BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE








     Meeting: 29th June, 2010







     at 2.00 p.m.
PRESENT:- Councillors Flitcroft (Chairman), Unwin (Vice-Chairman), Jefferson, Maddox, Sweeney and C. Thomson.  
Also present was Heather Green from the Audit Commission.
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 100(B)(4)(b) of the Local Government Act 1972.



Item






Reason
Alterations to the Statement of  


To enable the amended figures to be

Accounts to be considered along with

considered when dealing with    Agenda Item No. 11 – Final Accounts

Agenda Item No.  11.

for the Year Ended 31st March, 2010

(Minute No. 8).

2 – The Local Government Act, 1972 as amended by the Local Government (Access to Information) Act, 1985 and Access to Information (Variation) Order 2006

Discussion arising hereon it was

RESOLVED:- That under Section 100A(4) of the Local Government Act, 1972 the public and press be excluded from the meeting for the following item of business on the grounds that it involved the likely disclosure of exempt information as defined in Paragraph 3 (Minute No. 14) of Part One of Schedule 12A of the said Act.

3 – Minutes

The Minutes of the meeting held on 9th March, 2010 were taken as read and confirmed.
4 – Presentation by the Audit Commission
Heather Green of the Audit Commission attended the meeting and made a presentation to the Committee explaining why Councils have an Audit Committee, the role and position of Audit Committee, the core functions and the roles of External and Internal Audit.

She explained that the role of the Audit Committee was to be able to improve corporate focus on the issues arising from risk management, internal control and reporting.  She stated that it may be difficult for Officers and Members to identify what needs to be done to improve or act on significant issues arising from audit work or the review of statement of internal control unless there was a Forum for reviewing such issues and tracking action on what needed to be done.

Ms Green also suggested that Members of the Audit Committee read the CIPFA guidance on the “Practical Guidance for Local Authorities on Audit Committees”.  Members questioned Ms Green about various issues raised by the presentation and the Chairman thanked her for the information provided to Members.

RESOLVED:- That the presentation be noted.

5 – Audit Commission – Audit Opinion Plan 2009-2010
Heather Green from the Audit Commission attended the meeting and presented the report to Members on the Audit Commission’s Audit Opinion Plan for 2009-2010.

The plan set out the work which she proposed to undertake for the audit of financial statements for 2009/10.  The plan was based on the Audit Commission’s risk-based approach to audit planning and it reflected:-

1.
Audit work specified by the Audit Commission for 2009/10;

2.
Current national risks relevant to local circumstances; and

3.
Local risks.
She reported that there was an inherent risk the financial statements presented for audit may be materially misstated.  The Audit Commission had considered the additional risks that were appropriate to the current opinion audit and had set these in Tables 1 and 2 below.

Table 1
Significant risks

Significant opinion risks that require special audit consideration

	Risk area
	Assertions
	Audit response

	Although International Financial Reporting Standards (IFRS) do not apply to Local Government until 2010/11, the requirements of IFRIC12 on Service Concession Arrangements will apply to Local Government in 2009/10.  The Council needs to ensure that it has taken appropriate steps to assess whether it has any arrangements that fall within the scope of IFRIC12 and account for these correctly.
	Completeness

Existence

Rights and Obligations

Valuation and Allocation
	We will review the assessment undertaken by the Council to assess whether it has any arrangements that fall within the scope of IFRIC12.  We will review the accounting treatment of any such arrangements.


Table 2
Significant risks

Specific opinion risks that relate to the Council or an item in the financial statements

	Risk area
	Assertions
	Audit response

	The Council should undertake regular checks to ensure that Valuation Office Schedules have been reconciled to the Council Tax and NNDR systems by Liberata during the year.  Our review of financial systems during 2009/10 identified that whilst Liberata were undertaking the reconciliations, the Council had not undertaken any checks to ensure the reconciliations were being carried out.  This increases the risk that errors may not be identified by the Council.
	Completeness
Accuracy

Occurrence
	We will undertake substantive testing to ensure that the opening and closing figures in the NNDR and Council Tax systems can be reconciled to the Valuation Office Schedules.

