BOROUGH OF BARROW-IN-FURNESS

AUDIT COMMITTEE

Meeting, Thursday, 10th December, 2015
at 2.00 p.m. (Committee Room No. 4)

AGENDA
PART ONE
1. To note any items which the Chairman considers to be of an urgent
nature.
2. To receive notice from Members who may wish to move any delegated

matter non-delegated and which will be decided by a majority of
Members present and voting at the meeting.

3 Admission of Public and Press

To consider whether the public and press should be excluded from the
meeting during consideration of any of the items on the agenda.

4 Declarations of Interest

To receive declarations by Members and/or co-optees of interests in
respect of items on this Agenda.

Members are reminded that, in accordance with the revised Code of
Conduct, they are required to declare any disclosable pecuniary
interests or other registrable interests which have not already been
declared in the Council’'s Register of Interests. (It is a criminal offence
not to declare a disclosable pecuniary interest either in the Register or
at the meeting).

Members may however, also decide, in the interests of clarity and
transparency, to declare at this point in the meeting, any such
disclosable pecuniary interests which they have already declared in the
Register, as well as any other registrable or other interests.

5 To confirm the Minutes of the meeting held on 24th September, 2015
(copy attached) (Pages 1-8).

6. Apologies for Absence/Attendance of Substitute Members.

FOR DECISION

(D) 7. Internal Audit Final Reports (Pages 9-10).

(D) 8. Internal Audit Progress Report (Page 11).



(D) 9. External Audit - Annual Audit Letter for the year ended 31st March, 2015
(Page 12).

(D) 10. External Audit — Committee Update (Page 13).

(D) 11. External Audit — Grant Certification (Page 14).

(D) 12. Monitoring Priority 1 Recommendations (Pages 15-16).
(D) 13. Risk Management (Page 17).

(D) 14. Audit Committee Update (Pages 18-19).

NOTE (D) - Delegated
(R) - For Referral to Council

Membership of Committee

Councillors  Burns (Chair)
Harkin (Vice-Chair)
Callister
Gawne
Murray
Seward

For queries regarding this agenda, please contact:
Sharron Rushton
Democratic Services Officer
Tel: 01229 876321
Email: srushton@barrowbc.gov.uk

Published: 2nd December, 2015
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AUDIT COMMITTEE

Meeting Thursday 24th September, 2015
at 2.00 p.m.

PRESENT:- Councillors Burns (Chairman), Harkin (Vice-Chair), Callister (in
attendance to part way through Minute No. 23), Gawne, Seward and Sweeney.

Officers Present:- Sue Roberts (Director of Resources), John Penfold (Corporate
Support Manager), Brook Parsons (Corporate Support Assistant) and Sharron
Rushton (Democratic Services Officer).

Also present were Jackie Bellard and Neil Krajewski from Grant Thornton and
Keith Jackson from Internal Audit.

14 - Declarations of Interest

Councillor Burns declared an other registrable interest in Agenda Item No. 7 —
Craven House Roofing (Minute No. 17). She was a Member of Cumbria County
Council.

15 - Minutes

The Minutes of the meeting held on 18th June, 2015 were taken as read and
confirmed.

16 — Apologies for Absence/Attendance of Substitute Members
An apology for absence had been received from Councillor Murray.

Councillor Sweeney had attended as a substitute for Councillor Murray for this
meeting only.

17 — Craven House Roofing

The Director of Resources reported that the Craven House roofing project had
been previously listed as a contract audit on the Internal Audit progress report.
The report summarised a report presented to the Executive Committee on 9th
September, 2015 explaining the removal of the project from the Internal Audit
progress report. The report also provided a summary of the project review and
an amendment to the Contract Standing Orders, proposed to Council.

The Borough Council owned Craven House and had multiple tenants in
occupation. When approached by the County Council to utilise the vacant top
floors it became apparent that roofing works were required for the benefit of all
tenants. The County Council discussed an internal refurbishment project with the
Borough Council during which Borough Officers identified the roofing works. It
was agreed at the Executive Committee on 20th March, 2013 that the County
Council procured and managed the project as a whole.



To summarise, the project review report included:

e £1.3m scheme of internal and external refurbishment by Cumbria County
Council prior to occupancy of top floors;

e Selection of contractor in line with Borough Contract Standing Orders;

e Pre-tender estimate agreed with Borough Officers;

e Budget £300k, cost £290k; and

e Borough Council holds certificate of guarantee (25 years) for the roof
coating system.

