BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE







Meeting Thursday 21st September, 2017






at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Barlow, 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), Sharron Rushton (Democratic Services Officer) and Sandra Kemsley (Democratic Services Officer).
Also present were Gareth Kelly and Neil Krajewski from Grant Thornton (from Minute No. 17 - 22).
17 – Minutes

The Minutes of the meeting held on 27th July, 2017 were taken as read and confirmed.
18 – Apologies for Absence/Attendance of Substitute Members
Apologies for absence had been received from Councillors Callister and Seward.
Councillors Sweeney and Barlow had attended as substitutes for Councillors Callister and Seward respectively for this meeting only.
19 – Statement of Accounts

The Director of Resources reported that the Statement of Accounts summarised the transactions for 2016-2017 and the Council’s financial position as at 31st March, 2017.  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.  A further report on the agenda requested Members approval of the audited Statement of Accounts.

The audited Statement of Accounts incorporated revisions from the audit and must be approved by the Audit Committee by 30th September, 2017 and be published alongside the Annual Governance Statement.

The report was an executive summary of the audited Narrative Report, which was itself a summary of the Statement of Accounts.
Finances

The financial headlines of the 2016-2017 accounts were:

· The General Fund was balanced with a net contribution from reserves, from underspends and additional income of £518k including £300k set aside to meet the business rate retention scheme volatility and £272k for the MMI Scheme of Arrangement.
· The Housing Revenue Account used £102k of the accumulated balance to fund housing maintenance commitments and reduced the voluntary provision to repay debt for 2016-2017.
· The authority’s share of the Collection Fund for 2016-2017 was a surplus of £109k for Council Tax and a deficit of £584k for Business Rates; these were distributed to the General Fund in 2017-2018 and 2018-2019 along with the preceptors’ proportions.
· The authority’s net worth had increased from £97.4m to £107.9m which was largely attributable to the increase in asset values, the increase in the pension liability and reductions from the increase in short term investments.
· Usable reserves had increased slightly by £0.4m:
· Revenue reserves had reduced by £1.1m

· Capital reserves had increased by £1.5m

· Capital investment of £3.7m was delivered through the capital programme for 2016-2017.
General Fund

The General Fund budget was revised through the year from £10m to £10.7m to incorporate additional revenue financing for projects from Public Health England £483k, Coastal Communities Fund £174k and other grants £52k.  

The actual outturn for 2016-2017 had no impact on the General Fund balance.

· The actual outturn before transferring the agreed Medium Term Financial Plan support was a surplus of £184k.

· During 2016-2017, two reserve reallocations were agreed but at year-end the contributing reserves were not sufficient and revenue was required to top-up the reserves to the required levels:

· £300k business rate income volatility reserve;
· £273k MMI Scheme of Arrangement levy reserve.

· This resulted in a deficit of £389k which was reduced to £55k after transferring the budgeted £334k of Medium Term Financial Plan support.

· The year-end net deficit of £55k was funded from the budget contingency reserve as a one-off item leaving a balanced General Fund.

To analyse the result against the divisional reporting lines, in-year movements with reserves had been taken into account; the comparison was made between the £184k surplus and the £334k budgeted deficit; a positive variance of £518k.

Recurring savings and reductions were taken into account when setting the budget and budget revisions through the year.  The items contained within the table below would be assessed during 2017-2018 and where appropriate budgets revised; there were items that would not recur or may not recur and those budgets were reviewed over a number of years rather than adjusted immediately (trend analysis).

Some of the items would have already been incorporated in the 2017-2018 budget setting process.
	Division

£000
	Additional

Income
	Reduced

Expenditure
	Total

	Resources
	(86)
	32
	(54)

	Community Services
	84
	166
	250

	Regeneration and Built Environment
	100
	77
	177

	Central Services
	3
	79
	82

	Corporate Amounts
	(2)
	7
	5

	Cross-Service Items
	
	
	

	Support Service recharges
	58
	-
	58

	
	157
	361
	518


The division based presentation of financial information now appeared in the Comprehensive Income and Expenditure Statement with formal Notes containing Expenditure and Funding Analysis information.

Further details of the variances within the divisional headings were presented to the Executive Committee on 26th July, 2017.  The services within the divisions were set out on Page 88 of the Statement of Accounts.

Housing Revenue Account

The original Housing Revenue Account budget was approved by Full Council on 1st March, 2016, as a balanced budget; the income matching the expenditure forecast.  The revised budget was approved by Full Council on 21st March, 2017, with an estimated contribution from the fund balance of £151k.  