	In 2008/09 I identified a failure in controls for the accounts payable system due to the authorised signatory list not being up to date.  We understand that action was taken immediately to rectify this issue, however there remains a risk that this control did not operate effectively during the whole of 2009/10.
	Occurrence 
Accuracy
	We will test the operation of this control during the year.  We will under substantive testing of expenditure items where I find this control has not been operating effectively.

	We review IT arrangements and controls in place at Barrow.  This review included assessing the arrangements the Council has in place to obtain assurance over IT controls for the systems operated by Liberata.
Internal Audit work is being undertaken on IT controls at Liberata but this is not yet complete.  The findings of the Internal Audit review will inform our risk assessment for the opinion audit.
	All assertions
	We will consider the findings of the Internal Audit review once this is complete.  We will consider whether any additional substantive testing is required as a result of the Internal Audit findings.

	Internal Audit have undertaken a review of asset management and this concluded that it was difficult to obtain supporting documentation to evidence the decisions made in respect of asset transactions and leasing.  There is a risk that the Council may not be able to provide sufficient appropriate evidence to support asset transactions in the financial statements.
	Accuracy
Completeness

Occurrence

Valuation and Allocation
	We will undertaken substantive testing of asset transactions in the financial statements.

	Our review of financial systems in 2009/10 identified that control account reconciliations were not always being completed on a timely basis and were not always up to date.  There is a risk that where control account reconciliations are not completed on a timely basis, errors may go undetected.
	Accuracy
Completeness

Cut-off
	We will review and test year-end control account reconciliations.

	The Council is required to include additional disclosures in the 2009/10 accounts in respect of senior managers remuneration.  This is a politically sensitive area and the new disclosure may be subject to increased scrutiny.
	Accuracy
Completeness

Classification
	We undertake specific substantive testing of the disclosures made by the Council for this new reporting requirement.

	Our review of financial systems in 2009/10 has identified that the debt recovery process has not been operating since July 2009 due to a system upgrade.  As a result the level of debt outstanding has increased and there is an increased risk that this debt is irrecoverable.
	Valuation and Allocation
	We will review the level of provision included in the accounts for irrecoverable debt.


On the basis of the risks identified above, Heather Green reported that she would produce a testing strategy which would consist of testing key controls and/or substantive tests of transaction streams and material account balances at year end.
Their testing could be carried out both before and after the draft financial statements had been produced.  Their pre-statement testing would focus on gaining assurance that key controls in material systems were operating properly.

Wherever possible, she sought to rely on the work of Internal Audit to help meet their responsibilities.

RESOLVED:- That the report be noted.

6 – Audit Commission – Benefits Service Re-inspection Report
The Borough Treasurer reported that the Audit Commission had carried out a re-inspection of the Council’s Benefit Service during January to March 2010.  The final report was presented to Members.

Heather Green, the appointed Auditor attended the meeting to present to the report to Members and responded to Members’ questions.

Ms Green reported that Barrow Borough Council provided a fair Benefits Service that had uncertain prospects for improvement.  This was a re-inspection of the Service following an inspection carried out by the Audit Commission in 2008.  Then, the Council was found to be providing a poor Benefits Service with poor prospects for improvement.

The Service had improved processing times for new claims and changes in circumstance which were now processed reasonable promptly.  Customers were encouraged to provide evidence to support their claim or change quickly.  An appointment scheme was introduced in April 2009 and the Service promised to process claims or changes within two days of the appointment.

The Service could not demonstrate that it was shaped around customers needs and there had been limited engagement and consultation with customers.  Customer feedback and complaints were not systematically used to improve service delivery.  However, staff had a positive attitude to customer care and customers surveyed were satisfied with the service they had received.

The Service was doing more to encourage local people to claim the benefits they were entitled to and this work had become more targeted and effective.  However, there was no formal benefit take-up strategy and the success of activity could not always be measured.  Relationships with stakeholders and partners had improved and were helping to make it easier for customers to access the Service through verifying documents and regular liaison.

