BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE







Meeting Thursday 27th July, 2017






at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Gawne, Murray and Sweeney.
Officers Present:- Susan Roberts (Director of Resources), Keith Jackson (Internal Audit Manager), John Penfold (Corporate Support Manager), Kim Fisher (Contracts and Procurement Officer), Brooke Parsons (Corporate Support Assistant) and Sharron Rushton (Democratic Services Officer).
Also present was Neil Krajewski from Grant Thornton.
1 – 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 item of business on the grounds that it involves the likely disclosure of exempt information as defined in Paragraphs 2&3 (Minute No. 16) of Part One of Schedule 12A of the said Act.

2 – Minutes

The Minutes of the meeting held on 23rd March, 2017 were taken as read and confirmed.
3 – Apologies for Absence/Attendance of Substitute Members
Apologies for absence had been received from Councillors Callister and Seward.
Councillor Sweeney had attended as a substitute for Councillor Seward for this meeting only.
4 – 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 the Committee to provide Members with the framework of the Committee’s business and responsibilities.  She advised that there were no changes from 2016-2017.

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

5 – Audit Committee Work Plan

The Director of Resources reported that Audit Committee Work Plan was presented at the previous Audit Committee.  It had been necessary to vary the timing of the items relating to the Statement of Accounts originally planned for July and these items would be presented at the September Audit Committee:

· To review and approve the Statement of Accounts
· Director of Resources
· Statement of Accounts
· Letter of Representation
· To consider and approve the Annual Governance Statement
· Corporate Support Manager
· Final Annual Governance Statement
· To consider the External Audit Annual Governance Report
· Appointed Auditor
· Annual Governance Report
The Statement of Accounts was published and issued (in draft) on 2nd June, 2017, ahead of the 30th June, 2017, statutory deadline.  From next year the statutory deadline was 31st May.  The Director of Resources was confident that the Finance Department could achieve that deadline, given the pre-work, adjustments and achievements of this year.

RESOLVED:- To agree the variations to the Work Plan for 2017-2018.

6 – Audit Committee Assurance
The Director of Resources reported that the External Auditor had requested that the Chairman of the Audit Committee explain how assurance from management was obtained.  The Chairman’s response was agreed at the previous Audit Committee meeting, subject to being reconsidered by the Chairman at the beginning of April to ensure that the full financial year was reflected.

This report confirmed that the Chairman had responded to the External Auditor and that there were no changes to the response that was previously agreed.

RESOLVED:- To note that the Chairman had responded to the External Auditor.
7 –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 Internal Audit Manager had attended the meeting to present the reports to Members.

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

1. Performance Management - Restricted Assurance;

2. Procurement - Restricted Assurance

· It was noted that Members of the Audit Committee agreed to assist in any way necessary to ensure the review of the Procurement Procedure was completed in the best way possible;

3. Kennels - Restricted Assurance
· It was noted that the Council’s Streetcare Team were responsible for the management of the Kennels and additional resources had been provided from mid-August 2017 so improvements were expected.  Keith Jackson advised that the Kennels would continue to be reviewed as part of the Programme.
4. Payment Card Security (PCI-DSS) – Substantial Assurance;
5. Replacement Housing Management System - Restricted Assurance; and 
6. CHP: Disabled Adaptations - Substantial Assurance.
RESOLVED:- To note the Internal Audit Final Reports.
8 – Internal Audit Annual Report
The Internal Audit Manager attended the meeting and presented the Internal Audit Annual Report for 2016/2017 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 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 organisation’s 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 Internal Audit Manager 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 2016/17 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 2016/17.
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 and Community Services.  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, seven areas where only Restricted assurance could be provided, which related to:-
· Re-Roofing James Freel Close;

· Housing Stock Condition Survey; 

· Barrow Cemetery North West Extension;

· Performance Management; 

· Procurement;

· Housing Management System;

· Car Park Meter Income; and

· Kennels.
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.  
Additionally, any 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 2016/17 Annual Plan
A detailed analysis of the current situation regarding the 2016/17 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

	
	2016/17
	2015/16
	2016/17
	2015/16

	Planned
	38%
	33%
	66%
	61%

	Achieved
	39%
	33%
	70%
	61%


The following table summarised the assurance levels recorded in final reports relating to the years 2016/17 and 2015/16.  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.
	%

	2016/17
	28
	2
	7
	18
	64
	8
	29
	0
	0

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


The conclusions and assurance levels specified for each audit were used to support the Council’s governance review arrangements, as required by the Accounts and Audit Regulations 2015 and the Public Sector Internal Audit Standards.

A summary of the number of audit recommendations made in the Internal Audit Final Reports issued during 2016/17, along with the management responses were as follows:-
	Recommendations
	Total
	Priority 1
	Priority 2
	Priority 3

	Made 2016/17
	95
	7
	66
	22

	Fully Accepted
	85
	7
	58
	20

	Partly Accepted
	10
	0
	8
	2

	Not Accepted
	0
	0
	0
	0


During the year Internal Audit had reported on the implementation of 92 agreed audit recommendations made in previous reports.  The results were as follows:-
	
	Fully Implemented
	Not Implemented
	Overtaken By Events
	TOTAL

	2016/17
	39
	46
	7
	92

	2015/16
	42
	46
	7
	95


For recommendations not fully implemented revised dates had been agreed with management for their implementation.  Internal Audit would further review progress on their implementation during 2017/18.