The actual outturn for the Housing Revenue Account was a deficit charged to the fund balance of £102k in respect of planned maintenance.  The voluntary provision to repay debt was £611k lower than the budget expectation as the repairs and maintenance expenditure was higher during 2016-2017 due to catching up with works delayed from the adverse winter in 2015.

The Council held the following Housing Revenue Account reserve and balance during 2016-2017:

	1 April 2016

£000
	
	31 March 2017

£000

	1,545
	Housing Revenue Account balance
	1,443

	1,416
	Major repairs reserve
	1,194

	2,961
	
	2,637


Collection Fund

The Collection Fund balance was a net deficit of £0.6m at 31st March, 2017, made up of a surplus on Council Tax of £0.8m and a deficit on NNDR of £1.4m.  

The Council Tax surplus was payable across 2017-2018 and 2018-2019 to Cumbria County Council, the Police and Crime Commissioner for Cumbria and the General Fund £109k; split against their 2017-2018 precepts.  

The NNDR deficit would be recovered from Central Government, Cumbria County Council and the General Fund £584k in 2017-2018 and 2018-2019.  This was dealt with by precepting arrangements.

The accumulated amounts held at 31st March, 2017, for the Borough Council were:

· £252k surplus for Council Tax

· £806k deficit for the Business Rate retention scheme.
The Council also carried a provision for its share of lodged business rate appeals of £526k and an income volatility reserve of £1.8m; this covered the £0.8m deficit at 31st March, 2017.

Capital Programme

During 2016-2017 the authority’s capital expenditure was £3.7m:

	Investment
	Expenditure
	Source
	Financing

	Public sector housing
	£2.6m
	Major repairs reserve
	£2.6m

	Private sector housing
	£0.4m
	Reserves/revenue
	£0.3m

	Public buildings/properties
	£0.2m
	Capital grants
	£0.6m

	Other public assets
	£0.5m
	Capital receipts
	£0.2m

	Programme
	£3.7m
	Financing
	£3.7m


The capital receipts received in the year and unapplied at 31st March, 2017, total £1.9m, the capital grants received in the year and unapplied at 31st March, 2017, total £2.5m; these were included in the future years of the Capital Programme.

General Fund Financial Reserves

The General Fund reserves reduced by £1.004m during 2016-2017:

	1 April 2016

£000
	
	31 March 2017

£000

	2,300
	General Fund balance
	2,300

	2,870
	Medium Term Financial Plan support
	1,535

	681
	Transformation reserve
	733

	1,228
	Renewals reserve
	1,832

	100
	Insurance reserve
	91

	593
	Losses reserve
	866

	2,783
	Budget contingency reserve
	2,792

	160
	Apprentices reserve
	106

	119
	Welfare support reserve
	260

	652
	Ring-fenced properties
	-

	843
	Earmarked revenue grants
	810

	12,329
	
	11,325


A net £2.327m of reserves were used as planned and in accordance with matters reported to the Executive Committee for 2016-2017, £0.805m of additional one-off income was added to reserves at year-end in line with previous practice and was held against specific services, and an unplanned £0.518m was moved to reserves at year-end; the £0.518m being the variance from the General Fund outturn.

There were a number of transfers between reserves agreed during 2016-2017; £1m from the Medium Term Financial Plan support to the Business Rate income volatility reserve (held within the budget contingency reserve); £715k from the ring-fenced properties reserve to move the properties into the Council’s control and ongoing maintenance of the properties; £198k from the Housing Benefit subsidy reserve (held within the budget contingency reserve) to the welfare support reserve to pay for the agreed grants to external funded bodies.

Further details of the movements in reserves were presented to the Executive Committee on 26th July, 2017.
Provisions

As part of the Business Rates Retention Scheme, the Council was liable for successful appeals against Business Rates in the proportionate share; 50% Central Government, 40% for this Council and 10% for Cumbria County Council.  The Council had a provision for unsettled appeals and at 31st March, 2017, this was £526k.

The Council also held a provision for the 25% levy on ongoing MMI claims under the scheme of arrangement of £9k; and a provision for the costs of previous early retirements of £10k at 31st March, 2017.

These provisions and the bad debt provisions had been assessed at 31st March, 2017 and were sufficient to cover the potential liabilities of the Council.