Appeals and reconsiderations were dealt with well.  Fraud and error was effectively tackled and managed, as was overpayment recovery.  However, accuracy was a weakness for the service and improvement could not yet be demonstrated.

Value for money was improving.  The service remained high cost but had improved in terms of efficiency and effectiveness since the last inspection.  However, there were no formal plans to improve value for money in the future.  Benchmarking was not being used to drive down costs or improve performance.

There were no longer term plans for the service.  The Council had a short-term improvement plan for the Benefits Service but there was no service plan apart from that of the service provider.  There were few outcomes defined in the improvement plans to measure success.  Whilst a vision statement for the service had been established, there were no detailed long-term aims and objectives showing how this would be delivered and improvements would be made.

The service did not clearly shown how it was contributing to the overall aims and objectives of the Council.  There were no explicit links between the Council’s key priorities and the Benefits Service.  Lack of clear linkage to wider corporate aims may mean the service is not helping the Council to deliver its priorities as effectively as it could.

There was not a clear trend of sustained improvement across all key aspects of the service over the last three years.  The service did not maximise learning opportunities to identify the service improvements.  However, progress had been made on the majority of the recommendations from the previous inspection and there was improved leadership for the service through better contract management.

Members were concerned about the Audit Commission’s claims that the service had uncertain prospects for improvement and questioned the Appointed Auditor about this.

The service had uncertain prospects for improvements because:-

1.
There were no plans beyond the current action plan for the longer-term future of the service setting out improvements;

2.
The Council had not set detailed aims and objectives for the service showing how it would improve outcomes for customers;

3.
The service did not clearly demonstrate how it contributed to the overall objectives and priorities of the Council;

4.
Accuracy levels were not yet improving;

5.
The service did not maximise learning opportunities to identify service improvement; and

6.
There was not a clear trend of sustained improvement in the service year on year over the last three years.  

It did state that however some changes such as recent improvements to processing times had had a positive impact for customers; 

· Progress had been made on the majority of areas of weakness identified in the previous Audit Commission inspection of the service;
· The Council was displaying more leadership for the service through improved contract management; and
· Improved partnership working was adding capacity.

The Audit Commission had provided four recommendations which they suggested should be implemented by December 2010.
RESOLVED:- That the report be noted.

7 – Annual Governance Statement 2009-2010

The Director of Corporate Services reported that the Annual Governance Statement was the mechanism used to demonstrate that during the financial year ended 31st March, 2010, 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 included a proposed action plan to be implemented in 2010-2011 which was attached as an appendix to his report.

The Chartered Institute of Public Finance and Accountancy (CIPFA) and the Society of Local Authority Chief Executive’s (SOLACE) identified six principles of corporate governance that underpinned the effective governance of all local authorities.  Barrow Borough Council had used these principles when assessing the adequacy of its governance arrangements.  The core principles were as follows:-

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 values for the authority 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 management of 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 Council had responsibility for conducting, at least annually, a review of the effectiveness of its governance framework, including the system of internal control.  This responsibility was in practice carried out by Management Team and Managers, with the Chief Executive informing the Executive Committee of any significant matters warranting their attention.

The Council’s Overview and Scrutiny Committees exercised a general non-executive review role which in 2009-10 included specific work on:


– Corporate Services: equalities performance, health and safety, and               
      reviewing the Council’s void commercial properties;


– Regeneration and Community Services: allotment management, off-street 
    car parking, rent collection and waste collection and recycling; this           
    Committee also received Performance Information.

The review of effectiveness of the system of internal control was informed by three main sources: the work of Internal Audit; by Managers who have responsibility for the development and maintenance of internal control environment and also by comments made by External Auditors and other review agencies/inspectorates.
Referring to “Manager’s Control” paragraph in the report, Councillor Flitcroft suggested that Equality and Diversity could be added to the checklist which is reviewed by Management Team.  The Director of Corporate Services agreed that this would be a good idea.