The project had been delivered successfully and under budget. Usually at this
stage Internal Audit would have performed a contract audit based on the
Responsible Officer completing the Contract Monitoring Checklist. On this
occasion the Checklist was not appropriate for various reasons including:

The tendering was not performed by the Borough Council;
The contract for works was not with the Borough Council,
The contract was not managed by the Borough Council; and
The project sign-off did not sit with the Borough Council.

These key events in a project were covered by the Contract Management
Checklist. The Checklist would be largely incomplete.

The report to the Executive Committee included a proposed amendment to the
Borough Council Contract Standing Orders to allow the Executive Committee to
consider and approve any future Contract Standing Order arrangements with
public sector bodies. Any diversion from the Borough Council Contract Standing
Orders in this respect would be specified at the outset for Executive Committee
approval, and would identify any project falling outside the contract audit
requirements placed on Internal Audit.

For the Craven House roofing project, the Executive Committee endorsed the
Contract Management Checklist exemption and as reported there had been no
deviation from the Borough Council Contract Standing Orders.

The report submitted to the Executive Committee on 9th September, 2015 was
attached as an appendix to the report for information.

RESOLVED:- To note the report.

18 — Internal Audit Final Reports

The Director of Resources reported that Internal Audit had completed a number
of audits in accordance with the approved Annual Plan. On completion, the final

reports were presented to this Committee for consideration.

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



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

1. Car Park Meter Income — Substantial Assurance;
2. Procurement — Restricted Assurance; and
3. Mobile Computing — Substantial Assurance.

Members considered the reports and raised their concerns with the Head of
Internal Audit.

RESOLVED:- To note the Internal Audit Final Reports.
19 - Internal Audit Progress Report

The Director of Resources reported that the Internal Audit Progress Report for the
period 1st April, 2015 to 11th September, 2015 had been produced by the Head
of Internal Audit.

The Head of Internal Audit attended the meeting to present the report to
Members.

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

The report contained a Statistical Summary of the number of Audit
Recommendations (42). It was noted that 41 recommendations had been Fully
Accepted including all Priority 1, and 1 recommendation had been Partly
Accepted. Each of the recommendations had been assigned a Priority Grade 1-
3, 1 being Major Issues and 3 Minor Issues. 6 had been rated Priority 1, 28 had
been rated Priority 2 and 8 had been rated Priority 3.

RESOLVED:- That the report be received.
20 — Monitoring Priority 1 Recommendations

The Corporate Support Manager reported that Internal Audit undertook reviews of
the 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 were two Priority 1 recommendations in the kennels report:-

1. The Council should ensure that all receipt books were retained and were
available for inspection when required.



The Streetcare Manager had a process in place for retaining the kennels
receipt book but at this stage there wasn’t a written procedure. The current
receipt book was in operational use at the kennels and was available for
inspection.

The Council should ensure that all receipts issued by Officers were from an
official receipt book provided by the Finance Department.

The Streetcare Manager had been issued with an official receipt book in June
2015 which was currently in operational use at the kennels.

There was also a Priority 1 recommendation in the Housing Rents report:-

1.

The Business Support Manager should provide an explanation for the
apparent divergence from Government guidance regarding annual rent
increases; and confirm it was an isolated case.

The Business Support Manager explained that:

The correct increase was applied. Authority to bring forward convergence to
target rents was sought and granted through the correct channels. This was
because the Council became aware that the opportunity to converge would
end. The Council would continue to make recommendations/listen to
representations which were for the good of the HRA and ultimately tenants.

The Government provide guidance on rent setting - not an instruction.

There was an outstanding priority recommendation from the Business Continuity
report:-

1.

The Council should produce a formally approved and up to date Business
Continuity Plan.

ICT disaster recovery arrangements were in place and were being tested. A
regular testing programme was being developed to ensure that the
arrangements were robust. Testing would take place in October 2015.

RESOLVED:- To note the report.

21 — Risk Management

The Corporate Support Manager attached as an appendix to his report the Risk
Register for 2014/15. 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 and made a
number of changes.

Management had agreed a number of Operational Risks and these were attached
as an appendix to the Corporate Support Manager’s report. Minor changes to the
wording of Operational Risks 6 and 7 had been made.
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RESOLVED:- To note the report.
22 — Assurance Statement

The Corporate Support Manager provided Members with the output from the analysis of
the departmental assurance statements from 2014/15.

