BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE







Meeting Thursday 24th September, 2015






at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Harkin (Vice-Chair), Callister (in attendance to part way through Minute No. 23), Gawne, Seward and Sweeney.
Officers Present:- Sue Roberts (Director of Resources), John Penfold (Corporate Support Manager), Brook Parsons (Corporate Support Assistant) and Sharron Rushton (Democratic Services Officer).
Also present were Jackie Bellard and Neil Krajewski from Grant Thornton and Keith Jackson from Internal Audit.
14 – Declarations of Interest
Councillor Burns declared an other registrable interest in Agenda Item No. 7 – Craven House Roofing (Minute No. 17).  She was a Member of Cumbria County Council.
15 – Minutes

The Minutes of the meeting held on 18th June, 2015 were taken as read and confirmed.
16 – Apologies for Absence/Attendance of Substitute Members
An apology for absence had been received from Councillor Murray.
Councillor Sweeney had attended as a substitute for Councillor Murray for this meeting only.

17 – Craven House Roofing
The Director of Resources reported that the Craven House roofing project had been previously listed as a contract audit on the Internal Audit progress report.  The report summarised a report presented to the Executive Committee on 9th September, 2015 explaining the removal of the project from the Internal Audit progress report.  The report also provided a summary of the project review and an amendment to the Contract Standing Orders, proposed to Council.

The Borough Council owned Craven House and had multiple tenants in occupation.  When approached by the County Council to utilise the vacant top floors it became apparent that roofing works were required for the benefit of all tenants.  The County Council discussed an internal refurbishment project with the Borough Council during which Borough Officers identified the roofing works.  It was agreed at the Executive Committee on 20th March, 2013 that the County Council procured and managed the project as a whole.

To summarise, the project review report included:
· £1.3m scheme of internal and external refurbishment by Cumbria County Council prior to occupancy of top floors;

· Selection of contractor in line with Borough Contract Standing Orders;

· Pre-tender estimate agreed with Borough Officers;

· Budget £300k, cost £290k; and

· Borough Council holds certificate of guarantee (25 years) for the roof coating system.

The project had been delivered successfully and under budget.  Usually at this stage Internal Audit would have performed a contract audit based on the Responsible Officer completing the Contract Monitoring Checklist.  On this occasion the Checklist was not appropriate for various reasons including:

· The tendering was not performed by the Borough Council;

· The contract for works was not with the Borough Council;

· The contract was not managed by the Borough Council; and

· The project sign-off did not sit with the Borough Council.

These key events in a project were covered by the Contract Management Checklist.  The Checklist would be largely incomplete.

The report to the Executive Committee included a proposed amendment to the Borough Council Contract Standing Orders to allow the Executive Committee to consider and approve any future Contract Standing Order arrangements with public sector bodies.  Any diversion from the Borough Council Contract Standing Orders in this respect would be specified at the outset for Executive Committee approval, and would identify any project falling outside the contract audit requirements placed on Internal Audit.

For the Craven House roofing project, the Executive Committee endorsed the Contract Management Checklist exemption and as reported there had been no deviation from the Borough Council Contract Standing Orders.
The report submitted to the Executive Committee on 9th September, 2015 was attached as an appendix to the report for information.
RESOLVED:- To note the report.

18 – Internal Audit Final Reports
The Director of Resources 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.

There had been three final reports appended for consideration.  The reports included and their assurance levels were as follows:-
1. Car Park Meter Income – Substantial Assurance;
2. Procurement – Restricted Assurance; and
3. Mobile Computing – Substantial Assurance.
Members considered the reports and raised their concerns with the Head of Internal Audit.
RESOLVED:- To note the Internal Audit Final Reports.

19 – Internal Audit Progress Report
The Director of Resources reported that the Internal Audit Progress Report for the period 1st April, 2015 to 11th September, 2015 had been produced by the Head of Internal Audit.

The Head of Internal Audit attended the meeting to present the report to Members.

There had been six Priority 1 recommendations since the previous Audit Committee.
The report contained a Statistical Summary of the number of Audit Recommendations (42).  It was noted that 41 recommendations had been Fully Accepted including all Priority 1, and 1 recommendation had been Partly Accepted.  Each of the recommendations had been assigned a Priority Grade 1-3, 1 being Major Issues and 3 Minor Issues. 6 had been rated Priority 1, 28 had been rated Priority 2 and 8 had been rated Priority 3.