The Director of Corporate Services reported that the following governance issues were identified during 2009/2010 as a result of the review of arrangements and by the work of External and Internal Audit –
· Continue the development of a Benefits Service that is shaped around customers with improved customer engagement and consultation;

· Develop a Revenues and Benefits Service Plan for the Council with a focus on long-term aims and objectives; and
· Improve the Council’s adherence to its duty to promote equality by attaining the “Achieving level” of the Local Government Equality Framework by March 2011.

The issues identified above would be dealt with by the responsible Officers and progress would be monitored by the Management Board and the Audit Committee, when appropriate.

He proposed that over the coming the year the Council take steps to address the above matters to further enhance its governance arrangements.  He was satisfied that these steps would address the need for improvements that were identified in the Council’s review of effectiveness and would monitor their implementation and operation as part of the next annual review.

RESOLVED:- That the Committee has formally approved the Annual Governance Statement for 2009/10 and agreed the Action Plan to be implemented in 2010/11.

8 – Final Accounts for the Year ended 31st March, 2010
The Borough Treasurer attached a copy of the Statement of Accounts for 2009/2010 to his report.  An urgent item was also submitted with amendments made on 22nd June, 2010 following the Audit Committee papers distribution and the Statement of Accounts dispatched.  The text in the urgent item replaced that in the Statement issued prior to the meeting.  The amendments to the report were as follows:-

· Note 12 from page 29 had the wrong pension contribution rate in error;

· Note 15 from page 30 contained a typographical error;

· Note 50 from page 46 contained a typographical error; and

· Note 52 from page 47 was missing from the document in error.

The Borough Treasurer had informed the Committee that the Local Authority accounts were prepared 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 2009-2010, Officers had complied with recommended practice and all the relevant legislations. 

The results for the financial year ended 31st March, 2010 were:-

The General Fund:

The 2009-2010 original General Fund (GF) net revenue budget was set at £13,742,000.  The net GF expenditure for the year was £13,449,953. The surplus for the year was £292,047.

The final GF balance as at 31st March, 2010 was £2,263,306.  This was a prudent level of balance to maintain and represented around 16% of the net revenue budget. 

The actual expenditure was compared to the original budget and the difference formed part of the GF balance.

The main variations from the original budget had been reported to the Executive Committee on a quarterly basis throughout 2009-2010.  The full year variations for major items over £50,000 had been detailed in the Borough Treasurer’s report.

The Housing Revenue Account:

The Housing Revenue Account (HRA) original budget for 2009-2010 was set at a surplus of £52,670.  The outcome for the year was a deficit of £22,918.

The HRA balance as at 31st March, 2010 was £824,061.

The main reasons for the major variations had been detailed in the Borough Treasurer’s report.
The Collection Fund:

The Collection Fund (CF) resulted in a deficit of £80,235.  This deficit would be shared in 2011-2012 amongst the Borough Council, Cumbria County Council and the Police Authority in proportion to their precepts for 2010-2011.

Reserves: 
The available reserves as at 31st March, 2010 were:

· The Opportunity Reserve at £1,111,758;
· The general reserve stood at £461,623; 
· Other earmarked reserves amounted to £3,308,717;
· The Usable Capital Receipts at the year end were £1,908,986; and
· The Major Repairs Reserve for the HRA at the year end was £411,486.

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.
The Chairman referred to a training session which had been carried for Audit Committee Members earlier in the year and requested that the Borough Treasurer organise this once more for the benefit of new Members.  The Chairman also requested that a briefing document for that training session be e-mailed to all new Members on the Committee.
RESOLVED:- (i) To note that the Committee had reviewed and scrutinised the Annual Statement of Accounts and considered that the accounting policies had been follows;
(ii) To agree to formally approve the Statement of Accounts for 2009/10 and agree its submission to the Audit Commission; 

(iii) To authorise the Chairman of this Committee to sign the accounts on behalf of the Council; and
(iv) That a Training Session for Audit Committee Members be arranged by the Borough Treasurer.

