BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE







Meeting Thursday 23rd March, 2017






at 2.00 p.m.

PRESENT:- Councillors Seward (Vice-Chairman), Gawne and Sweeney.
Officers Present:- Susan Roberts (Director of Resources), John Penfold (Corporate Support Manager), Kim Fisher (Contracts and Procurement Officer), Brooke Parsons (Corporate Support Assistant), Keely Fisher (Democratic Services Officer) (for Minute Nos. 42-44 only ), Sharron Rushton (Democratic Services Officer (from Minute No. 44) and Katie Pepper (Democratic and Electoral Services Apprentice).
Also present were Jackie Bellard, Gareth Kelly and Neil Krajewski from Grant Thornton and Keith Jackson from Internal Audit.
42 – Minutes

The Minutes of the meeting held on 22nd December, 2016 were taken as read and confirmed.
43 – Apologies for Absence/Attendance of Substitute Members
Apologies for absence had been received from Councillors Burns, Blezard and Callister.
Councillor Sweeney had attended as a substitute for Councillor Burns for this meeting only.
44 – 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 had attended the meeting to present the reports to Members.

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

1. Accounts Receivable – Substantial Assurance

2. Income Collection – Substantial Assurance

3. Cash Floats and Receipting Controls – Substantial Assurance

4. Accounts Payable – Substantial Assurance

5. Payroll – Substantial Assurance

6. Risk Management – Substantial Assurance

7. Housing Benefits – Substantial Assurance

8. Cumbria Housing Partners: Housing Maintenance - Void Repairs (2016-2019) – 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.
45 – Internal Audit Progress Report

The Director of Resources reported that the Internal Audit Progress report for the period 1st April, 2016 to 10th March, 2017 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 no Priority 1 recommendations since the previous Audit Committee.

The report contained a Statistical Summary of the number of Audit recommendations (61).  It was noted that 53 recommendations had been Fully Accepted and 8 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, 41 had been rated Priority 2 and 16 had been rated Priority 3.

RESOLVED:- That the report be received.

46 – Internal Audit Annual Plan
The Director of Resources reported that the Internal Audit Annual Plan for 2017-2018 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.

A copy of the Internal Audit Plan for 2017-2018 had been appended to the report.

RESOLVED:- That the Internal Audit Annual Plan for 2017-2018 be agreed.
46 – External Audit – Committee Update
Neil Krajewski of Grant Thornton presented the Audit Committee Update report to Members.  The report provided the Committee with details of the Auditor’s progress in delivering their responsibilities as External Auditors.  It 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 10th March, 2017 had been presented as follows:-

	Work Undertaken
	Expected Date of Completion
	Comments

	Fee Letter

We are required to issue a 'Planned fee letter for 2016/17' by the end of April 2016 
	April 2016
	The fee letter was issued in April 2016

	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

	March 2017
	The Audit Plan is a separate item on the agenda for today’s meeting 

	Interim accounts audit

Our interim fieldwork visit includes:

• updating review of the Council's control environment

• updated understanding of financial systems

• review of Internal Audit reports on core financial systems

• early work on emerging accounting issues

• early substantive testing
• Value for Money conclusion risk assessment


	December 2016 - March 2017

	We commenced our interim audit in December 2016. As part of an initial visit we updated our documentation relating to the Council's key accounting systems. We also completed walk through testing to confirm the expected controls were in place in relation to those systems which are associated with the risks set out in our audit plan.

We are currently completing the second phase of our interim work which comprises detailed testing of transactions recognised in the first eleven months of the financial year. As part of this work, we will also review the proposed prior year adjustment in respect of the changes to the presentation of income and expenditure which CIPFA have introduced this year.


	

	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
• proposed Value for Money conclusion

• review of the Council’s disclosures in its financial statements against the Code of Practice on Local Authority Accounting in the United Kingdom 2016/17

	June and July 2017

	We have agreed with the Director of Resources that we will commence our post statements fieldwork in June 2017 with a view to reporting the outcome of our work to the Audit Committee in July 2017. We plan to issue our audit opinion by 31st July 2017.

	Value for Money (VfM) conclusion

The scope of our work is unchanged to 2015/16 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
	March - June 2017
	The outcome of our initial risk assessment is reported as part of the Audit Plan which is an item on the agenda for today's meeting. We have commended our detailed work on the risks identified and will report our findings as part of our Audit Findings Report which will be presented to the Audit Committee in July 2017


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

47 – External Audit Annual Plan
The Director of Resources reported that External Audit Plan for the year ended 31st March, 2017 was complete and was attached as an appendix to the report.

RESOLVED:- To agree that the External Audit Plan for the year ended 31st March, 2017 be accepted.
48 – Audit Committee Update
The Director of Resources submitted a report providing an update on finance and governance related issues.

