BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE







Meeting Thursday 15th September, 2016






at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Gawne, Murray and Seward.
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 Jackie Bellard and Maeve Morgan from Grant Thornton and Keith Jackson from Internal Audit (Minute Nos. 13, 14, 21 and 22 only).
13 – Minutes

The Minutes of the meeting held on 15th June, 2016 were taken as read and confirmed.
14 – Apologies for Absence/Attendance of Substitute Members
Apologies for absence had been received from Councillor Callister and Neil Krajewski from Grant Thornton.
15 – Audit Committee Assurance
The Director of Resources reported that the External Auditor had requested that the Chairman of the Audit Committee explained how the Audit Committee gained assurance from management.  This request was attached to the report along with the Chairman’s response.
RESOLVED:- To receive and endorse the Chairman’s response.

16 – Statement of Accounts
The Director of Resources reported that the Statement of Accounts summarised the transactions for 2015-2016 and the Council’s financial position as at 31st March, 2016.  The Statement of Accounts was intended to provide readers with clear information about the Council’s finances and use of resources over the year.

The audited Statement of Accounts was attached as an appendix to the report.  The report was an executive summary of the Narrative Report, which was itself a summary of the Statement of Accounts.

In accordance with the Accounts and Audit Regulations, the draft Statement of Accounts was made available to the External Auditors, Grant Thornton, by 30th June, 2016, and was published on the Council’s website.  

The audited Statement of Accounts incorporated revisions from the audit and must be approved by the Audit Committee by 30th September, 2016, and be published alongside the Annual Governance Statement.

Narrative Report

2015-2016 introduced the Narrative Report and removed the finance focussed Explanatory Foreword from the Statement of Accounts.  The Narrative Report requirements had been reflected in the content and structure for 2015-2016 and this would continue to develop as best practice emerged.
The Narrative Report contained information about the Council itself in terms of location, environment, population and economy.  The corporate achievements for 2015-2016 were included and were:-
	Housing: choice and quality
	Regeneration & Public Realm: enhancement

	· 95 private sector properties were refurbished with Cluster of Empty Homes funding.

· The authority improved the residential frontage through the Rawlinson Street group repair scheme.

· The authority published its Local Plan Preferred Options draft.

· The authority agreed the release of land in its ownership for housing development.

· The authority secured £48k New Lives grant to fund supported housing for female victims of domestic abuse with the Women’s Community Matters.
	· The authority refurbished Thorncliffe crematorium and chapel.

· The authority agreed to be the Local Trusted Organisation for the £650k Cavendish Park Pavilion and Community Room project with the Barrow Island Community Sports Trust.

· The authority secured £10k to support Art Gene in forming a Coastal Community Team.

· The authority committed £20k funding towards a town centre traffic management study.

· Site access for Marina Village was approved through the Local Enterprise Partnership.

	Local Economy: long term security
	Service Delivery: value for money

	· The authority secured £865k of Coastal Communities Fund for the supply chain project.

· The authority awarded 6 shop front grants.

· A Business Improvement District was agreed by the town centre retail and business community.

· The Waterfront remediation work was granted planning permission.

· The authority delivered support for low income families through council tax support (4,089 households), discretionary housing payments (188 recipients) and disabled facilities grants (67 grants).

· The authority agreed support for Universal Credit with the DWP and the Citizens Advice Bureau.

· The authority provided welfare advice and assistance to its tenants.

· The authority secured £483k from Public Health England with The Well Community Interest Company (CIC).
	· The authority achieved and sustained the 2012-2016 Budget Strategy reductions of £5m.

· Park Leisure Centre online bookings were introduced.

· The Customer Services Strategy was approved.

· Performance appraisals were completed for all staff.

· The absence management policy was approved.

· The second annual staff survey was completed.

· The authority’s IT network infrastructure and data lines were upgraded.

· The replacement Housing Management System project was initiated.

· The integrated HR and Payroll System project was initiated.