The report provided evidence to support the Annual Governance Statement
Service Managers completed assurance statements to demonstrate that they
were aware of assurance controls that needed to be in place.

The responses from these assurance statements had been reviewed and the
outputs were detailed in the report.

This year 17 of the 17 service areas returned completed questionnaires.

The out-puts from the questionnaire were analysed by the Assurance Group.
Analysis of the information indicated that there were no significant assurance
issues but that there was scope for some improvement and an action plan would
be developed to address this.

It was clear that all Managers undertook some form of risk assessment, financial
management and performance management. They had mechanisms in place to
deal with issues and complaints. Where applicable they had some mechanism for
monitoring the performance of contractors.

An analysis of the questionnaires was detailed in the report.
RESOLVED:- To note the report.
23 — Statement of Accounts and Annual Governance Statement 2014-2015

The Director of Resources reported that the Accounts and Audit Regulations
required the draft Statement of Accounts to be made available to the External
Auditors by 30th June each year. This date had been met and the Statement had
been placed on the Councils website by that date.

The Statement of Accounts 2014/15 must be approved by this Committee before
30th September, 2015.

The Statement of Accounts had been appended to the report. A revised copy of
the Annual Governance Statement was distributed at the meeting for separate
consideration along with the Letter of Representation for approval.

It was noted that the External Auditor was required to report to this Committee on
the conclusions of the Audit, noting any adjustments made to the draft Accounts
as published.

This was the Audit Findings report which had also been appended to the report
with two adjustments noted at the meeting. Subject to Members agreeing the
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Letter of Representation, the External Auditor would give an unqualified Audit
Opinion.

The External Auditors Team had undertaken the audit in a professional and
constructive manner and the Director of Resources took the opportunity to thank
the Audit Team.

Statement of Accounts

The Director of Resources reported that Statement of Accounts summarised the
Authority’s transactions for the 2014-2015 financial year and its position at 31st
March, 2015. The Statement of Accounts was intended to provide readers with
clear information about the Council’s finances and comply with the Code of
Practice.

The audited Statement of Accounts was attached to the report for information. In
approving the Statement of Accounts, Members were asked to undertake a
review using their knowledge of the Council together with the External Auditor’s
report and raise any questions.

The Explanatory Foreword summarised the key issues in the accounting
statements. The General Fund result for the year was a contribution to the
Restructuring Reserve of £74k and a contribution to the fund balance of £300k;
bringing the General Fund balance to the risk-assessed minimum. For the
Housing Revenue Account the result was a surplus of £36k which increased the
fund balance.

The Council’'s net worth had decreased from £94m to £92.8m. This was largely
due to an increase in the pension liability offset by increases in the value of
property, plant and equipment and the balance of short term investments at year-
end.

The outturn for 2014-2015 was reported to the Executive Committee on 29th July,
2015 and a separate session was held with Members of the Audit Committee on
16th September, 2015.

The key areas to review in the Statement of Accounts were:-

o Statement of Responsibilities — this preceded the Accounting Statement
and set out the responsibilities of the Authority and of the Director of
Resources in respect of the Statement of Accounts. The purpose of the
Statement of Responsibilities was to confirm that the Statement of Accounts
had been prepared in accordance with proper practices;

o Movement in Reserve Statement — this showed the movement in the year
on the different reserves held by the Authority, analysed into ‘usable
reserves’ (those that could be applied to fund expenditure or reduce local
taxation) and unusable reserves;



o Comprehensive Income and Expenditure Statement — this showed the
accounting cost in the year of providing services in accordance with
generally accepted accounting practices, rather than the amount to be
funded from local taxation;

o Balance Sheet — this showed the value as at the Balance Sheet date of the
assets and liabilities recognised by the Authority. The net assets of the
Authority (assets less liabilities) were matched by reserves held by the
Authority;

o Cash Flow Statement — this showed the changes in the Authority’s cash
and cash equivalents during the year;

o Notes to the Main Accounting Statements — these included a summary of
the significant accounting policies and other explanatory information;

o Housing Revenue Account and Notes - this reflected the statutory
obligation to maintain a Revenue Account for Local Authority housing
provision in accordance with Part 6 of the Local Government and Housing
Act 1989; and

o Collection Fund and Notes — this was an agent’s statement that reflected
the statutory obligation for the Authority, as a billing authority, to maintain a
separate Collection Fund.

