BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE







Meeting Thursday 22nd December, 2016






at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Callister, Gawne, Murray, Seward and Sweeney.
Officers Present:- Susan Roberts (Director of Resources), John Penfold (Corporate Support Manager), Brooke Parsons (Corporate Support Assistant), Sharron Rushton (Democratic Services Officer) and Katie Pepper (Democratic and Electoral Services Apprentice).
Also present were Jackie Bellard from Grant Thornton and Keith Jackson from Internal Audit.
26 – 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 items of business on the grounds that they involved the likely disclosure of exempt information as defined in Paragraph 3 (Minute No. 41) of Part One of Schedule 12A of the said Act.

27 – Declarations of Interest
Councillor Callister declared an other registrable interest in Agenda Item 18 – Barrow Playing Fields Association as he offered advice on an ad hoc basis to the Association via the Lancashire FA.

28 – Minutes

The Minutes of the meeting held on 15th September, 2016 were taken as read and confirmed.
29 – Apologies for Absence/Attendance of Substitute Members
Apologies for absence had been received from Councillor Blezard and Neil Krajewski from Grant Thornton.  Councillor Sweeney replaced Councillor Blezard for this meeting only.
30 – 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 the Committee for consideration.

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

There had been nine final reports appended for consideration.  The reports included and their assurance levels were as follows:-

1. Barrow Cemetery NW Extension – Restricted Assurance

2. Housing Stock Condition Survey – Restricted Assurance

3. IT Service Desk – Substantial Assurance

4. Leisure Centre – Substantial Assurance

5. Council Tax and Council Tax Support – Substantial Assurance

6. National Non Domestic Rates – Substantial Assurance

7. Budgetary Control – Unqualified Assurance

8. Treasury Management – Unqualified Assurance

9. Housing Rents – Substantial Assurance

Members considered the reports and raised their concerns with the Council’s Internal Audit Manager.
RESOLVED:- To note the Internal Audit Final Reports.
31 – 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 Council’s Internal Audit Manager.

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

There had been three Priority 1 recommendations since the previous Audit Committee.

The report contained a Statistical Summary of the number of Audit recommendations (48).  It was noted that 41 recommendations had been Fully Accepted and 7 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. 4 had been rated a Priority 1, 35 had been rated Priority 2 and 9 had been rated Priority 3.

The Council’s Internal Audit Manager reported that the Fraud Hotline was a well used service and presented the following statistics to Members:-

Fraud Hotline Calls

	
	Revenues/

Benefit related
	Staff Related
	Other
	Total

	2016/17

(April – December)
	38
	2
	3
	43

	2015/16

(Full year)
	52
	0
	5
	57


The Council’s Internal Audit Manager reported that the Public Sector Internal Audit Standards (PSIAs) required Internal Audit to be measured in terms of performance.  The indicators below provided information over the arrangements and effectiveness of Internal Audit.
	Indicator
	2016/17

	1
	Percentage of Draft reports issued within 10 working days of completion of audit fieldwork.
	100%

	2
	Percentage of Management Responses received within 20 working days of issue of the Draft report.
	71%

	3
	Percentage of Final reports issued within 10 working days of receipt of management response.
	100%

	4
	Percentage of Priority 1 and Priority 2 Recommendations acceptable to the audit client.
	100%


The Chairman thanked the Internal Audit Team for all the work carried out.

RESOLVED:- That the report be received.
32 – External Audit Annual Letter for the year ended 31st March, 2016
The External Auditor presented the Annual Audit Letter for the year ended 31st March, 2016.  A copy of the Annual Audit Letter had been appended to the report.  The letter summarised the key findings which had arisen from the following works the External Auditor had carried out at the Council for the year ended 31st March, 2016:-
· Financial Statements;

· Audit (including Audit opinion);

· Audit Fee;

· Value for Money; and
· Conclusion

The Audit conclusions were as follows:-

· An unqualified opinion on the Council’s accounts which gave a true and fair view of the Council’s financial position as at 22nd September, 2016 and its Income and Expenditure for the year; and

· An unqualified conclusion in respect of the Council’s arrangements for securing the economy, efficiency and effectiveness in its use of resources.

Key Areas for Council Attention
· The Council should develop a Performance Management Framework for the Council’s Economic Development activities to articulate the links between the Partnerships and projects in which the Council was engaged and the Council’s overall Strategic Plan;

· The Council should agree a Forward Plan for each major saving scheme in the new Budget Strategy so that Management and Members understand the timetable for taking the key decisions which would determine how savings were to be realised.

RESOLVED:- To receive the External Auditor’s report.

