 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 Benefit Grant Certification testing had been completed which was not reflected in these figures, all of which were included within regular progress reports issued to the Audit Committee.

	
	Percentage of systems covered
	Percentage of risk covered

	
	2011/12
	2010/11
	2011/12
	2010/11

	Planned
	36%
	33%
	79%
	77%

	Achieved
	33%
	25%
	77%
	62%


The following table summarised the assurance levels recorded in final reports relating to the years 2011/12 and 2010/11.  The majority of Council systems, had achieved the level of Substantial Assurance, however, two systems had been classified as Restricted Assurance in 2011/12.

	Final Reports
	Total
	Unqualified

Assurance
	Substantial Assurance
	Restricted

Assurance
	No

Assurance

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

	2011/12
	31
	4
	13
	25
	81
	2
	6
	0
	0

	2010/11
	30
	1
	3
	22
	74
	7
	23
	0
	0


An assurance level was not applicable for a further report; IT Internet Access and Security.

A summary of the number of audit recommendations made in the Internal Audit Final report issued during 2011/12 along with management responses were as follows:-

	Recommendations
	Total
	Priority 1
	Priority 2
	Priority 3

	Made 2011/12
	123
	7
	76
	40

	Fully Accepted
	117
	7
	73
	37

	Partly Accepted
	5
	0
	3
	2

	Not Accepted
	1
	0
	0
	1


During the year Internal Audit had reported on the implementation of 172 agreed audit recommendations made in previous reports.  The results were as follows:-
	
	Fully Implemented
	Not Implemented
	Overtaken By Events
	TOTAL

	2011/12
	58
	65
	49
	172

	2010/11
	58
	69
	21
	148


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 2012/13.

RESOLVED:- To note the Internal Audit Annual Report for 2011/12.

5 – Internal Audit – Final Reports
The Borough Treasurer reported that Internal Audit had completed a number of audits in accordance with the approved annual programme.  On completion, final reports were presented to this Committee for consideration.

The Council’s Internal Audit Manager attended the meeting to present the reports to Members.

There had been eleven final reports appended for consideration.  The reports included and their assurance levels were as follows:-
1. Receipt Book Checks – Substantial Assurance;
2. Housing and Council Tax Benefits – Substantial Assurance;
3. Financial Information System – Substantial Assurance;
4. Payroll System Review – Substantial Assurance;
5. Procurement (including Ordering) –Substantial Assurance;
6. Car Park Meter Income – Substantial Assurance;
7. The Forum – Substantial Assurance;
8. Internet Access and Security – Five important issues;
Contract Audits

9. Waterside Business Park - New Access Road – Substantial Assurance;
10. Ship Inn Piel Island - Completion of Refurbishment Phase 4 – Substantial Assurance; and
11. Hindpool Urban Park Extension/ Demolition of Albert Street Flats – 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.

6 – Anti-Fraud and Corruption Policies Review
The Borough Treasurer reported that the Authority currently had an Anti-Fraud and Corruption Policy that included a section on Whistle Blowing.  The Policy was last reviewed in 2007.

A review had been undertaken by the Borough Treasurer, the Head of Internal Audit and the Deputy Executive Director.

The existing Policy had been split into an Anti-Fraud and Corruption Policy for external promotion and a separate Whistle Blowing Policy for internal promotion. 

The Anti-Fraud and Corruption Policy set out the Authority’s commitment to the prevention and detection of fraud and corruption.  It outlined the responsibilities of staff, Members and management and sets out the procedures to be followed where suspicion of financial or other irregularity was raised.  The Fraud Response Plan had been added to the Policy to highlight the procedure that the Authority would follow once a concern had been raised.

The Whistle Blowing Policy applied to all staff, Members and those contractors working for the Authority on the Council’s premises.  The Policy set out the Authority’s expectation that serious concerns were raised.  The Fraud Response Plan was the same for these concerns, but it was not necessary to repeat it in this Policy.  Both Policies would be promoted to staff, Members and others.