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 2014-2015
transactions of the Council. A copy of the Letter of Representation had been
appended to the report.

Annual Governance Statement

The Annual Governance Statement (AGS) needed to be published alongside the
Statement of Accounts, although it did not form part of it. The Annual
Governance Statement had been presented to this Committee on 18th June,
2015 and following discussions with Management Board, the Assurance Group,
the Monitoring Officer, the Head of Internal Audit and the External Auditor, minor
amendments had been made. A revised copy of the Annual Governance
Statement had been distributed to Members at the meeting for Members to
approve and authorise the Chairman of this Committee to sign on behalf of the
Council.

RESOLVED:- (i) To receive the Statement of Accounts for 2014-2015;

(i) To receive the External Auditor’s Audit Findings Report;



(i) To approve the audited accounts and authorise the Chairman of this
Committee to sign on behalf of the Council;

(iv) To receive the Annual Governance Statement;

(v) To approve the Annual Governance Statement and authorise the Chairman of
this Committee to sign on behalf of the Council; and

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

24 — Local Government Ombudsman Annual Letter 2015

The Corporate Support Manager reported that the Ombudsman issued an annual
review letter to Council’s reviewing complaints against the Authority.

During 2014/15, a total of nine complaints/enquiries had been received. He
advised that this year the Ombudsman had not provided the detailed breakdown
of complaints/enquiries.

A copy of the letter and annual statistics had been appended to the report.

RESOLVED:- To note the report.

The meeting closed at 3.10 p.m.






Part One

AUDIT COMMITTEE (D)
Agenda
Date of Meeting: 10th December, 2015 [tem

-

Reporting Officer: Director of Resources

Title:  Internal Audit Final Reports
Summary and Conclusions:

Internal Audit performs audits in accordance with the approved Annual Plan. Final
reports are presented to Members by the Head of Internal Audit.

Recommendations:

Members are recommended to receive the Internal Audit Final reports and raise
any questions.

Report

There are three final reports for consideration by Members:

e 15-06 Cash Floats & Receipting Controls - Appendix 1
e 15-10 Budgetary Control - Appendix 2
e 15-11 Treasury Management - Appendix 3

These reports will be presented by the Head of Internal Audit.

For information, the assurance and recommendations assigned to Internal Audit
reports are as follows:

The assurance levels are:
None — control is weak, causing the system to be vulnerable to error and abuse.

Restricted — significant weaknesses have been identified in the system of control,
which put the system objectives at risk.

Substantial — while there is a reasonable system of control, there are
weaknesses, which may put the system objectives at risk.

Unqualified — there is an adequate system of control designed to achieve the
system objectives.




The recommendation levels assigned to issues identified are:

Priority 1 — major issues that Internal Audit considers need to be brought to the
attention of senior management.

Priority 2 — important issues which should be addressed by management in their
areas of responsibility.

Priority 3 — minor issues which provide scope for operational improvement.

Previous issues — are issues identified in a previous audit report that have not
been entirely implemented at the time of this latest audit.

Background Papers

Nil
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APPENDIX No. |

. BARROWBOROUGH COUNCIL
T _-_;-.:I_N_TERNAL AUDIT _F_l_NAL__RE_pQRT 1.-5:_0.6_'

* Cash Floats & Receipting Controls -

Executive Summary

Over recent years a number of Council Depariments have ceased to collect income
through face to face mechanisms due to the increasing availability of electronic
payment methods. In 2012 the Council introduced an electronic receipting system for
utilisation by “Customer Services”; however, a small number of departments continue
to receipt income manually. Where this occurs, receipts are required to be completed,
issued and summarised on the appropriate Council Paying-in Sheet; this needs to be
in accordance with the Council’'s General Procedures for Receiving Income.

In addition the Council hold a number of “cash floats” to assist with the functioning of
relevant services; in total the floats amount to just over £2,000.

Audit Objectives

An audit of this systgm forrr_;s part of the ggreed 2015/16 Key Points
programme. The audit objectives were to review the internal
controls over the manual and electronic receipting systems, in
addition to cash float verification. The scope and objectives of | One Previous

the audit were discussed and agreed in advance with the | Recommendation
Financial Services Manager.

A list of all Receipt Books checked and the corresponding
Department is included.

Audit Conclusion — Substantial Assurance

As a result of the audit we have concluded that the income receipting system appears
to be sound and no new issues were identified.