Corporate aims and achievements were monitored by the Executive Committee which also monitored service performance indicators.  The primary indicators were shown, with the previous year included for comparison:
	2014/15
	Description
	2015/16

	17.9 days

17.7 days

5.2 days

5.3 days
	Average time to process:

· new housing benefit claims

· new council tax support claims

· changes in circumstances for housing benefit claims

· changes in circumstances for council tax support claims
	16.2 days

16.2 days

4.9 days

5.3 days

	33.6%
	Average household recycling
	31.5%

	60%
	Major planning applications processed within 13 weeks
	61.5%

	94%
	Land charge searches completed within 5 working days
	95.2%

	96.76%
	Council tax collected
	96.85%

	98.69%
	Business rates collected
	98.73%

	3.6%
	Housing stock current tenant rent arrears
	3.3%

	78.4%
	Housing stock responsive fabric repairs completed on time
	86.6%

	12.32 days
	Sickness averaged per employee
	9.76 days


The Narrative Report contained the following financial headlines for 2015-2016:

· The £5m reduction in the General Fund revenue costs, achieved through the delivery of the 2012-2016 Budget Strategy was sustained in 2015-2016.  

· The General Fund revenue account was balanced with a contribution to earmarked reserves of £508k:  

· £217k of reserves was used as planned and in accordance with matters reported to the Executive Committee for 2015-2016.

· An unplanned £725k was added to reserves at year-end from:

· Housing benefit subsidy subject to audit £241k; and

· Service cost savings, reductions and additional income £484k:

· it was necessary to place £173k of this into the business rate income volatility reserve to fund known liabilities; and 

· the £311k balance was added to the budget contingency reserve.

· The service cost savings, reductions and additional income were all reviewed and determined to be a mixture of items already brought into the 2016-2017 budget setting process or were one-off items that will not recur.

· Detailed analyses of the service area variances and the use of reserves were presented to the Executive Committee on 27th July, 2016.  

· The Housing Revenue Account used some of its accumulated fund balance to pay for the housing maintenance commitment which was reported to the Executive Committee on 2nd December, 2015, and also reduced the voluntary provision to repay debt for 2015-2016.

· The Council’s share of the Collection Fund for the year was a surplus of £108k for council tax and a deficit of £935k for business rates; these are distributed in later years.  

· The accumulated surplus for council tax at 31st March, 2016, was £198k and the accumulated deficit for business rates £1.301m; the business rate income volatility reserve stands at £1.301m at 31st March, 2016.

· The Balance Sheet presents the Council’s net worth and this has decreased by £4.6m, largely attributable to the decrease in the pension liability of £3.9m.

· Usable reserves have decreased by a net £1.3m:

· £0.5m increase in General Fund reserves

· £0.2m reduction in Housing Revenue Account reserves

· £1.6m reduction in capital reserves

· The Capital Programme of £3.2m was financed without any new borrowing.

· For the Treasury Portfolio:

· Debt remained at £39.5m; £13.4m General Fund and £26.1m Housing Revenue Account.  

· Temporary investments generated £140k for 2015-2016 and at 31st March, 2016, £11m was invested, short term, with financial institutions.

· Provisions were all reviewed at the year end and after the required adjustments, were judged to be sufficient; bad debt provisions and the business rate appeals provision.

The Narrative Report included a note on the financial resilience of the Council and the steps taken to ensure it would be financially resilient.  The primary actions were to agree a 2016-2020 Budget Strategy that eliminated the £2.37m deficit projected in the Medium Term Financial Plan, to refresh the Council Plan and Objectives that flow from the Council Priorities, and to refresh the Workforce Development Strategy incorporating the new Human Resources software which would provide workforce and resource planning information to managers.

The Council’s workforce consisted of 250 posts, 197 in the General Fund and 53 in the Housing Revenue Account.  The posts were worked by 203.16 full time equivalents, 154.81 in the General Fund and 48.35 in the Housing Revenue Account.  The Workforce Development Strategy presented the Council’s plans and ambitions for its staff.
Sections within the Statement of Accounts

The other sections within the Statement of Accounts were the same as previous years and contained further information on the financial performance for 2015-2016:

· Statement of Responsibilities – for the Council and for the Director of Resources.