In order to ensure that the Policies were current, relevant, and reflected best practice, they would be reviewed and updated on an annual basis.
The Anti-Fraud and Corruption Policy would be published on the website and the Whistle Blowing Policy on the Intranet.  Both documents would be promoted to all staff once approved by this Committee. 
RESOLVED:- That Members approve the Anti-Fraud and Corruption and the Whistle Blowing Policies.

7 – Annual Review of Internal Audit 2011-2012
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.
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 is 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:-
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 2011-2012 – this contains 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 were 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 2011-2012, the Internal Audit service had achieved an 89% satisfaction rate.
RESOLVED:- That Members endorse the review.

8 – 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 should take account of all available information about the future, which was at least, but not limited to the next twelve months from the end of the reporting period.  
The accounts of the Authority for the period 1st April, 2011 to 31st March, 2012 had been prepared on a going concern basis.  This basis assumed that the Authority 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:- That Members agree that the Authority was a going concern and that it was appropriate for the accounts to be prepared on the going concern basis.

9 – Audit Committee Work Plan
The Borough Treasurer reported that in line with best practice the Audit Committee would now have a work plan which identified its activities and would be reviewed regularly to ensure it enabled the Committee to fulfil its terms of reference.  The work plan would be presented at each Committee and any updates would be highlighted.

The items listed were not exclusive as other items could and would be brought to the Committee as appropriate.

June meeting

Annual Governance Statement

Going Concern

Annual Review of Internal Audit

Audit Committee Work Plan

Internal Audit Annual Report

Internal Audit Final Reports (individual audits)

Risk Management Report

Performance Management Report

External Audit Reports

September meeting

Statement of Accounts for 2011-2012

Audit Commission – Annual Governance Report for 2011-2012

Letter of Representation for 2011-2012

Audit Committee Work Plan

Internal Audit Final Reports (individual audits)

Risk Management Report

Performance Management Report

External Audit Reports (in addition to the Annual Governance Report)

December meeting

Audit Committee Work Plan

Internal Audit Final Reports (individual audits)

Risk Management Report

Performance Management Report

External Audit Reports

March meeting
Review of Policies

Review of Financial Regulations

Review of Contract Standing Orders

Audit Committee Work Plan

Internal Audit Plan for 2013-2014

Internal Audit Final Reports (individual audits)

Risk Management Report

Performance Management Report

External Audit Reports

Gareth Kelly from the Audit Commission suggested that in line with good practice, a     self review on the effectiveness of the Audit Committee be carried at the end of the year and suggested that this may be built into the Committee’s Work Plan.
RESOLVED:- That Members approve the Work Plan for 2012/13.

10 – Risk Management
The Policy Review Officer attached as an appendix the Risk Register for 2012/13 to his report.  It continued to focus on those business critical risks which were under the control of the Council.
The following risks had been added to the Risk Register:-

Risk 4: The impact of changes to the housing benefit scheme and how they would affect housing rent income;
Risk 5: The impact of reduced grant funding for the Local Council Tax Reduction Scheme (formally Council Tax benefit) would have on the Council’s budget; and
Risk 8: The impact of a reduction in recycling reward credits on the Council’s budget.

Members discussed in detail issues raised on the Risk Register and asked Officers questions regarding these matters.
RESOLVED:- That the report be noted and that risks be monitored by the appropriate Officers.

11 – Performance Management
The Policy Review Officer provided Members with the Council’s Performance Management report.  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; and
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.

In 2011/12 there wasn’t a formal action plan but there were a number of improvement activities being implemented which included:-
· Undertake a comprehensive service delivery review;
· Transfer management of waste collection, building cleaning and dog warden services to the Streetcare Team to reduce management costs;
· Undertake a business improvement review of the Development Control service and develop framework for setting local planning fees;
· Introduce self-financing of Council housing services;
· Re-let the responsive repairs contract;
· Review housing support services;
· Update Information Technology and introduce Customer Relations Management service in the Housing department;
· Demolish the agreed areas of Marsh Street;
· Demolish 100 Abbey Road and carry out external improvements to 102 Abbey Road; and
· Completion of the all weather soccer centre.