9 – Internal Audit Annual Report 2009-2010
The Head of Internal Audit was required to produce an annual report at the end of each financial year.  The Internal Audit Annual Report for the year 2009-2010 had been appended to the Borough Treasurer’s report.

The report presented the Opinion Statement in support of the Council’s Annual Governance Statement (formerly Statement on Internal Control) as required under the Accounts and Audit (Amendment) (England) Regulations 2006.  The Head of Internal Audit’s opinion was derived from work carried out by Internal Audit during the year as part of the agreed Internal Audit Plan for 2009/2010.  The Internal Audit Plan for 2009/2010 was developed to primarily provide management with independent assurance on the adequacy and effectiveness of the internal control environment.

The Code stated that the internal control environment comprised three key areas; internal control, governance and risk management processes.  His opinion on the effectiveness of the internal control environment was based on the assessment of each of these key areas.

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

The overall 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.  There were a number of systems receiving low assurance, four of which related to contract letting and management.  The profile of assurance was in his experience comparable to other local authorities, with the majority of Council systems receiving substantial assurance, with the exceptions mentioned above.  Weaknesses found as a result of the Internal Audit’s work, together with its 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.

There were however, ten areas where only restricted assurance could be provided and these related to:-

· Hindpool Urban Park;

· Barrow Park;

· Risk Management;

· IT General Controls;

· Asset Management;

· Barrow Public Park Heritage Restoration Project;

· Contract Probity;

· Sodexo Accounts Dock Museum Café;
· Construction of Holker Street Car Park (awaiting management response); and

· IT Asset Management (awaiting management response).

RESOLVED:- That Members note the Annual Report for 2009-2010.
10 – Internal Audit Plan 2010-2011
The Borough Treasurer reported that under Section 151 of the Local Government Act 1972, he had a responsibility to ensure the proper management of the finances of the Council.  In order to achieve this, an Internal Audit function needed to be maintained to provide him with the assurance necessary to discharge his duties under Section 151.

The Internal Audit function examined and evaluated the adequacy of the Council’s system of internal controls as a contribution to ensuring that resources were used in an economical, efficient and effective manner.
Internal Audit was an independent and objective appraisal function established by the Council for reviewing the system of internal control.  This was in compliance with the Accounts and Audit Regulations 2003 as amended, which specifically required a local authority to maintain an adequate and effective system of internal audit.  This work was delivered by way of a risk-based approach to the Internal Audit planning process; resulting in the production of an Annual Audit Plan which needed approval by this Committee.

The Internal Audit function was outsourced to Furness Audit and the Internal Audit function was part of the Borough Treasurer’s Department.

The coverage of the internal audit work may vary from year to year depending on the risk factors and needs identified during the planning process.

For the year 2010-2010, it was proposed to carry out the programme shown below:-

	BARROW BOROUGH COUNCIL 
	

	INTERNAL AUDIT ANNUAL PLAN 2010/11
	

	
	
	
	

	Audit
	Significance Band
	Directorate
	Days

	 
	 
	 
	 

	ANNUAL AUDITS
	 
	 
	 

	Income Collection
	1
	Borough Treasurer's 
	15

	Housing and Council Tax Benefits
	1
	Borough Treasurer's 
	32

	Council Tax
	1
	Borough Treasurer's 
	11

	Performance Management
	1
	Corporate Services
	10

	Business Rates (NNDR)
	1
	Borough Treasurer's 
	9

	Risk Management (Including Anti Fraud)
	1
	Borough Treasurer's 
	8

	Financial Information System
	1
	Borough Treasurer's 
	9

	Budgetary Control
	2
	Borough Treasurer's 
	9

	Treasury Management
	2
	Borough Treasurer's 
	7

	Car Park Meter Income
	2
	Regeneration and Community Services
	10

	Payroll
	2
	Borough Treasurer's 
	15

	Accounts Receivable
	2
	Borough Treasurer's 
	10

	Corporate Control/Governance
	2
	Corporate Services
	7

	Periodic Checks
	2
	Borough Treasurer's 
	16

	Procurement (inc. Ordering)
	2
	Corporate Services
	15

	Accounts Payable
	2
	Borough Treasurer's 
	10

	Housing Rents
	2
	Regeneration and Community Services
	10

	Standing Orders and  Financial Regulations
	2
	Corporate Services/Borough Treasurers
	5