33 – External Audit – Certification Work
The External Auditor presented the certification report for 2015/2016.  They explained that they were required to certify certain claims and the returns submitted by the Council.  The certification typically took place 6-9 months after the claim period and represented a final but important part of the process to confirm the Council’s entitlement to funding.
They had certified one claim for the financial year 2015/16 relating to Housing Benefits.  The certification report had been appended to the report.  The work on this claim indicated that the Council had appropriate arrangements to compile and complete claims for audit certification on a timely basis.  However, the detailed work identified a number of errors which led them to qualify the claim.

The work on Housing Benefits required them to undertake a series of tests to certify the return that the Council submitted to the Department of Work and Pension (the DWP) setting out the total amount of subsidy to be claimed.  The total subsidy claimed by the Council in 2015/16 was £20.32 million with corresponding expenditure of £20.44 million to claimants.  The £20.32 million subsidy received included £0.32 million for the administration of Housing Benefits.

In accordance with the instructions agreed with the PSAA and the DWP the Auditors undertook a programme of testing.  The instructions required them to test initial samples for each of the three main benefit types, Rent Rebates, Non-Housing Revenue Account Rent Rebate and Rent Allowance.  They were then required to complete follow-up testing based on errors identified in the initial sample and errors identified as part of certification work undertaken in the previous year.  This year the follow-up work consisted of an examination of a further sample of 542 cases comprising 15 distinct samples.  Each sample corresponded to a type of error identified in either the prior year or the current year and the areas covered focussed principally on the assessment of claimant income, the classification of overpayments and the assessment of eligible rent.
The approach to the design of the follow-up testing took account of management’s response to a recommendation the Auditors made in the prior year and indicated additional quality checks could be undertaken prior to submission of the claim.  The purpose of these checks was to mitigate the financial risk to the Council arising from a qualified claim.  The additional checks undertaken comprised a review of all high-value overpayments.  The Auditors reviewed this work and were satisfied that it provided the necessary assurance that there were no errors affecting these cases.  This meant that they could focus the follow-up work described above on lower-value overpayments.  This benefitted the Council by eliminating the risk that errors concerning high-value overpayments would result in a high level of error when extrapolated across the claim as a whole.

Full details of all claims and returns subject to certification had been provided in the letter appended the report.

The qualification letter was issued on 29th November, 2016 ahead of the deadline of 30th November, 2016.  The indicative grant claim certification fee for 2015/16 for the Council was based on the final 2012/13 certification fee, reflecting the amount of work required by the Auditor to certify claims and returns in the year, as adjusted to remove fees relating to claims which no longer required certification.  The indicative scale fee set by the Audit Commission for the Council for 2015/16 was £13,360.  The 542 additional cases and the work the Auditors undertook to review management’s checks on high value overpayments represented an increase on the equivalent testing undertaken in previous years.  On this basis, the Auditors had agreed with management that an additional fee of £5,785 would be levied to reflect the extra work undertaken.
RESOLVED:- To receive the External Auditors report.
34 – External Audit Progress and Update Report
The External Auditors had produced a progress and update report to Members.
The report provided the Committee with details of the Auditors progress in delivering their responsibilities as External Auditors.  This also included a summary of emerging national issues and developments that may be relevant to the Council as well as a number of challenge questions in respect of those emerging issues which the Committee may wish to consider.

A table of progress as at 13th December, 2016 had been presented as follows:-

	Work Undertaken
	Expected Date of Completion
	Comments

	Fee Letter

We issued the ‘Planned fee letter for 2016/17 in April 2016
	April 2016
	We issued our fee letter earlier this year.

	Accounts Audit Plan

We are required to issue a detailed accounts audit plan to the Council setting out our proposed approach in order to give an opinion on the Council's 2016-17 financial statements.
We also inform you of any subsequent changes to our audit approach.
	March 2017
	We will present our Audit Plan for 2016/17 to the Audit Committee at its meeting in March 2017.

	Interim accounts audit

Our interim fieldwork visit includes:

• updating our review of the Council's control environment

• updating our understanding of financial systems

• review of Internal Audit reports on core financial systems

• early work on emerging accounting issues

• early substantive testing
	January - March 2017

	We plan to undertake our interim audit work in January 2017. Any significant matters arising from that work will be presented as part of Audit Plan in March 2016



	Certification Audit
• We are required to certify the Council’s Housing Benefit claim
	30 November 2016
	We certified the Council’s 2015/16 Housing Benefits Claim on 29th November, 2016 ahead of deadline of 30 November 2016.  The outcome of our certification work is included as a separate item on the agenda for today’s meeting.

	

	2016/17
	Expected Date of Completion
	Comments

	Final Accounts Audit

Including:

• audit of the 2016-17 financial statements

• proposed opinion on the Council's accounts


	Planned for June - July
2017

	We have been discussing the timetable for undertaking our final accounts fieldwork with management. Subject to management being able to provide the draft accounts by 31 May 2017, we anticipate commencing our fieldwork in June so that we can report our findings to the Audit Committee in July 2017.