The actions for 2012/13 are listed below and it was acknowledge that some of the actions will 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; and
· 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:

Re-roofing;
Chimney stack repairs;
Door and window replacement;
Rendering and new rain water goods; and
Cavity wall insulation;
· Identify appropriate sites in partnership with Accent Housing to build 27, 3-bedroom social houses; and
· Target the £3.442m allocated from the Clusters of Empty Homes fund for the refurbishment of the Barrow Island Flats. 

KP 3:

· Transfer management of Waterside House to BAE Systems as part of the lease agreement;
· Complete refurbishment at Phoenix Business Centre; and
· 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; and
· Two year project to construct a roof on level C of the multi storey car park.
Progress against these actions together with a more detailed action plan would be reported to the Audit Committee and Management Board on a quarterly basis.

Key Performance Indicators

The Policy Review Officer provided Members with a list of key indicators identified by Management Board as follows:-
Local indicators

	Indicator
	Description
	2010/11
	2011/12
	Change

	9
	Percentage of Council tax collected


	96.8
	96.8
	

	10
	Percentage of NNDR collected


	98.01
	98.00
	

	12
	Average number of days sick per member of staff
	10.59
	8.19
	

	NI 191
	Residual waste per household


	544
	532
	

	N1192 
	% of waste recycled or composted
	35.9
	36.4


	


The collection of Council Tax and National Non Domestic Rates was similar to the previous year.  There had been a significant improvement in absence due to sickness.
The waste figure indicated that less waste was being generated and more of that waste was being recycled or composted

Management Board had identified key income streams and these would be monitored on a monthly basis and the information quarterly. The table below shows the indicators and performance against budget for 2011/12:-
Income 2011/12

	
	
	Year to date
	cumulative
	
	

	Service
	
	Q1
	Q2
	Q3
	Q4

	Crematorium
	Budget 
	88,200
	176,400
	264,600
	352,800

	
	Actual
	58,198
	158,388
	276,949
	410,748

	Cemetery
	Budget 
	24,808 
	49,615
	74,423
	99,230

	
	Actual
	11,539
	29,420
	50,668
	82,331

	Parking
	Budget 
	223,000
	446,000
	669,000
	892,000

	
	Actual
	143,640
	305,905
	469,655
	628.377

	Recycling
	Budget 
	246,500
	493,000
	739,500
	986,000

	
	Actual
	0
	245,600
	446,613
	848,626

	Bulky waste
	Budget 
	9,000
	18,000
	27,000
	36,000

	
	Actual
	13,028
	25,082
	34,710
	45,893

	PLC 1
	Budget 
	187,600
	375,200
	562,800
	750,400

	
	Actual
	141,532
	314,314
	438,991
	628,487


RESOLVED:- That the report be noted.
12 – Annual Governance Statement

The Policy Review Officer reported that the Council had responsibility for ensuring that Council business was conducted within 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 we considered our governance arrangements to be.

The following members of staff were involved in preparing the Annual Governance Statement for 2011/12.:-
Chief Executive: Head of Paid Services;
Executive Director;
Deputy Executive Director: Monitoring Officer;
Borough Treasurer: S151 Officer;
Assistant Director of Community Services;
Assistant Director of Regeneration and the Built Environment;
Internal Audit Manager; and
Policy Review Officer.

The Annual Governance Statement and supporting evidence was attached as an appendix to the Policy Review Officer’s report.
RESOLVED:- (i) That the Annual Governance Statement be agreed and submitted to the District Auditors along with the supporting evidence for their consideration; and

(ii) That the Annual Governance Statement be published on the Council’s web site.

13 – 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 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 the Priority 1 recommendations that were agreed in 2011/12 were attached as an appendix to the Policy Review Officer’s report.

The Priority 1 recommendations had come from the following audit reports:-
· Partial demolition of a ‘Darlington’ Steel Portal Framed Warehouse and Re-establishing Structure (CR 59);

· Sutherland Street – Group Repairs (CR 63);

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

· IT General Controls – Liberata (IT 46); and

· Catering Contract – The Forum (10-24).
Members gave consideration to the Priority 1 recommendations and in particular made reference to the Catering Contract.

Keith Jackson reported that Internal Audit would monitor all recommendations independently from the Policy Review Officer.

RESOLVED:- That the report be noted.

The meeting closed at 3.37 p.m.