Service Performance

The service performance indicators were split between those with an indicative target and those that were reported as outputs:
	2015-2016
	Indicator
	Target
	2016-2017

	16.2 days

16.2 days

4.9 days

5.3 days
	Average time to process:

· new housing benefit claims

· new council tax support claims

· changes to housing benefit claims

· changes to council tax support claims
	18 days

18 days

7 days

6 days
	13.2 days

13.5 days

4.3 days

4.0 days

	95.2%
	Percentage of local land charges searches completed in 5 working days
	95.0%
	94.4%

	96.85%

98.73%
	Percentage collected:

· council tax
· business rates
	96.6%

98.4%
	96.27%

98.67%

	61.5%

60.0%

78.0%
	Percentage of planning applications processed:

· major application in 13 weeks
· minor applications in 8 weeks
· other application in 8 weeks
	60.0%

65.0%

80.0%
	75.5%

66.5%

82.8%


	2015-2016
	Output
	2016-2017
	Change

	31.5%
	Average household recycling
	29.7%
	Reduced 1.8%

	11
	Right to buy sales
	33
	Increased 22

	67
	Disabled facilities grants awarded
	70
	Increased 3

	£621k
	Income from pay and display ticket sales
	£599k
	Reduced £22k

	56k
	Dock Museum visitor numbers
	61k
	Increased 5k

	279k
	Park Leisure Centre activity numbers
	291k
	Increased 12k

	58k
	The Forum ticket sales
	64k
	Increased 6k

	9.76 days
	Average days of sickness per employee
	9.66 days
	Improved


Corporate Objectives

The achievements for 2016-2017 were shown against each theme in the table below:

	Housing: choice and quality
	Regeneration & Public Realm: enhancement

	· Refurbishment of flats on Barrow Island continues with 155 completed so far; funded by Cluster of Empty Homes grant.

· Renewal Area completion included in the Capital Programme.

· Council-owned dwellings all meet decent homes standard.

· Local Plan pre-submission draft completed.

· Funding secured to support victims of domestic abuse.

· The Well project for recovery facilities in the Borough continues to be implemented; funded by Public Health England.
	· Cavendish Park Pavilion and Community Room project with the Barrow Island Community Sports Trust commenced; funded by Big Lottery and WREN.

· Funding secured for linking the Landscapes and Communities of Barrow project with Art Gene; Coastal Communities Fund.

· Site access for Marina Village works commenced; funded by the Local Enterprise Partnership.

· Barrow Island maritime streets public realm works commenced; Cluster of Empty Homes grant.

· Toddler Park play area installed in Vickerstown Park with local Residents Association; funded by WREN.

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

	· Supply chain project including skills and employment continuing with Furness Economic Development Forum; funded by the Coastal Communities Fund.

· Barrow Business Improvement District up and running.

· Support for low income families delivered through council tax support, discretionary housing payments and disabled facilities grants.

· Support for welfare benefits delivered in partnership with Barrow Citizens Advice Bureau and Barrow and District Disability Association.
	· 2016-2020 Budget Strategy agreed.

· Council website rebranded and updated; now mobile friendly.

· Customer interactions and customer experience continue to be reviewed.

· Annual staff performance appraisals established and biennial staff survey established.

· HR and Payroll System implemented with payroll in-house from April 2017.

· Equality and Diversity Strategy approved.


The Narrative report also included a note of the actions taken by the Council to ensure future financial resilience including the implementation of the Budget Strategy, Medium Term Financial Planning, and the refreshed Council Plan with associated documents that were aligned to the core priorities and objectives.

The Council’s workforce consisted of 243 posts, 188 in the General Fund and 55 in the Housing Revenue Account.  The posts were worked by 200.41 full time equivalents, 150.76 in the General Fund and 49.65 in the Housing Revenue Account.  The Workforce 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 2016-2017:

· 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, Internal Audit and the External Audit Team for the hard work involved in completing the Statement of Accounts.

RESOLVED:- To receive the Statement of Accounts for 2016-2017.
20 – Annual Governance Statement
The Corporate Support Manager provided Members with an updated Annual Governance Statement for 2016/2017.
The Council had responsibility for ensuring that Council business was conducted with the law and proper standards, and that public money was safeguarded and properly accounted for.  Part of this governance process was the preparation and publication of an Annual Governance Statement which was a self assessment of how effective the Council considered the governance arrangements to be.