· Movement in Reserves Statement – summary of the movement during the year for usable and unusable reserves and the statutory adjustments required arriving at the council tax requirement (dwelling rent setting for the Housing Revenue Account).

· Comprehensive Income and Expenditure Statement – summary of all services’ accounting costs for the year.

· Balance Sheet – the value of the Council’s assets and liabilities at the year end, the net assets were matched by the reserves held at the year end.

· Cash Flow Statement – the changes in the Council’s cash and cash equivalents for the year, these were split between operating, investing and financing activities.

· Notes to support the main accounting statements.

· The Housing Revenue Account and supporting notes.

· The Collection Fund and supporting notes (council tax and business rates).

The Committee thanked the Director of Resources, the Finance Team and the External Audit Team for the hard work involved in completing the Statement of Accounts.

RESOLVED:- To receive the Statement of Accounts for 2015-2016.
17 – Assurance Statements
The Corporate Support Manager provided Members with the output from the analysis of the departmental assurance statements from 2015/16.  

The Council was required to publish an Annual Governance Statement (AGS) on the effectiveness of its internal control framework.

The report provided evidence to support the Annual Governance Statement.  Service Managers had been requested to complete an assurance questionnaire which demonstrated that they were aware of assurance controls that needed to be in place.  The questionnaires also provided an overview of whether staff were aware of and knew how to access a range of key Council policies.

This year the questions were revised to provide a more complete picture of assurance and identify areas for improvement.  All 16 service areas returned completed questionnaires which provided a good overview of the current level of assurance.

The outputs from the questionnaire were analysed by the Corporate Support Department and the information indicated that there were not any significant assurance issues.

It was clear that all managers and staff had a good understanding of the budget strategy and financial management, dealing with complaints and identifying skill requirements within their team.  There was scope for some improvement particularly around performance monitoring, staff meetings and contracts.

An analysis of the assurance gathering questions was detailed in the report.

RESOLVED:- To note the report.
18 – Annual Governance Statement
The Director of Resources provided Members with an updated Annual Governance Statement for 2015/16.

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 the Council considered the governance arrangements to be.

The following members of staff were involved in preparing the Annual Governance Statement for 2015/16:-
· Executive Director

· Director of Resources: S151 Officer

· Assistant Director of Community Services

· Assistant Director of Regeneration and the Built Environment

· Assistant Director of Housing

· Members of the Governance Group

· Internal Audit, Manager

· Democratic Services Manager: Monitoring Officer

· Corporate Support Manager

The Annual Governance Statement was presented to this Committee in June and following discussions with the Auditor from Grant Thornton, the Internal Audit Manager and the Assurance Group only minor amendments had been made.

The Annual Governance Statement for 2015/16 and links to the evidence supporting the statement were attached as appendices to the report.
RESOLVED:- To receive the Annual Governance Statement.
19 – Audit Findings Report

Jackie Bellard attended the meeting to present the audit findings report to Members.  The report highlighted any significant items arising from the audit process for the benefit of the Audit Committee.

The External Auditor was required to issue the report at the conclusion of the audit, noting any adjustments made to the draft accounts as published. 
Subject to Members agreeing the Letter of Representation, the External Auditor would give an unqualified audit opinion.

The External Auditors had not had to alter or change their order approach, which was communicated in the Audit Plan and presented to the Audit Committee on 3rd March, 2016.
The audit was substantially completed although procedures were being finalised in the following areas:-
· Obtaining assurance over the receipt of amounts held in the Balance Sheet at 31st March, 2016 in respect of Council Tax, Business Rates and Housing Rent debtors;

· Obtaining and reviewing the management Letter of Representations;

· Review of the final version of the Annual Governance Statement;

· Updating the post balance sheet events review, including consideration of significant Business Rate appeals settled after the year-end to the date of signing the opinion; and
· Providing the assurance statement in respect of the Whole of Government Accounts return.
With effect from the 2017/18 financial year, a change in the regulations governing the audit timetable comes into effect.  Authorities would be required to publish their unaudited accounts by 31st May and the audit would need to be concluded by 31st July.  The External Auditors were currently discussing with management whether there was scope to undertake a ‘dry run’ next year in advance of the implementation of the new timetable.