Further, Internal Audit reviewed the outstanding recommendation from Audif report
07-37, dated April 2008, this recommendation has been implemented.

Internal Audit also reviewed the outstanding recommendation from Audit report 14-06,
dated February 2015, which relates to, the Council ensuring that all carbonated copies
within receipt books are legible and fully completed, this recommendation remains
outstanding.

In addition Internal Audit successfully reconciled the cash floats held by Housing,
Admin Services and the Markets, no issues were raised.

Management Response

We have received a constructive management response from the Financial Services
Manager, providing an update to the one previous recommendation.

Fumess Audit November 2015
' Page 1




Barrow Borough Council Final Report Number 15-06

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.

Receipt Books

Receipt Book Number Responsible Department

Electronic receipts issued throughout | CRM

2015/16

183, 164 Market

Fumess Audit November 2015

Page 2




APPENDIX No, 7.

BARROW BOROUGH COUNCIL

INTERNAL AUD]T FINAL REPORT 15 10

BUDGETARY CONTROL

Executive Summary

Introduction

The Council's Budgetary Contro! function is managed by the Financial Services
Department. Budget preparation and control processes are documented in a detailed
timetable together with written procedures. Responsibility for individual cost centre
budgets is allocated to the relevant budget holder. Each Accountant monitors a
number of specified cost centres and liaises with the budget holders to ensure the
efficient and effective management of Council funds.

Budget and actual transactions are recorded and controlled at cost centre level via the
Council's Oracle Financial System. Approved headline budgets for the financial year
2015/16 total:

e General Fund Revenue - £11,471,040
» Capital Programme - £5,455,300
« Housing Revenue Account expenditure/fincome - £8,751,900/£11 772,280,

Audit Objectives

An audit of this system forms part of the agreed 2015/16
programme. The audit objectives were to evaluate and test | ynqualified Assurance
the internal controls over the Budgetary Control function.
The scope and objectives of the audit were discussed and
agreed in advance with the Accountancy Services Manager. | No Recommendations

Key Points

Audit work included a control evaluation of the system
design and testing of the operation of key controls.

Audit Conclusion — Unqualified Assurance

As a result of the audit we have concluded that there is a basically sound system of
control, and as such we have not raised any new recommendations.

Internal Audit reviewed the agreed recommendation made in the previous audit report
13-07, dated January 2014 and confirmed the recommendation has been
implemented.

Furmness Audit November 2015
Page 1




Barrow Borough Council Final Report Number 15-10

Management Response

We have received a constructive management response' from the Accountancy
Services Manager accepting the report.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.

Fumess Audit November 2015
Page 2




APPENDIX Mo, 3

- BARROW BOROUGH COUNCIL . |
lNTERNAL AUDIT FlNAL REPORT 15 M
TREASURY MANAGEMENT

Executive Summary

Introduction

The Council defines Treasury Management as “the management of the Council's
investments and cash flows, its banking, money market and capital market
transactions; the effective control of the risks associated with those activities; and the
pursuit of optimum performance consistent with those risks”. Responsibility for
treasury transactions is delegated to the Director of Resources the Accountancy
Services Manager and Financial Services Manager. ‘

The Council’s treasury function is subject to a degree of self-regulation, a key element
being the Treasury Management Strategy for 2015/16, which was approved by
Council on 3 March 2015. This includes a framework of borrowing limits and
prudential indicators designed to ensure that treasury and capital investment decisions
are prudent and affordable. The Sirategy is supplemented by detailed Treasury
Management Practices which demonstrate compliance with the CIPFA Code of
Practice for Treasury Management.

The Council currently has £39.5m of long-term borrowing from the Public Works Loan
Board, with maturity dates between 2018 and 2053. No short-term loans have been
taken out to date in 2015/16.

During 2015/16, surplus funds have been invested either directly with approved
counterparties or in an interest bearing deposit account with the Council's bankers,
HSBC plc. The interest earned in the first half of the year amounted to £30,000.

Audit Objectives

An audit of this system forms part of the agreed 2015/16 Key Points
programme. The audit objectives were to evaluate and test
the internal controls over the Treasury Management
process. The scope and objectives of the audit were | No recommendations
discussed and agreed in advance with the Accountancy
Services Manager.

Unqualified Assurance

QOur audit coverage excludes any activities on the part of the
Council involving the use of derivatives or complex financial
instruments.