RESOLVED:- That the report be received.

20 – Monitoring Priority 1 Recommendations

The Corporate Support Manager 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 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. 

There were two Priority 1 recommendations in the kennels report:-
1. The Council should ensure that all receipt books were retained and were available for inspection when required.

The Streetcare Manager had a process in place for retaining the kennels receipt book but at this stage there wasn’t a written procedure. The current receipt book was in operational use at the kennels and was available for inspection.

2. The Council should ensure that all receipts issued by Officers were from an official receipt book provided by the Finance Department.
The Streetcare Manager had been issued with an official receipt book in June 2015 which was currently in operational use at the kennels.
There was also a Priority 1 recommendation in the Housing Rents report:-
1.
The Business Support Manager should provide an explanation for the apparent divergence from Government guidance regarding annual rent increases; and confirm it was an isolated case.
The Business Support Manager explained that:
The correct increase was applied. Authority to bring forward convergence to target rents was sought and granted through the correct channels. This was because the Council became aware that the opportunity to converge would end. The Council would continue to make recommendations/listen to representations which were for the good of the HRA and ultimately tenants.
The Government provide guidance on rent setting - not an instruction.
There was an outstanding priority recommendation from the Business Continuity report:-
1. The Council should produce a formally approved and up to date Business Continuity Plan.

ICT disaster recovery arrangements were in place and were being tested. A regular testing programme was being developed to ensure that the arrangements were robust. Testing would take place in October 2015.
RESOLVED:- To note the report.
21 – Risk Management
The Corporate Support Manager attached as an appendix to his report the Risk Register for 2014/15.  He reported that the Register continued to focus on business critical risks which were under the control of the Council. 

It was noted that Management Board had reviewed the Register and made a number of changes.

Management had agreed a number of Operational Risks and these were attached as an appendix to the Corporate Support Manager’s report.  Minor changes to the wording of Operational Risks 6 and 7 had been made.

RESOLVED:- To note the report.
22 – Assurance Statement
The Corporate Support Manager provided Members with the output from the analysis of the departmental assurance statements from 2014/15.

The report provided evidence to support the Annual Governance Statement Service Managers completed assurance statements to demonstrate that they were aware of assurance controls that needed to be in place. 
The responses from these assurance statements had been reviewed and the outputs were detailed in the report.
This year 17 of the 17 service areas returned completed questionnaires.

The out-puts from the questionnaire were analysed by the Assurance Group.  Analysis of the information indicated that there were no significant assurance issues but that there was scope for some improvement and an action plan would be developed to address this.

It was clear that all Managers undertook some form of risk assessment, financial management and performance management. They had mechanisms in place to deal with issues and complaints. Where applicable they had some mechanism for monitoring the performance of contractors.
An analysis of the questionnaires was detailed in the report.

RESOLVED:- To note the report.
23 – Statement of Accounts and Annual Governance Statement 2014-2015
The Director of Resources reported that the Accounts and Audit Regulations required the draft Statement of Accounts to be made available to the External Auditors by 30th June each year.  This date had been met and the Statement had been placed on the Councils website by that date.

The Statement of Accounts 2014/15 must be approved by this Committee before 30th September, 2015.

The Statement of Accounts had been appended to the report.  A revised copy of the Annual Governance Statement was distributed at the meeting for separate consideration along with the Letter of Representation for approval.
It was noted that the External Auditor was required to report to this Committee on the conclusions of the Audit, noting any adjustments made to the draft Accounts as published.
This was the Audit Findings report which had also been appended to the report with two adjustments noted at the meeting.  Subject to Members agreeing the Letter of Representation, the External Auditor would give an unqualified Audit Opinion.
The External Auditors Team had undertaken the audit in a professional and constructive manner and the Director of Resources took the opportunity to thank the Audit Team.

Statement of Accounts
The Director of Resources reported that Statement of Accounts summarised the Authority’s transactions for the 2014-2015 financial year and its position at 31st March, 2015.  The Statement of Accounts was intended to provide readers with clear information about the Council’s finances and comply with the Code of Practice.