The External Auditors had reviewed the Council’s narrative report.  They had agreed some changes with the Director of Resources so that appropriations to and from earmarked reserves were disclosed more concisely to help users of the statements interpret the information provided.  They confirmed that, in the majority of areas, the content recommended by CIPFA had been incorporated.

Looking forward to next year, management had agreed to consider including:-
· Details of forward plans, particularly with regard to the capital programme and the sources of funding available to support that programme; and

· Details of the interest payable for the year and consideration of the position presented in the Council's cash flow statement.

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.
RESOLVED:- To receive the Audit Findings report.

20 – Approvals and Letter of Representation
The Director of Resources submitted a report containing the Council’s Letter of Representation and requested the approval to also sign the Statement of Accounts 2015-2016 and Annual Governance Statement 2015-2016.

Statement of Accounts

After considering the Audit Findings Report for 2015-2016, Members were recommended to approve the audited Statement of Accounts for 2015-2016 and to authorise the Chairman of this Committee to sign on behalf of the Council.

Annual Governance Statement

After considering the Annual Governance Statement for 2015-2016, Members were requested to authorise the Chairman of this Committee to sign on behalf of the Council.

Both of these documents would be published on the Council’s website, once the Audit Certificate was provided.

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 2015-2016 transactions of the Council; the letter was attached as an appendix to the report.  There were no significant issues to highlight.

Members were asked to consider and approve the Letter of Representation and authorise the Director of Resources and the Chairman of this Committee to sign on behalf of the Council.

Acknowledgement

The Director of Resources thanked all of the Officers involved in both the finance and governance work carried out during 2015-2016 and the audit process.

The Director of Resources also thanked the Grant Thornton team for carrying out the audit in a professional and constructive manner.  The structure of the audit process fit well with the Council’s resources and the Director of Resources was grateful that the Council were able to agree that process at the outset.

RESOLVED:- (i) To approve the audited accounts and authorise the Chairman of this Committee to sign the sign the Statement of Accounts for 2015-2016 on behalf of the Council;
(ii) To approve the Annual Governance Statement for 2015-2016 and authorise the Chairman of this Committee to sign on behalf of the Council; and

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

21 – 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 four final reports appended for consideration.  The reports included and their assurance levels were as follows:-
1. Barrow Town Hall Roof and Stonework Repairs – Substantial Assurance;
2. Re-Roofing Units 9 & 10 James Freel Close – Restricted Assurance;
3. Housing Maintenance - Responsive Repairs – Substantial Assurance; and
4. Housing Maintenance - Gas Servicing – Substantial Assurance.
Members considered the reports and raised their concerns with the Head of Internal Audit.

The Council’s Internal Audit Manager was requested to provide complete figures from all of the contractors who had submitted tenders for the Barrow Town Hall Roof and Stonework Repairs so comparisons could be analysed.

RESOLVED:- (i) To note the Internal Audit Final Reports; and

(ii) That the Council’s Internal Audit Manager provide complete figures for the Barrow Town Hall Roof and Stonework Repairs.
22 – Internal Audit Progress Report
The Director of Resources reported that the Internal Audit Progress report for the period 1st April, 2016 to 2nd September, 2016 had been produced by the Internal Audit Manager.
The Council’s Internal Audit Manager attended the meeting to present the report to Members.
There had been one Priority 1 recommendation since the previous Audit Committee.

The report contained a Statistical Summary of the number of Audit recommendations (22).  It was noted that 17 recommendations had been Fully Accepted including all Priority 1, and 5 recommendations had been Partly Accepted.  Each of the recommendations had been assigned a Priority Grade 1-3, 1 being major issues and 3 minor issues. 1 had been rated a Priority 1, 18 had been rated Priority 2 and 3 had been rated Priority 3.

RESOLVED:- That the report be received.
23 – Risk Management Report
The Corporate Support Manager attached as an appendix to his report the Risk Register for 2016/17.  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 on 24th August, 2016 and no material changes were made.