Audit work included a control evaluation of the system design, and testing the
operation of key controls.

Fumess Audit November 2015
Page 1
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Audit Conclusion — Unqualified Assurance

As a result of the audit we have concluded that there is a basically sound system of
control, and as such we have not raised any new recommendations.

Management Response

We have received a constructive management response from the Accountancy
Services Manager accepting the report.

Acknowledgement

Internal Audit would like to thank staff for their co-operation and assistance during the
review.

Fumess Audif November 2015
Page 2




Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 10th December, 2015 Item

Reporting Officer: Director of Resources 8

Title:  Internal Audit Progress Report
Summary and Conclusions:

The Internal Audit Progress Report has been produced by the Head of Internal
Audit. The Head of Internal Audit will present the report to Members.

Recommendations:

Members are recommended to receive the Internal Audit Progress report and
raise any questions.

Report
The Internal Audit Progress Report for the period 1st April, 2015 to 1st December,

2015 is attached at Appendix 4 and will be presented to Members by the Head of
Internal Audit

Background Papers

Nil
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EXECUTIVE SUMMARY

Purpose
The purpose of the report is to update Members of the Council's Audit Committee on:

e Internal Audit work performed up to 1% December 2015, including final reports
issued relating to a previous reporting period; and

« Significant issues that have arisen during this period as a result of our work.

Content
The information is presented in the following schedules:
1. A Statistical Summary of Recommendations

This schedule includes all audit recommendations to which Council management
have responded between 1% April and 1% December 2015. The figures are
analysed according to the ‘priority’ of the recommendations, and the extent to
which each has been accepted by management for action.

2. Accepted Priority 1 Recommendations

This schedule provides details of all major recommendations which have been
accepted by management.

3. Rejected Recommendations

This schedule provides details of major and significant (i.e. Priority 1 and Priority
2) recommendations, which have been rejected by Council Management.

4. Audit Coverage

Details of audit assignments carried out in the period, including any checks on
external partner organisations.

5. Classifications of Assurance and Recommendations

An explanation of the classifications used for prioritising recommendations and
assessing levels of assurance.

internal Audit Progress Report Barrow Borough Council



1. STATISTICAL SUMMARY OF RECOMMENDATIONS

The following table summarises the number of audit recommendations we have made
in our final reports issued up to 1% December 2015; analysed by their priority, including
whether accepted by management.

Recommendations Total Priority 1 Priority 2 Priority 3
Made 42 6 28 8
Fully Accepted 41 6 27 8
Partly Accepted 1 - 1 -
Not Accepted ‘ 0 - - ' -
Internal Audit Progress Report Barrow Borough Council



2. ACCEPTED PRIORITY 1 RECOMMENDATIONS

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

internal Audit Progress Report Barrow Borough Council




3. REJECTED RECOMMENDATIONS

3.1 PRIORITY ONE RECOMMENDATIONS

There have been no rejected Priority One recommendations during the reporting
period.

3.2 PRIORITY TWO RECOMMENDATIONS

There have been no rejected Priority Two recommendations during the reporting
period.

Internal Audit Progress Report Barrow Borough Council




4. INTERNAL AUDIT COVERAGE:

APRIL - DECEMBER 2015
System
I\I?:rﬁfagr Audit Assignment SignBificance Status Assurance
and
ANNUAL AUDITS
15-01 Income Collection 1
15-02 Housing Benefits 1 Draft Substantial
15-03 | Council Tax & Council Tax Support 1
15-04 | Business Rates (NNDR) 1
15-05 | Risk Management 1
15-06 | Cash Floats/Receipting Controls Final Substantial
15-08 | Fraud & Corruption Survey Complete N/a
15-09 Performance Management 2 Draft Substantial
15-10 Budgetary Control 2 Final Unqualified
15-11 Treasury Management 2 Final Unqualified
15-12 | Car Park Meter Income 2 Final Substantial
15-13 | Payroll (inc. Expenses) 2 Ongoing
15-14 | Accounts Receivable 2
15-15 | Corporate Control/Governance 2
15-16 i‘lfsgir:jggcggrrmgglgSSystem and 2 Q2 on-going N/a
15-17 Procurement {inc. Ordering) 2 Final Restricted
15-18 | Accounts Payable 2 Draft Substantial
15-19 | Housing Rents 2
15-20 Standing Orc_iers/Financia! . 5
Regs/Council Plans & Policies

