BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE







Meeting Wednesday 15th June, 2016






at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Gawne and Sweeney.
Officers Present:- Susan Roberts (Director of Resources), John Penfold (Corporate Support Manager), Kim Fisher (Procurement Officer), Brooke Parsons (Corporate Support Assistant) and Sharron Rushton (Democratic Services Officer).
Also present were Neil Krajewski from Grant Thornton and Keith Jackson from Internal Audit.
1 – Minutes

The Minutes of the meeting held on 3rd March, 2016 were taken as read and confirmed, subject to the following:-
It be noted that the External Audit Plan was ongoing and not completed as referred to in Minute No. 41.

2 – Apologies for Absence/Attendance of Substitute Members
Apologies for absence had been received from Councillors Murray and Seward and Jackie Bellard from Grant Thornton.
Councillor Sweeney had attended as a substitute for Councillor Seward for this meeting only.

3 – Audit Committee Terms of Reference

The Director of Resources reported that the Audit Committee Terms of Reference were set out in the Council’s Constitution and had been reported to this Committee to provide Members with the framework of the Committee’s business and responsibilities.  She advised that there were no changes from 2015-2016.

RESOLVED:- To note the Audit Committee Terms of Reference as set out in the Council’s Constitution.

4 – 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 had attended the meeting to present the reports to Members.

There had been four final reports appended for consideration.  The reports included and their assurance levels were as follows:-
1. Risk Management – Substantial Assurance;
2. Accounts Receivable – Substantial Assurance;
3. Gas Safety – Unqualified Assurance; and
4. Backup, Recovery and Disaster Recovery Planning – Substantial Assurance.
Members considered the reports and raised their concerns with the Head of Internal Audit.

RESOLVED:- To note the Internal Audit Final Reports.

4 – Internal Audit Annual Report
The Council’s Internal Audit Manager attended the meeting and presented the Internal Audit Annual Report for 2015-2016 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 Public Sector Internal Audit Standards (PSIAS).  The Head of Internal Audit’s formal annual report presented an opinion on the overall adequacy and effectiveness of the internal control environment, and

a) Included an opinion on the overall adequacy and effectiveness of the organisations framework of governance, risk management and control;
b) Disclosed any qualifications to that opinion, together with the reasons for the qualification, including impairment or restriction in scope;

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 judges 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 2015/16 year opinion was that the Annual Report provided reasonable assurance that the organisation’s framework of governance, risk management and control predominantly operated satisfactorily during 2015/16.  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, these mainly related to areas of contract management and control.  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:

· Procurement (incl. Ordering); and

· West Shore Coastal Defence 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 and reflected the assurance provided from all sources both internal and external.

Progress Against 2015/16 Annual Plan
A detailed analysis of the current situation regarding the 2015/16 Plan had been appended to the Internal Audit Annual Report.

The assessment of auditable areas had identified 79 systems, which covered the Council’s operations.  The audit coverage achieved in the period, compared to the audit plan, is set out in the table below.  The difference in planned coverage compared to actual mainly related to changes made to the audit plan to accommodate requests for an increased number of contract audit reviews.  In addition, significant Housing Benefit Grant Certification testing had been completed which was not reflected in these figures, all of which had been included within regular progress reports issued to this Committee.

	
	Percentage of systems covered
	Percentage of risk covered

	
	2015/16
	2014/15
	2015/16
	2014/15

	Planned
	33%
	38%
	61%
	77%

	Achieved
	33%
	39%
	61%
	80%


The following table summarised the assurance levels records in final reports relating to the years 2015/16 and 2014/15.  The majority of Council systems had achieved the level of Substantial Assurance:-
	Final Reports
	Total
	Unqualified

Assurance
	Substantial Assurance
	Restricted

Assurance
	No

Assurance

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

	2015/16
	30
	3
	10
	25
	83
	2
	7
	0
	0

	2014/15
	24
	1
	4
	21
	88
	2
	8
	0
	0


A summary of the number of audit recommendations made in the Internal Audit Final Reports issued during 2015/16 along with the Management responses were as follows:-
	Recommendations
	Total
	Priority 1
	Priority 2
	Priority 3