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 was presented to this Committee in July and following discussions with the Auditor from Grant Thornton, the Head of Internal Audit and the Directors, the Statement had been revised so that it summarised the arrangements that the Council had in place. A copy was attached as an appendix to the report.  Amendments had been made to the Significant Governance Control Issues section to reflect concerns raised in recent Internal Audit reports where the Audit Conclusion was Restricted Assurance.  An action plan had been developed to address these concerns.  
RESOLVED:- To receive the Annual Governance Statement.
21 – Audit Findings Report
Gareth Kelly and Neil Krajewski 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 Audit was substantially completed although procedures were being finalised in the following areas:-

· Agreement of non-material disclosures to supporting information;

· Confirmation of the balance outstanding from an organisation in receipt of a material loan from the Council;

· Review of the final version of the Financial Statements;

· Obtaining and reviewing the management Letter of Representation;

· Review of the final versions of the Annual Governance Statement (AGS);

· Updating post balance sheet events review, to the date of the signing the opinion; and

· Providing the required submission to the National Audit Office in respect of the Council’s Whole of Government Accounts (WGA) return.

The draft Financial Statement was received on 2nd June, 2017 which was almost a month ahead of the statutory deadline for this year and this demonstrated the Finance Team were able to achieve its goal of closing the Accounts faster.  Next year the Accounts would need to be submitted for audit by 31st May, 2018, so this demonstrated good progress had been made.  Good quality working papers supporting the accounts were provided in accordance with the agreed timetable.

The key messages arising from the audit of the Council’s financial statements were:-

· The Council continued to produce good quality accounts which included all disclosures required by CIPFA and accounting standards;
· The Council had made good preparations for the change in the statutory timetable for the audit of the accounts; and

· Management needed to ensure that they had appropriate assurance over the adequacy of the accounting treatment for one-off or unusual items as the adjustments required this year all related items of this nature.

The External Auditors anticipated providing an unqualified audit opinion in respect of the Financial Statements.
The External Auditors Team had undertaken the audit in a professional and constructive manner and the Director Resources took the opportunity to thank the Audit Team.
RESOLVED:- 
1.
To receive the Audit Findings report; and
2. 
To request the Director of Resources organised a training session on understanding Council owned Housing Stock to Audit Committee Members.
22 – Approvals and Letter of Representation
The Director of Resources submitted a report containing the Council’s Letter of Representation and requested the approval for this to be signed in addition to signing and publishing the Statement of Accounts 2016-2017 and Annual Governance Statement 2016-2017.

Statement of Accounts

After considering the Audit Findings Report for 2016-2017, Members were recommended to approve the audited Statement of Accounts for 2016-2017 and to authorise the Chairman of this Committee to sign on behalf of the Council.

The Statement of Accounts would be published on the Council’s website once the audit certificate was provided.

Annual Governance Statement

The same consideration applied to the Annual Governance Statement for 2016-2017 and Members were asked to authorise the Chairman of this Committee to sign on behalf of the Council.

The Statement of Accounts 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 2016-2017 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 2016-2017 and during the audit process.  Closing early this year was recognised as an achievement, but it had had impacts on technical matters and maintaining business as usual.  There would need to be a debriefing process in order to eliminate some of the issues encountered before March 2018.  The Director of Resources’ concerns were around resources, including her own time, and how the condensed audit period may impact on business as usual.  The Council would work through this with Grant Thornton who the Director of Resources thanked for working with the Council through the audit process.

RESOLVED:-

1.
To approve the audited accounts and authorise the Chairman of this Committee to sign the Statement of Accounts for 2016-2017 on behalf of the Council;
2.
To approve the Annual Governance Statement for 2016-2017 and authorise the Chairman of this Committee to sign on behalf of the Council;
3.
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; and
4.
To publish the Statement of Accounts and Annual Governance Statement on the Council’s website.

23 –Internal Audit Final Reports

The Director of Resources reported that Internal Audit had completed a number of audits in accordance with the approved Annual Plan.  On completion, the final reports were presented to this Committee for consideration.

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

There had been one final report appended for consideration.  The report included and its assurance level was as follows:-

17-01 Income Collection – Substantial Assurance
Members considered the report and raised their concerns with the Head of Internal Audit.

RESOLVED:- To note the Internal Audit Final Report.
24 – Internal Audit Progress Report
The Director of Resources reported that the Internal Audit Progress report had been produced. The report set out the year to date progress against the agreed Internal Audit Annual Plan.

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

There had been no Priority One recommendations since the previous Audit Committee.