Protecting the Public Purse
The second Protecting the English Public Purse (PEPP 2016) report by The European Institute for Combatting Corruption and Fraud (TEICCAF) had been published in January 2017.

For England the total value of fraud types for 2015/16 were**:
	Fraud Type
	No. of Cases Investigated
	Value of investigation

	
	2014/15
	2015/16
	% Var
	2014/15
	2015/16
	 
	% Var 

	Housing Benefit
	27,300
	13,830
	    -49.34 
	£ 109,707,000.00
	£ 52,500,000.00
	 
	-52.15 

	Tenancy
	2,993
	2,787
	     -6.89 
	£ 53,874,000.00
	£ 50,200,000.00
	 
	-7.32 

	Right to Buy
	411
	2,253
	   448.26 
	£ 30,200,000.00
	£ 46,400,000.00
	 
	34.91 

	Council Tax
	48,000
	79,283
	    65.17 
	£ 18,600,000.00
	£ 31,400,000.00
	 
	68.82 

	Business Rates
	171
	233
	    36.45 
	£ 1,100,000.00
	£ 2,700,000.00
	 
	145.45 

	Procurement
	86
	167
	    93.80 
	£ 2,300,000.00
	£ 3,850,000.00
	 
	67.39 

	Insurance
	473
	787
	    66.31 
	£ 9,200,000.00
	£ 7,500,000.00
	 
	-18.48 

	NRPF
	444
	183
	    -58.71 
	£ 7,100,000.00
	£ 5,700,000.00
	 
	-19.72 

	Other
	
	2,407
	
	
	£ 11,800,000.00
	

	Councillor/Employee
	
	367
	
	
	£ 330,000.00
	


** Variable figures used and RTB and Tenancy split in this table.
** Fraud stats are calculated based on the 60% sample we achieved.
** RTB is calculated on the figure provided by the LA, NOT the Notional Figure.
The Borough Council’s cases included in the table were 7, all Housing Benefit (prior to the Single Fraud Investigation Service) with a value of £57,000.
TEICCAF had developed a checklist and had recommended that all authorities undertook it as a self-assessment:

	Description
	Tick as appropriate

	Every local authority undertakes an assessment of its financial irregularity, fraud & corruption risk
	(
Anti-Fraud Policies

Risk Register

	This assessment is reported to its senior management board and members. The assessment must be included in the authorities risk management process and the responsibility of the appropriate portfolio holder.
	(
Anti-Fraud Policies

Risk Register

	An annual response plan is created to mitigate the identified risk and should include;
· Prevention
· Detection
· Redress
	(
Anti-Fraud Policies

	Ensure that proportionate resources are in place to meet the requirements of the response plan.
	(
Internal Audit Plan

	Professionally trained, accredited investigators will require appropriate knowledge/training in all areas of identified risk throughout the authority.
	(
Skills required are in place.

	Compile a programme of both proactive and reactive work in line with the identified risk.
	(
Internal Audit Plan

Annual financial reviews and spot checks

	Ensure you have appropriate and proportionate defences against new and emerging risk.
	(
Anti-Fraud Policies

NAFN & NFI

	A Counter Fraud and Corruption policy is required and reviewed annually.  This must be communicated to the whole authority.
	(
Anti-Fraud Policies

	Fraud awareness sessions for all staff delivered, at least annually.
	(
Service specific

Policies communicated

	The Investigations team keeps adequate records and frequently reports to senior management on its work and findings.
	(

	Any identified areas of weakness must be highlighted and reported to each department.
	(


The Council’s Anti-Fraud Polices were kept under continuous review for regulatory changes, best practice and any improvements coming from actual incidents and their resolution.

External Audit Contract

Following the Full Council decision on 17th January, 2017, Public Sector Audit Appointments Ltd had confirmed that the Council was an opted-in authority for the purposes of the appointment of a local auditor under the provisions of the Local Audit and Accountability Act 2014 and the requirements of the Local Audit (Appointing Person) Regulations 2015.  The opt-in covered a period of five years from 1st April, 2018.

Housing Benefit Certification

From 1st April 2018, Public Sector Audit Appointments (PSAA Ltd) would no longer oversee or appoint auditors for Housing Benefit Certification work.  From then on, the DWP would assume responsibility for issuing guidance and providing support for this assurance process - however, the DWP would not appoint auditors on behalf of local authorities.

Local authorities would need to procure the services from an ICAEW (Institute of Chartered Accountants) accredited accounting firm (the same firms that were currently involved) for this work.  The deadline for this appointment would be 1st March, 2018, for the 2018-2019 subsidy year.  Opting into the Sector-Led Body arrangement with PSAA Ltd for the appointment of auditors for final accounts, does not include the assurance of Housing Benefit Certification work, this must be procured separately.