	Value for Money (VfM) conclusion

The scope of our work has changed and is set out in the final guidance issued by the National Audit Office in November 2015. The Code requires auditors to satisfy themselves that; "the Council has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources".
The guidance confirmed the overall criterion as; "in all significant respects, the audited body had proper arrangements to ensure it took properly informed decisions and deployed resources to achieve planned and sustainable outcomes for taxpayers and local people".
The three sub criteria for assessment to be able to give a conclusion overall are:

• Informed decision making

• Sustainable resource deployment

• Working with partners and other third parties
	February - July 2017
	We plan to commence our value for money risk assessment in early 2017. We will report any significant risks identified as part of our Audit Plan in March 2017.


Members of the Audit Committee were reminded that they could find further useful material on the Grant Thornton website where they had a section dedicated to their work in the Public Sector.

RESOLVED:- To receive the External Auditor’s report.

35 – Barrow Town Hall Roof
The Director of Resources reported that at the Audit Committee on 15th September, 2016, the Internal Audit final report for the Barrow Town Hall roof and stonework repairs was presented.  Members asked for additional information on the 11.7% difference between the final account and the agreed contract.

The Final Account of £753,086.89 for this contract exceeded the agreed contract sum of £674,237.00 by £78,849.89 (11.7%).  The difference had arisen as a net result of:

· the inclusion of a significant number of additional items (as authorised by Architect’s Instructions): £123,686.38;
· the omission of various items included within the agreed contract (as authorised by Architect’s Instructions): £4,291.21; and
· all provisional sums/quantities included in the agreed contract being excluded from the Final Account: £40,545.28.

A number of the larger value additional items were as follows:

· Add slates to Phase 2 roof Q (part new slate): £16,043.50;

· Lead cladding to sides of lift plantroom: £12,900.00;

· Board out scaffold to allow for external painting.  Additional cost to carry out extra painting: £9,460.00;

· Allowance for re-measure of roof slate areas to Phase 1 roofs: £10,774.93;

· Painter to proceed on site with mastic to windows on an hourly rate (£15).  Remove only loose mastic and replace to suit.  Painter to record hours each week for Architect's approval.  Where windows have already had silicone applied the painter to remove what was loose and then re-silicone: £9,872.60; and

· Roof repairs to Banqueting Hall: £6,425.84.
RESOLVED:- To receive the report.
36 – Ombudsman Report
The Director of Resources reported that at the Audit Committee on 15th September, 2016 the Ombudsman letter for the Council was presented and Members asked for a wider picture to provide some context for the level of Ombudsman complaints.

The Ombudsman issued an annual report for Local Government and the headline messages were:-
· 19,702 complaints and enquiries, which was a similar level to the previous year;
· Upheld 51% of detailed investigations, which had increased from 46% the previous year;
· Area most complained about was education and children’s services; and
· Also saw the biggest increase in percentage terms (13%) in complaints and enquiries about education and children’s services.

The Ombudsman complaints for the Cumbrian districts were presented in the following tables.  The first table shows the complaints received by service area (assigned by the Ombudsman).  The second table shows the decisions or outcomes made in 2015-2016; these were not always going to be the complaints received in the same period so there were differences between the tables.

Table 1
	Authority
	Adult Social Care
	Benefits & tax
	Corporate & other services
	Environmental services, public protection & regulation
	Highways & transport
	Housing
	Planning & development
	Other
	Total

	Allerdale BC
	1
	2
	1
	2
	0
	0
	23
	0
	29

	Barrow BC
	0
	5
	0
	1
	0
	0
	3
	0
	9

	Carlisle DC
	1
	3
	2
	1
	0
	2
	3
	0
	12

	Copeland BC
	0
	2
	0
	4
	0
	0
	2
	0
	8

	Eden DC
	0
	2
	1
	3
	0
	1
	11
	0
	18

	South Lakeland DC
	0
	1
	1
	2
	0
	0
	6
	0
	10



Table 2

	Authority
	Invalid or incomplete
	Advice given
	Referred back for local resolution
	Closed after initial enquiries
	Not upheld
	Upheld
	Uphold rate %
	Total

	Allerdale BC
	0
	0
	4
	6
	0
	20
	100%
	30

	Barrow BC
	0
	0
	5
	0
	4
	1
	20%
	10

	Carlisle DC
	0
	0
	3
	3
	3
	0
	0%
	9

	Copeland BC
	0
	0
	3
	3
	2
	0
	0%
	8

	Eden DC
	0
	0
	7
	1
	8
	1
	11%
	17

	South Lakeland DC
	0
	1
	2
	6
	1
	0
	0%
	10


For the Council there were 9 complaints received in the year.  Of the decisions made in 2015-2016 relating to Council complaints, 50% were settled locally and 1 of the 5 complaints that was not settled locally was upheld by the Ombudsman (20%), 4 were not settled or upheld.
RESOLVED:- To receive the report.