The report contained a statistical summary of the number of audit recommendations (13).  It was noted that 13 recommendations had been Fully Accepted, each of the recommendations had been assigned a Priority Grade 1 – 3, 1 being major issues and 3 being minor issues. 3 had been rated Priority 1, 5 had been rated Priority 2 and 5 had been rated Priority 3.
RESOLVED:- That the report be received.
25 – Monitoring Internal Audit Reports
The Corporate Support Manager submitted a report updating Members on the implementation of recommendations from Internal Audit reports where the Audit Conclusion was Restricted Assurance.
Internal Audit undertook reviews of Council’s systems as defined in the Annual Audit Plan. The audit conclusion may be Restricted Assurance where significant weaknesses were identified. This had replaced monitoring of Priority 1 Recommendations because the Audit Conclusion may also be Restricted Assurance if there were a significant number of important issues. 

At the last meeting of this Committee there were eight Audit Reports where the Audit Conclusion was Restricted Assurance.

Many of the issues were related to contracts and procurement and Management Board had agreed to the following actions to deliver improvements:

· The progress against individual contract checklists would be monitored electronically. This would be done by the Procurement Officer who could then intervene and provide advice if required; issues could be reported at the Contract Working Group;
· An informal support group consisting of Internal Audit and the Procurement Officer would be established so that if managers could not comply with procurement rules they could seek advice as to what steps to take and what documentation was required to support the deviation; this should be documented;
· The Purchasing Procedure would be amended so that all procurements over £25,000 required input form the Procurement Officer to ensure compliance with the Purchasing Guide. The chest should be used for procurement where appropriate; the Procurement Officer should decide on the appropriateness;
· The Purchasing Procedure would be amended to state that the threshold limits in the guide applied to orders in a 12 month period. This would identify incidents where multiple smaller orders for identical items were made to avoid compliance with the Purchasing Procedure threshold limits; this would be monitored by the Procurement Officer (an annual review);
· The Head of Internal Audit to be invited to Contract Working Group meetings on an exceptions basis to assist in resolving complex matters; and
· Senior managers would monitor the implementation of agreed recommendations through regular one to one meetings or the appraisal process.

Other issues related to previous recommendations not being implemented. The Corporate Support Manager would actively monitor the implementation of these recommendations and provide updates on an exceptions basis.

RESOLVED:- That the report be received.
26 – Risk Management
The Corporate Support Manager attached as an appendix to his report the Risk Registers for 2017/18. 
The Council’s Risk Registers were reviewed by Management Board at their meeting on 30th August and the following amendments were made:
Corporate Risk 2

Future subsidy of the Forum; now excluded from outsourcing had been added to the Potential Impact.

Council agreed full service and use of facility review to significantly reduce subsidy had been added to the Mitigating Actions.

Corporate Risk 4

Sickness in Quarter 1 of 2017/18 had increased, largely related to long-term personal stress; the current counselling service offered by the Council would be reviewed had been added to the mitigating actions.

Corporate Risk 8

Ongoing recruitment issues in Environmental Health may impact delivery times had been added to the mitigating actions.

Operational Risk 1

The Mitigating Actions had been amended, the Forum had been removed from the risk and the outsourcing date to be 1st August, 2018.

Operational Risk 7

A complete cremator replacement was planned for 2018/19 had been added to the Mitigating Actions.

RESOLVED:- To note the amendments.
27 – External Auditor Appointment from 2018-2019

The Director of Resources reported that the Council had received a consultation invitation regarding the auditor appointment from 2018-2019 for five years.

Members would recall that the Council opted into the sector-led body for audit appointments and the PSAA was therefore responsible for procuring and appointing the Council’s auditors.  Grant Thornton won a contract through the procurement exercise and PSAA proposed that Grant Thornton was the appointed auditor for the Council.

The communication from PSAA set out the appointment details and requested a response to the appointment or objections by 5pm on 22nd September, 2017.  

Members were recommended to raise any questions or representations with a view to agreeing that the Council had no objections to the proposed auditor appointment.  It was proposed that the Director of Resources responded on behalf of the Council as satisfied with the proposed appointment of Grant Thornton.

This appointment did not include the work on the Housing Benefit Certification work which must be separately procured.  There were discussions between the districts on joint procurement of this service and an update would be presented in due course.

RESOLVED:- 
1.
To agree that the Council had no objections to the proposed auditor appointment; and
2.
To agree that the Director of Resources replied to the consultation on behalf of the Council.

The meeting closed at 3.12 p.m.