Following consultation with key stakeholders, including a number of Local Authority representatives, the DWP would publish the full Housing Benefit Certification assurance guidance including engagement instructions and detailed testing instructions on gov.uk by 31st March, 2017.

The quantum of work would remain unchanged, current procedures for testing would remain the same with the initial samples of 20 cases and additional 40+ testing where required and so on.

Once the guidance and instructions were available the Director of Resources would progress this matter.  The Director of Resources would also liaise with colleagues through the Cumbria Chief Finance Officers Group.

Audit of 2015-2016

The Audit Findings Report relating to 2015-2016 identified a number of actions for management which were accepted and an implementation date and responsibility were agreed.

The current position was set out in the table attached to the report.

Statement of Accounts 2016-2017

The timetable for the Statement of Accounts 2016-2017 had been prepared.  Members would recall that the Statement of Accounts for 2017-2018 must be prepared by 31st May, 2018, audited and issued by 31st July, 2018.  To prepare for that the Council had brought the timetable forward and the Audit Committee on 27th July, 2017, would receive the Statement of Accounts for 2016-2017; and Annual Governance Statement.

Officers in the Finance Department had attended the annual closedown events.  The Accountancy Services Manager had agreed where the Councils estimation processes could be speeded up without any material impact on the figures produced, and where data could be gathered earlier than previous years; these alterations had been discussed with the Director of Resources and with the External Auditors.

There were a number of changes in the Code of Practice on Local Authority Accounting in the United Kingdom 2016/17 (Code).  The main changes that directly impacted the Borough Council were the amendments to reflect the understandability of local authority financial statements – the Narrative Report was introduced with the 2015-2016 Statement of Accounts; and the amendments to reflect the new formats and reporting requirements for the Comprehensive Income and Expenditure Statement and the Movement in Reserves Statement and to introduce a new Expenditure and Funding Analysis as a result of the Telling the Story review of the presentation of local authority financial statements. 

The reporting and monitoring of Council finances would be mirrored in the statements within the Accounts and these generally, apart from a handful of cost centres, followed the lines of responsibility of Management Board.
Policy Reviews

The Audit Committee Work Plan included an update on the review of Financial Regulations, Contract Standing Orders and Anti-Fraud Policies.

There were no changes or revisions from those reviews being reported to the Executive Committee at this time.

RESOLVED:- To receive the report.

49 – Going Concern
The Director of Resources reported that the Council was required to assess and determine that it was appropriate to prepare the financial statements on a going concern basis.  The review should take account of all available information about the future, which was at least, but not limited to the next twelve months from the end of the reporting period.

The accounts of the Council for the period 1st April, 2016 to 31st March, 2017 would be prepared on a going concern basis.  This basis assumed that the Council would be able to realise its assets and liabilities in the normal course of business and that it would continue in business for the foreseeable future.

Management Board had considered all relevant factors and determined that the going concern concept does apply to the Council.

RESOLVED:- To agree that the Council was a going concern and that it was appropriate for the accounts to be prepared on a going concern basis.

50 – Accounting Policies
The Director of Resources reported that the Council’s Accounting Policies had been reviewed to ensure that they remained relevant, current and reflected best practice.

It was noted that it was the responsibility of the Director of Resources to select suitable accounting policies and apply them consistently.  Any significant changes in accounting policies were reported in the Statement of Accounts.  These changes were highlighted in the Code of Practice on Local Authority Accounting in the United Kingdom each year.

Accounting policies were the specific principles, bases, conventions, rules and practices applied by an authority in preparing and presenting financial statements.

Changes in Accounting Policy
Where a change in accounting policy was required by the Code, the Council would disclose the information that might specifically be required by the Code.  For other voluntary changes in accounting policy made by an authority, it was necessary to disclose the nature of the change, the reasons why applying the new accounting policy provided reliable and more relevant information and the required restatements.
Future Accounting Standards – Disclosures

Where a new standard had been published but had not yet been adopted by the Code, local authorities were required to disclose information relating to the impact of the accounting change.  In making the disclosures required, practitioners were recommended to disclose the title of the new standard, the nature of the change in accounting policy or policies, the date by which the standard or interpretation was likely to apply to local authorities and an explanation of the impact that the introduction of the new standard was likely to have on the financial statements estimated on a reasonable basis. If an estimate could not be made on a reasonable basis because, for example, the base data required to estimate the impact of the new standard was not available, then the financial statements should clearly explain that this was the case.