	Made 2015/16
	92
	7
	55
	30

	Fully Accepted
	88
	7
	52
	29

	Partly Accepted
	4
	0
	3
	1

	Not Accepted
	0
	0
	0
	0


During the year Internal Audit had reported on the implementation of 95 agreed audit recommendations made in previous reports.  The results were as follows:-
	
	Fully Implemented
	Not Implemented
	Overtaken By Events
	TOTAL

	2015/16
	42
	46
	7
	95

	2014/15
	37
	36
	14
	87


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 2016/17.

RESOLVED:- To note the Internal Audit Annual Report for 2015/16.
5 – External Audit Progress and Update Report 
Neil Krajewski attended the meeting to present the report to Members.  The report provided the Committee with details on current issues and developments that had been produced by External Auditors.

The report provided the Committee with details on progress in delivering responsibilities as External Auditors.  It also included a summary of emerging national issues and developments that may be relevant to the Council; and included a number of challenge questions in respect of these emerging issues which the Committee considered.

Progress as at June 2016

· Fee Letter – Members had been requested to note that the External Audit Fee Letter was included as an Agenda Item for this meeting (Minute No. 6);

· Accounts Audit Plan – This had been presented to the Audit Committee in March 2016;
· Interim Accounts Audit – The understanding of the Council’s control environment and financial systems had been documented.  The External Auditors had completed walkthroughs of the key financial systems and had undertaken early substantive testing covering the following areas:
· Employee remuneration (payroll);

· Operating expenses (payables)

· Certification Audit – Officers submitted the unaudited claim to the Department of Work and Pensions in advance of the published deadline of 30th April, 2016.  Internal Audit had commenced their detailed testing of cases selected in accordance with the agreed methodology.

RESOLVED:- To receive and note the External Audit Progress and Update report for June 2016.
6 – External Audit Fee Letter
A copy of the External Audit Fee letter for 2016/17 had been appended to the report for information.  Neil Krajewski of Grant Thornton attended the meeting to explain that the Main Audit fee was £51,119 for 2016/17.  This was the same as the previous year.

Together with the Grant Certification fee of £13,733 the total External Audit fee was £64,852 for 2016-2017.

The billing schedule was as follows:-

	Main Audit Fee
	£

	September 2016
	12,779.75

	December 2016
	12,779.75

	March 2017
	12,779.75

	June 2017
	12,779.75

	Total
	51,119

	
	

	Grant Certification
	

	March 2017
	13,733


RESOLVED:- To note the External Audit Fee for 2016/17.
7 – Audit Committee Update

The Director of Resources submitted a report providing an update on the 2015/16 Accounts together with an update on current issues and developments.

Statement of Accounts 2015/16
The Director of Resources reported that the ledgers had been closed for 2015/16 and the Finance Department were finalising the Statement of Accounts and supporting documentation.  The unaudited Statement of Accounts and Annual Governance Statement would be published by 30th June, 2016 deadline.
Actions from 2014-2015
The actions from 2014-2015 were appended to the report.  The timing of some actions had been revised:

· Disaster Recovery - from March/April 2016 to July/Autumn 2016

· Testing of disaster recovery arrangements; and
· Business Continuity rollout.

· Procurement - from April/May 2016 to Autumn 2016

· Review purchasing procedure and provide training; and
· Ensure compliance with purchasing and contracting.

· Budget Strategy - from July 2016 to September 2016.
RESOLVED:- To note the information.

8 – Annual Review of Internal Audit
The Director of Resources reported that Regulation 6 of the Accounts and Audit Regulations 2015 required relevant authorities to conduct a review of the effectiveness of its system of internal control at least once a year.  Regulation 6 also required the findings of the review of the system of internal control to be considered by this Committee.  

Internal Audit must comply with the proper practice as defined by the Code of Practice issued by the Chartered Institute of Public Finance and Accountancy (CIPFA).  This Code was recognised in the Accounts and Audit Regulations as proper practice.