RESOLVED:- (i) To note the Internal Audit Report for 2016/17; and
(ii) To agree the Director of Resources write, on behalf of the Audit Committee, to the Playing Fields Users Association requesting the detailed information Internal Audit required be provided immediately.
9 – External Audit Progress Report and Update
Neil Krajewski attended the meeting to present the report to Members.
The report provided the Committee with details of 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 17th July, 2017
· 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. 10);

· Accounts Audit Plan – This had been presented to the Audit Committee in March 2017;

· 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:-
· Pay and non-pay expenditure; and

· Capital additions.

· Final Accounts Audit – Fieldwork commenced on 3rd July, 2017 and was expected to be completed by the end of August 2017;

· Value for Money (VfM) Conclusion – External Auditors had commenced the detailed work on the risks identified and would report their findings as part of the Audit Findings Report which would be presented to the Audit Committee in September 2017.

RESOLVED:- To receive and note the External Audit Progress and Update Report for July 2017.
10 – External Audit Fee Letter
A copy of the External Audit fee letter for 2017-2018 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 2017-2018.  This was the same as the previous year.
The Billing schedule was as follows:-

	Main Audit Fee
	£

	September 2017
	12,779.75

	December 2017
	12,779.75

	March 2018
	12,779.75

	June 2018
	12,779.75

	Total
	51,119.00


At the request of the Department of Work and Pensions, Auditors appointed by PSAA would continue to certify Local Authority claims for Housing Benefit subsidy for 2017/18.  The Council’s indicative fee for this certification work had yet to be set by PSAA.  The External Auditors would confirm the fee when this had been confirmed.
RESOLVED:- To note the External Audit fee for 2017/18.

11 – 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 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 best practice.

For the year 2016/17 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.
12 – 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 had 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:- (i) To endorse the review and 

(ii) To agree that the Director of Resources explored training opportunities to ensure a relationship between the Audit Committee and the Executive Committee was maintained.

13 – Annual Governance Statement

The Corporate Support Manager reported that 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 its governance arrangements to be.
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 one minor amendment had been made.

The following members of staff were involved in preparing the Annual Governance Statement for 2016/17:-
Executive Director: Head of Paid Services

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 and links to the evidence supporting the statement were attached as an appendix to the Corporate Support Manager’s report.
RESOLVED:- (i) To agree that the Chair of this Committee should sign the Annual Governance Statement on behalf of the Council; and

(ii) That the Annual Governance Statement be published on the Council’s website.

14 – Risk Management Report
The Corporate Support Manager reported that the Executive Committee approved the Corporate and Operational Risk Registers at its meeting on 17th May, 2017.  The updated risk registers reflected 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 1 – 2017/1 (Impact of legislative changes on HRA income). The Potential Impact had been updated to reflect the increased number of “right to buy” applications;
· Corporate Risk 2 – 2017/1 (Future stability and sustainability of the Council). Had been amended to reflect this increase in projected deficit due to the anticipated reduction in New Homes Bonus.  The mitigating action had been revised to reflect alignment with the Council’s plan;
· Corporate Risk 4 – 2017/1 (Levels of sickness worsen). There had been an addition to the mitigating actions which recognised the contribution the measures introduced in 2016/17 had made to reducing sickness levels.  This would be further monitored before reviewing the risk score;
· Corporate Risk 5 – 2017/1 (Impact of welfare reform changes). The Potential Impact had been amended to reflect the increased impact on the Housing Revenue Account.  The Mitigating action had been amended to recognise the on-going financial contribution to external bodies to help support residents;
· Corporate Risk 6 – 2017/1 (Delivery of the water front regeneration programme). The Mitigating Action had been updated to reflect current progress;
· Corporate Risk 7 – 2017/1 (Maintain H&S arrangements). The Mitigating Action had been updated to reflect the proposed, improved inspection regime for properties; and
· Corporate Risk 9 – 2017/1 (Information Technology security breach). The Potential impact had been amended to reflect the increased vulnerability from aggressive phishing and use of malware. The Mitigating Action had been amended to reflect actions taken by IT Services.

The Corporate Risk Register for 2017/18 was appended to the Corporate Support Manager’s report.

The Operational Risk Register had been reviewed and one amendment had been made:-
· Operational Risk 1 2017/18 (Not having adequate staffing to deliver key services) had been amended to reflect agreed changes to Leisure Services. 

The Operational Risk Register for 2017/18 was appended to the Corporate Support Manager’s report.

RESOLVED:- To note the information.
15 – 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 had been no new Priority 1 recommendations since the last meeting.

RESOLVED:- To note the information.

16 – Internal Audit Final Reports

The Internal Audit Manager reported that Internal Audit had completed a number of audits in accordance with the approved Annual Plan.  This report presented two Internal Audit Final Reports on:-
· Car Park Meter Income – Restricted Assurance;

· Council Leased Vehicles – Restricted Assurance

Members considered the report and raised questions with the Internal Audit Manager.

RESOLVED:- To note the report.

The meeting closed at 3.12 p.m.