The Operation Risk Register for 2016/17 was also attached as an appendix to the Corporate Support Manager’s report.
RESOLVED:- To note the report.

24 – Accounts Receivable
The Director of Resources reported that at the Audit Committee meeting on 15th June, 2016 Members had requested an update on the recommendations set out in the Internal Audit final report for Accounts Receivable.  The Financial Services Manager had prepared this update for Members.

The recommendations and updates were set as follows:-

	Recommendation
	Update

	The Council should ensure that reports of outstanding invoices are produced each month for distribution to the relevant cost centre managers for review and follow-up
	Java issues had prevented the use of updated Discoverer software used to produce the reports.  This has now been resolved.  Reports have been produced each month from October 2015 onwards.  

	The Council should ensure that unrecovered debts are referred to DWF on a timely basis
	Referrals are now being made on a regular basis, with the most recent in July 2016.

	The Council should ensure that regular updates are obtained from DWF which are routinely documented.
	DWF have been asked to provide regular updates.  A “Debt Recovery” mailbox folder has been created, which can be accessed by all Finance staff.  DWF e-mails are saved in here.

	The Council should ensure for each “invoice batch run” the debtor database and print batch totals are reconciled and evidenced by a signature (relates to single invoices raised for The Mall).
	Implemented.  Documents are now being signed.

	The Council should ensure that credit/cancellation of invoices are only performed when requested by an authorised officer (one re-bill request was sent directly from a third party organisation, one request was made by a member of staff not on the authorised signatory list).
	The request from the third party organisation should have been referred to the officer who raised the debt originally (the replacement invoice was paid in October 2015). The request from an unauthorised member of staff was an oversight which has been pointed out to the individual and the department concerned.  Staff have been reminded to refer to the authorised signatory list when processing transaction requests.

	The Council should regularly monitor arrangements to pay invoices by instalments to ensure they are being consistently maintained (an arrangement was made in December ’15 but no payment received in December or January and no reminder was issued.  Instalment reviews have not always been formally noted).
	A reminder should have been issued in January.  Instalments have subsequently been paid and a revised plan made.  The monitoring of instalments is now formally noted.

	The Council should ensure that up to date documented procedures are produced and reviewed regularly (some procedures are dated as far back as 2010 and there was no evidence that the procedures had been reviewed for some time). 
	The Recovery Officer has been asked to review all procedures and to note the date of review or amendment as a footer to each document.

	The Council should ensure recovery action is performed in accordance with the Recovery Process (from a sample of 10 invoices, all had received reminders but one had not been referred for further action).
	Non-referral was an oversight.  The debt was subsequently referred and paid in full.

	Outstanding items identified in the Sundry Billing & Recovery Review undertaken by Internal Audit in August 2014.  

i. 6 issues relating to Oracle functionality (Lockbox, small balances on Dunning Letters, manual identification of referrals, manual checking of authorisation limits, statements, manual invoice creation)

ii. E-invoicing

iii. Lack of additional customer information from Touchtone payments

iv. Write-offs only performed once each year

v. Recovery Officer’s knowledge not shared with other staff

vi. Use of template spreadsheet for debt referrals

vii. No central record of referred debts 
	i. These issues will be considered as part of the planned Oracle upgrade with proposed implementation in the first half of 2017-18.

ii. If this is not addressed as part of (i) IT will be asked to consider use of Transform to achieve this.

iii. This functionality does not exist within the current system.

iv. Write-offs will be performed more regularly.

v. Use of shared mailbox and network area means that Receivables information is widely accessible.

vi. This has been implemented.

vii. These details are now stored in a shared network area.


RESOLVED:- To receive the report.
25 – Local Government Ombudsman Annual Letter 2016
The Corporate Support Manager reported that the Ombudsman issued an annual review letter to Council’s reviewing complaints against the Authority.  During 2015/16, a total of nine complaints/enquiries had been received.  He advised that the Ombudsman had not provided the detailed breakdown of complaints/enquiries.

A copy of the letter and the annual statistics had been appended the report.
RESOLVED:- To note the report.

The meeting closed at 3.30 p.m.