For the year 2015/16 a review of the effectiveness of Internal Audit had been undertaken and the Director of Resources was satisfied that the Internal Audit service was effective.

RESOLVED:- To endorse the review.
9 – Annual Review of Audit Committee Effectiveness
The Director of Resources reported that the Chartered Institute of Public Finance and Accountancy (CIPFA) had recommended that an assessment be undertaken by the Audit Committee to ensure that its effectiveness was regularly reviewed.

The annual review of Audit Committee effectiveness has been undertaken by the Chairman with the Director of Resources.  CIPFA had recommended that this could be achieved by using an evaluation checklist such as CIPFA’s Toolkit for Local Authority Audit Committees.  A copy of which had been appended to the report and had been reviewed by the Director of Resources and there had been no issues to address.
RESOLVED:- To endorse the review.
10 – Annual Governance Statement
The Corporate Support Manager reported that the Council had responsibility for ensuring that Council business was conducted with 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 the Council considered its governance arrangements to be.

The Annual Governance Statement was presented in draft form and some areas would be populated prior to the Final version being presented in September.

The following members of staff were involved in preparing the Annual Governance Statement for 2015/16:
Executive Director: Head of Paid Services;
Director of Resources: S151 Officer;
Assistant Director - Community Service;
Assistant Director - Regeneration and the Built Environment;
Assistant Director – Housing;
Democratic Services Manager: Monitoring Officer;
Internal Audit Manager; and
Corporate Support Manager

The Annual Governance Statement had been attached as an appendix to the Corporate Support Manager’s report.
RESOLVED:- To agree that the Annual Governance Statement and supporting evidence be submitted to the External Auditors for their consideration.
11 – Risk Management Report
The Corporate Support Manager reported that  Management Board reviewed and identified key corporate and operational risks for the Council at their meeting on 21st April, 2016.  The updated risk registers, reflected the Management Board’s assessment of significant risks to the Council.

The Corporate Risk Management Register had been reviewed and the following changes had been made:

· Corporate Risk 2 - 2016/1 (Future finance stability and sustainability of the Council). The mitigating actions had been re-written to reflect changes to the MTFP. This may require further changes once a Budget Strategy was agreed. The mitigated risk score had been increased from 16 to 20. 

· Corporate Risk 4 – 2016/1 (Level of sickness worsens). Minor changes had been made to the impact to include additional costs if the Council had to employ temporary staff. Mitigating actions had been updated to reflect changes to the Absence Management Policy.

· Corporate Risk 5 – 2016/1 (Impact of welfare changes). Responsibility for this risk had been moved from Assistant Director - Housing to Management Board because this impacted on the whole Council. 

· Corporate Risk 6 - 2016/7 (Delivery of the water front regeneration programme). The potential impact had been updated to reflect current opportunities.

· Corporate Risk 10 – 2016/1 (Effective workforce planning). This was a new risk which recognised the need to recruit and develop staff to meet the future needs of the Council. 

The Corporate Risk Register for 2016/17 was appended to the Corporate Support Manager’s report.
Members requested further information and clarity regarding Corporate Risk 1 2016/1 Legislative changes will impact on the Housing Revenue Account Income.

The Operational Risk Register had been reviewed, 1 risk (Inadequate cash flow for operational purposes) had been removed because it was no longer considered a significant risk. 

RESOLVED:- (i) To note the information; and
(ii) To request the Assistant Director – Housing arrange a presentation on how legislative changes would impact on the Housing Revenue Account Income when further information and clarity became available.

12 – 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 was one Priority 1 recommendation from the West Shore Coastal Defence audit report (CR96) and progress against this was detailed in the appendix attached to the Corporate Support Manager’s report.

There was an outstanding Priority 1 recommendation from 2012/13 relating to the Council’s Business Continuity arrangements and progress against this was detailed in the appendix attached to the Corporate Support Manager’s report.
RESOLVED:- (i) To note the information; and

(ii) To remove West Shore Coastal Defence CR96 from the Priority 1 recommendations.
The meeting closed at 3.00 p.m.