The audited Statement of Accounts was attached to the report for information.  In approving the Statement of Accounts, Members were asked to undertake a review using their knowledge of the Council together with the External Auditor’s report and raise any questions.

The Explanatory Foreword summarised the key issues in the accounting statements.  The General Fund result for the year was a contribution to the Restructuring Reserve of £74k and a contribution to the fund balance of £300k; bringing the General Fund balance to the risk-assessed minimum.  For the Housing Revenue Account the result was a surplus of £36k which increased the fund balance.

The Council’s net worth had decreased from £94m to £92.8m.  This was largely due to an increase in the pension liability offset by increases in the value of property, plant and equipment and the balance of short term investments at year-end.

The outturn for 2014-2015 was reported to the Executive Committee on 29th July, 2015 and a separate session was held with Members of the Audit Committee on 16th September, 2015.

The key areas to review in the Statement of Accounts were:-

· Statement of Responsibilities – this preceded the Accounting Statement and set out the responsibilities of the Authority and of the Director of Resources in respect of the Statement of Accounts.  The purpose of the Statement of Responsibilities was to confirm that the Statement of Accounts had been prepared in accordance with proper practices;

· Movement in Reserve Statement – this showed the movement in the year on the different reserves held by the Authority, analysed into ‘usable reserves’ (those that could be applied to fund expenditure or reduce local taxation) and unusable reserves;
· Comprehensive Income and Expenditure Statement – this showed the accounting cost in the year of providing services in accordance with generally accepted accounting practices, rather than the amount to be funded from local taxation;

· Balance Sheet – this showed the value as at the Balance Sheet date of the assets and liabilities recognised by the Authority.  The net assets of the Authority (assets less liabilities) were matched by reserves held by the Authority;

· Cash Flow Statement – this showed the changes in the Authority’s cash and cash equivalents during the year;

· Notes to the Main Accounting Statements – these included a summary of the significant accounting policies and other explanatory information;

· Housing Revenue Account and Notes – this reflected the statutory obligation to maintain a Revenue Account for Local Authority housing provision in accordance with Part 6 of the Local Government and Housing Act 1989; and

· Collection Fund and Notes – this was an agent’s statement that reflected the statutory obligation for the Authority, as a billing authority, to maintain a separate Collection Fund.

Letter of Representation

The purpose of this letter was to provide assurance to the External Auditors on relevant and significant matters relating to the financial year.  The Letter of Representation was issued to disclose the material facts affecting the 2014-2015 transactions of the Council.  A copy of the Letter of Representation had been appended to the report.

Annual Governance Statement

The Annual Governance Statement (AGS) needed to be published alongside the Statement of Accounts, although it did not form part of it.  The Annual Governance Statement had been presented to this Committee on 18th June, 2015 and following discussions with Management Board, the Assurance Group, the Monitoring Officer, the Head of Internal Audit and the External Auditor, minor amendments had been made.  A revised copy of the Annual Governance Statement had been distributed to Members at the meeting for Members to approve and authorise the Chairman of this Committee to sign on behalf of the Council.
RESOLVED:- (i) To receive the Statement of Accounts for 2014-2015;

(ii) To receive the External Auditor’s Audit Findings Report;

(iii) To approve the audited accounts and authorise the Chairman of this Committee to sign on behalf of the Council;
(iv) To receive the Annual Governance Statement;

(v) To approve the Annual Governance Statement and authorise the Chairman of this Committee to sign on behalf of the Council; and

(vi) To approve the Letter of Representation and authorise the Chairman of this Committee and the Director of Resources to sign on behalf of the Council. 

24 – Local Government Ombudsman Annual Letter 2015
The Corporate Support Manager reported that the Ombudsman issued an annual review letter to Council’s reviewing complaints against the Authority.  

During 2014/15, a total of nine complaints/enquiries had been received.  He advised that this year the Ombudsman had not provided the detailed breakdown of complaints/enquiries.

A copy of the letter and annual statistics had been appended to the report.

RESOLVED:- To note the report.

The meeting closed at 3.10 p.m.