Accounting Policies for 2016-2017

The following changes had been made:

· Financial years and dates had been updated as appropriate;

· Employee benefits (h), termination benefits had been updated with the following text appended in relation to enhanced voluntary redundancy payments;

A subsequent variation was agreed by the Council with the 2016-2020 Budget Strategy, for the Borough Kennels and Playgrounds Team to access the enhanced voluntary redundancy scheme from 7th September, 2016 until the 30th June, 2017.

· Overheads and Support Services (p) had been updated in relation to 

· Corporate and Democratic Core, and

· Non Distributed Costs:

These two cost categories were defined in the Service Reporting Code of Practice and were previously accounted for as separate headings in the Comprehensive Income and Expenditure Statement; these now formed part of the Corporate and Democratic Services heading which remained part of Net Expenditure on Continuing Services.

Should any further revision be necessary during the closedown process, this would be reported to the next Audit Committee with the Statement of Accounts.

The Accounting Policies were attached as an appendix to the report for the Council’s 2016-2017 Statement of Accounts.
RESOLVED:- To approve the Accounting Policies for the Council’s 2016-2017 Statement of Accounts.

51 – Audit Committee Assurance
The Director of Resources reported that the External Auditor had requested the Chairman of the Audit Committee explained how assurance from management was obtained and the request was attached as an appendix to the report.

The Chairman’s response was also appended to the report and Members were recommended to receive and agree the Chairman’s response.  The response would be reconsidered by the Chairman at the beginning of April to ensure that the full financial year was reflected.  Any material changes to the response outlined would be reported to the next Audit Committee.
RESOLVED:- To receive and agree the Chairman’s response.
52 – Audit Committee Work Plan
The Director of Resources submitted a report setting out the Work Plan for the Audit Committee for 2017-2018.  

The Audit Committee Work Plan was appended to her report and would be the basis for the agenda of the meetings in 2017-2018.

The items listed within the plan were not exclusive as other items could be brought to the Audit Committee as appropriate.  Any recurring items would be built into the Work Plan.

The Work Plan was based on the Terms of Reference for the Audit Committee as set out in the Councils’ Constitution.  The reports were aligned to the relevant area, together with the reporting officer and the reporting cycle noted in the final columns.

RESOLVED:- To agree the Audit Committee Work Plan for 2017-2018.

53 – 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.

The Risk Register was presented to Management Board at their meeting on 20th February, 2017 and no changes were made.

The Operational Risk Register was also attached as an appendix to the Corporate Support Manager’s report.
The Risk Register was presented to Management Board at their meeting on 20th February, 2017 and no changes were made.
A review of both Risk Registers would be undertaken at the start of the next financial year.

RESOLVED:- To note the report.

54 – 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 Priority 1 recommendation from: Internal Audit Final Report CR 84 - Barrow Cemetery North West Extension.

The Council should ensure that tenders received which are found to be incomplete, were returned to the contractor and not included within the evaluation process.

The Council’s Contract Standing Order 8 stated “Only valid tenders may be considered for the contract award; received on time and containing all relevant information”.

Internal Audit reviewed the six tender documents received and noted that one of the tenders did not include the Form of Tender Incorporating Collusive Tendering Certificate.

Failure to complete, sign and return the Certificate with the Bill of Quantities invalidated the tender.  The tender was however accepted and included for evaluation.  Should this tender have been found to be the lowest accepted, the Council may have been subject to appeals from the unsuccessful tenderers.

Rejecting this tender would have confirmed the Council’s policy to require contractors to provide all the documentation requested and confirmed compliance with Council Standing Orders.

The Assistant Director of Regeneration and the Built Environment had accepted that this should not have happened. 

RESOLVED:- To note the report.

55 – Code of Corporate Governance
The Corporate Support Manager provided Members with the final version of the Code of Corporate Governance.

The Council produced a Code of Corporate Governance which was reviewed on an annual basis.  Guidance for preparing the Code was provided by the Chartered Institute for Public Finance and Accountancy (CIPFA). 

CIPFA revised the framework for good governance in the public sector based on the International Framework, Good Governance in the Public Sector.
The framework was designed as a reference document for those who developed governance codes for the public sector when updating and reviewing their own codes.  The framework provided a shared understanding of what constituted good governance in the public sector. 
Although the core principles had not changed significantly following the revision the layout had changed and sub-principles have been introduced. 
The Code would be submitted to Management Board at their meeting on 27th March, 2017.

The Committee was invited to endorse the Code which was attached as an appendix to the report.

RESOLVED:- To endorse the Code of Corporate Governance.
56 – Retirement of External Auditor
The Director of Resources informed the Committee that Jackie Bellard, External Auditor from Grant Thornton would be retiring.  She thanked Jackie on behalf of the Committee for all her work and wished her well in her retirement.

The meeting closed at 3.14 p.m.