37 – Auditor Appointment
The Director of Resources reported that upon the ending of the Audit Commission, the Secretary of State for Communities and Local Government delegated statutory functions (from the Audit Commission Act 1998) to Public Sector Audit Appointments Limited (PSAA) on a transitional basis by way of a letter of delegation issued under powers contained in the Local Audit and Accountability Act 2014.

Under these transitional arrangements, the PSAA was currently responsible for appointing auditors to local government, police and local NHS bodies, for setting audit fees and for making arrangements for the certification of housing benefit subsidy claims.

The transitional arrangements had been extended by one year for local government and police bodies, so PSAA would continue to be responsible for appointing the auditors for the audit of the accounts for 2017-2018.  Confirmation of the auditor appointment for 2017/18 was attached to the report for confirmation.
In July 2016, the Secretary of State for Communities and Local Government specified PSAA as an appointing person under Regulation 3 of the Local Audit (Appointing Person) Regulations 2015.  This meant that PSAA could make auditor appointments for audits of the accounts from 2018-2019 of principal authorities that choose to opt into its arrangements.
PSAA had invited local authorities to become an opted in authority in accordance with the Regulations.  The length of the compulsory appointing period was the 5 consecutive financial years commencing 1st April, 2018.

The decision to become an opted-in authority must be taken in accordance with the Regulations, which was by the Members of an authority meeting as a whole.  This was presented to the Executive Committee on 30th November, 2016, for decision at Council in January 2017.

RESOLVED:- To receive the report.

38 – Audit Committee 2017-2018
The Director of Resources reported that the Statement of Accounts for 2017-2018 must be closed by 31st May, 2018 and be audited and issued by 31st July, 2018.

In order to prepare for the challenging timeframe, Officers had undertaken a review of current processes, attended various training and best practice events and also had ongoing discussions with the external auditors.  It was the Council’s intention to close the 2016-2017 accounts by 31st May, 2017, in order to test out the adapted processes and procedures.

In terms of the Audit Committee this would mean a meeting at the end of July 2017 (Thursday 27th) was required at which the Statement of Accounts, Annual Governance Statement, Letter of Representation and Annual Governance Report would all be presented for the issue or publication to occur by 31st July, 2017.

Members were recommended to agree this approach to the 2016-2017 closedown and also to agree that the Director of Resources liaised with the Chairman and Democratic Services Manager in setting the Audit Committee dates for the 2017-2018 municipal year.

RESOLVED:- (i) To agree the early closedown approach for the 2016-2017 accounts; and
(ii) To agree that the Director of Resources liaise with the Chairman and Democratic Services Manager in setting the Audit Committee dates for the 2017-2018 municipal year.

39 – 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 in November 2016 and no material changes were made.

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

40 – Monitoring Priority 1 Recommendations
The Corporate Support Manager reported that Internal Audit undertook reviews of Council’s systems as defined in the annual audit plan. The audit conclusion may include Priority 1 recommendations which related to major issues that needed to be brought to the attention of senior management.  Senior managers considered the recommendations and determined whether to accept or reject them.  If the recommendation was accepted the manager was agreeing to implement the recommendation.

To ensure all agreed Internal Audit Priority 1 recommendations were implemented in a timely manner they were now tracked by Management. 

There was one ongoing Priority 1 recommendation relating to the re-roofing of Units 9 and 10 on James Freel Close.  This related to partial completion of the Contract Management Checklist and payment of the final account before completion of the audit review.  There was no action to be taken regarding this specific case but arrangements had been put in place by the Assistant Director of Regeneration and Built Environment to ensure that the process was more robust in the future.

RESOLVED:- To note the report.

41 – Barrow Playing Fields User Association

The Director of Resources reported that at the Audit Committee on 15th September, 2016, Members had requested a briefing note on the Barrow Playing Fields User Association (Association).  

The Association was responsible for the general maintenance of playing surfaces, cleanliness and shower facilities within changing rooms and the provision of sports furniture and line marking, in relation to publicly owned football pitches throughout the Borough.
The Council supported the Association’s costs with an annual grant (grass cutting duties were undertaken as part of the Council’s grounds maintenance contract).

Grants paid to the Association by the Council, receipts generated and payments incurred were detailed within the report.

Members agreed that the service was of value and without it sport within the Borough would reduce significantly.

It was noted that Development Services were undertaking an audit of playing pitches and sports facilities within the Borough.  The Director of Resources agreed to report findings of the survey back to this Committee when completed.

RESOLVED:- (i) To receive the report; and

(ii) That the Director of Resources present findings of the playing pitches and sports facilities survey to the Audit Committee when completed.
The meeting closed at 2.40 p.m.