	Housing Maintenance (Day to day repairs)
	2
	Regeneration and Community Services
	20

	IT Environment Audits
	1
	 
	30

	Contract Audit
	1
	 
	45

	RISK ASSESSED SYSTEMS
	 
	 
	 

	Licensing
	3
	Regeneration and Community Services
	8

	Housing Strategy 
	3
	Regeneration and Community Services
	10

	Catering Contract
	3
	Corporate Services
	15

	Waste Management
	4
	Regeneration and Community Services
	9

	Refuse and Recycling Collection
	4
	Regeneration and Community Services
	12

	Non Routine Public Buildings Maintenance
	4
	Corporate Services
	7

	DESIGNATED ANNUAL AUDIT ACTIVITY
	 
	 
	 

	Other Projects/Cash Floats (Annual)/A/c Working paper reviews/Receipt Book Checks
	-
	 
	25

	Community Organisations (inc. Mayor's Account)
	-
	 
	20

	Fraud Hotline
	-
	 
	8

	Funding Checks/Grant Claims
	-
	 
	25

	NFI Responsibilities
	-
	 
	20

	AUDIT MANAGEMENT
	 
	 
	 

	Implementation Review
	-
	 
	8

	Probity
	-
	 
	25

	Audit Administration/Advice
	-
	 
	8

	Audit Committee
	-
	 
	6

	Audit Management/Planning/Reporting
	-
	 
	10

	External Audit Liaison
	-
	 
	3

	CONTINGENCY
	-
	 
	8

	TOTAL CONTRACT DAYS
	 
	 
	530

	ADDITIONAL CONTRACTED WORK
	 
	 
	 

	Benefit Certification (estimated)
	-
	 
	30


A copy of the Internal Audit Plan for 2010/11 had been considered by the Committee and they requested that it also be brought back to the next meeting in September and that Members reserve their right to make adjustments or ask questions on the report.

RESOLVED:- (i) To approve the Plan for 2010-2011; and

(ii) That a further report be brought back to the next meeting of the Audit Committee in September to enable further questions or adjustments by Members.

11 – Internal Audit – Asset Management Position Statement regarding a previous report

The Borough Treasurer reported that at the previous meeting, Members had expressed concerns regarding an Internal Audit report relating to asset management.
A statement was attached to the Borough Treasurer’s report which updated Members on the issues raised previously.

Internal Audit had prepared an updated position on Recommendation 5, concentrating on the documentation currently available for the original sample of properties.
	Ref
	Narrative

	5
	The recommendation stated that:

The Council should introduce procedures to ensure that a record is made and retained of all discussions, negotiations, agreements reached and instructions issued prior to formally:

a) acquiring or disposing of assets; and

b) leasing out its properties. 

(Priority 2)

Internal Audit’s review identified that the current position on the properties sampled in the original audit was as follows:

i) Freehold Acquisitions:

The sample comprised six acquisitions.

a) All six acquisitions were approved by the Executive Committee;

b) The Council’s interest in all six properties has been registered with the Land Registry;

c) All six properties have been added to the Council’s Asset Register and included in its financial accounts;

d) The six assets have been added to the Estates section’s Technology Forge register with relevant documentation, including title deeds;
e) All purchases were supported by valuations: in the case of land at Brady’s Warehouse for the Link Road Phase 2 scheme, the purchase price was based on uprating the value of a smaller portion of land;

f) Documentation for the purchase of land at Brady’s Warehouse was held in the Regeneration section; and

g) Invoices connected with the acquisition of the assets were held within the Borough Treasurer’s Department

ii) Freehold Disposals:

The sample comprised ten freehold disposals, including four right to buy (RTB) sales and a minor land disposal.

a) Disposals were approved by the Executive Committee where necessary;

b) The assets have been removed from the Council’s Asset Register and accounted for correctly, with the exception of the minor land sale which was de minimis;

c) The Technology Forge register has been updated for the property disposals; 

d) No valuation could be produced for the disposal of land at Bessemer Way, which was agreed in 2006;

e) Internal Audit did not test whether valuations had been obtained for the four RTB sales as this is an unavoidable stage of the process, nor for the minor land sale;

f) Valuations were filed for the remaining four disposals; and

g) Details of the financial transactions were held within the Borough Treasurer’s Department.

iii) Property Leases: 

The sample comprised nine leases of Council properties and one lease taken out by the Council.  The issues raised in recommendation 5 of the audit report relate to documentation which could only be produced at the time of the transaction, so the position remains unchanged from that reviewed at audit, i.e.
a) Six files contained no relevant correspondence or notes relating to the process which resulted in the lease being agreed.  Two files contained proposed heads of terms, while a further two files contained some correspondence with the prospective tenants;

b) Three files did not record that an external solicitor had been appointed to act on behalf of the Council;
c) Lease agreements have been drawn up in each case and retained on the Technology Forge asset register;

d) The lease arrangements have been notified to the Borough Treasurer’s and Housing Departments as appropriate, together with Liberata;

e) Rents were being collected per the agreements for those properties managed by the Estates Section; and

f) Review or renewal dates have been recorded in the Technology Forge Asset Register in order to prompt action.


After considering the update, Members welcomed the view taken by Internal Audit and were keen for them to follow it up.  
As the appropriate Director for the Estates Department, the Director of Corporate Services informed the Committee that he would follow this matter up further.
RESOLVED:- (i) That the report be received; and

(ii) That the Director of Corporate Services look further into the matters and concerns raised by the Committee.

12 – 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.  There were eleven final reports appended for consideration.  Assurance levels for these reports were Restricted - 2 and Substantial - 9, as follows:-

	No.
	Report
	Assurance level
	Major issues
	Important issues
	Minor issues
	Previous issues

	1
	Barrow  Public Park
	Restricted
	3
	2
	-
	-

	2
	Contract Probity
	Restricted
	2
	3
	-
	-

	3
	Code of Connection
	Substantial
	-
	5
	-
	-

	4
	Housing Rents
	Substantial
	-
	-
	5
	2

	5
	Payroll
	Substantial
	-
	-
	-
	8

	6
	Payables
	Substantial
	-
	-
	2
	3

	7
	Receipts Book
	Substantial
	-
	1
	1
	-

	8
	Council Tax
	Substantial
	-
	-
	2
	-

	9
	NNDR
	Substantial
	-
	-
	2
	-

	10
	Performance Management
	Substantial
	-
	1
	3
	-

	11
	Receivables
	Substantial
	-
	3
	1
	-


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

RESOLVED:- That the information be noted.

13 – Review of Financial Regulations

The Borough Treasurer reported that the Financial Regulations had been reviewed and it had been concluded that no amendments were necessary at this time.

The Regulations were published on the Council’s website and were part of the Constitution.

RESOLVED:- That it be noted that a review of the Financial Regulations had taken place and that no amendments were necessary at this time.

14 – Internal Audit – Final Report

The Borough Treasurer reported that an audit had been carried out on the Council’s catering arrangements at the Dock Museum.  As a result of the audit it had been concluded that there were significant weaknesses which put some of the system objectives at risk.  Two Priority 1 recommendations had been made, eight Priority 2 recommendations made, and one Priority 3 recommendation.
The Council’s Internal Audit Manager attended the meeting to present the report to Members and discuss recommendations made with regards to this audit report.

The Committee requested that an update be provided on this matter at the next meeting of the Audit Committee in September.

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

(ii) That an update report be brought back to the next meeting of the Audit Committee in September for Members’ information.

The meeting closed at 4.19 p.m.