15-21 I;g;:iirrng) Maintenance (Day to Day 2
15-22 | NFI Ongoing
15-24 | Licence Fee Review Complete N/a
15-25 | Benefit Certification Complete N/a

Internal Audit Progress Report
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System

Report Audit Assignment Significance Status Assurance
Number
Band
COMMUNITY ORGANISATIONS
AND MAYOR’S ACCOUNT
- Hawcoat Complete
- Abbotsvale Complete
- Dalton Community Association
Barrow Playing Fields Users
i Association 2013-14 Complete
15-23 | Mayor’s Account Complete
15-26 | Furness Maritime Trust Complete
IT ENVIRONMENT AUDITS
IT58 Mobhile Computing 1 Final Substantial
T59 Disaster Recovery 1
CONTRACT AUDIT
Stage 3
CR80 Roa Island Jetty review
complete
Stage 4
CR84 Barrow Cemetery NW Extension review
complete
: Stage 4
CR86 | Town Hall Roof review
complete
: : Stage 4
Re-Roofing Units 9 & 10 James _
CR90 Freel Close review
complete
Stage 1
CR91 Rawlinson Street Corridor review
complete
Stage 2
CR93 | 2014/17 CHP Roosegate Roofing review
complete
CR94 |2014 CHP Devonshire Road Commenced
Improvements
Stage 3
Town Hall Ground Floor ,
CR9S | Improvements review
complete

Internal Audit Progress Report

Barrow Borough Gouncil




Repaort

System

Audit Assignment Significance Status Assurance
Number
Band
Stage 5
CR96 | West Shore Coastal Defences review
complete
- : Stage 3
CRO7 garl_time Streets  Landscaping roviow
esign
complete
Stage 2
CR99 Housing stock condition survey review
complete
Stage 1
CR101 | CHP Electrical Contract review
commenced
Stage 2
CR102 | CHP Bathroom improvements review
commenced
Stage 2
CR103 | CHP Heating improvements review
commenced
Stage 2
CR104 | CHP Kitchen improvements review
commenced
Stage 1
CR105 | CHP Painting Contract review
commenced
Stage 1
CR106 | CHP Windows and Doors review
commenced
. , . Stage 1
CR107 ggtri]ve ll?vﬁtlin electrical repairs & Coview
ghting complete
, . . Stage 1
CR108 E:g;:r:{;clfalnc ;’eactwe repairs & review
complete
Stage 1
CR109 | Roofing and Ancillary Works review
commenced
. . . Stage 1
CR110 gguzli?é; Maintenance Responsive review
P commenced

Internal Audit Progress Report
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Report System
epo Audit Assignment Significance Status Assurance
Number
Band
Stage 1
CR111 | Housing Management System review
commenced
. . . Stage 1
Housing Maintenance Gas Service .
CR112 Contract review
commenced
15-07 IMPLLEMENTATION REVIEW
14-01 Income Collection (The Forum)
09-23 | Asset Management
11-23 Leisure Centre
11-28 Grounds Maintenance
11-25 Insurance
14-30 | Dog Kennels
IT49 Code of Connection
IT51 Information Security Policy
IT52 Infrastructure Management
IT55 IT Infrastructure Library
IT57 General Controls
Fraud Hotline Calls
Revenues/
Staff Related Other Total
Benefit related
2015/16
December)
2014/15
71 4 75
(Full year)

internal Audit Progress Report
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5. CLASSIFICATIONS

5.1 Classification of Assurance Levels

At the conclusion of each audit, we give an overall opinion on the level of assurance,
which we consider is provided by the controls in place within the system audited. The
following classification of assurance levels has been adopted:

Level Definition
1. Unqualified Assurance The controls appear to be consistently applied.
2. Substantial Assurance Evidence was identified to suggest that the

level of non-compliance with controls may put
some of the system objectives at risk.

3. Restricted Assurance The level of non-compliance identified places
the system objectives at risk.

4, None Significant non-compliance with controls was
identified leaving the system vuinerable to
error and abuse.,

5.2 Priority of Recommendations
Our audit recommendations are categorised by three priority levels: -

Priority 1 Major issues that we consider need to be brought to the attention of senior
management.

Priority 2 Important issues which should be addressed by management in their area
of responsibility.

Priority 3 Detailed issues of a relatively minor nature.

Internal Audit Progress Report Barrow Borough Council
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6. PERFORMANCE

The Public Sector Internal Audit Standards (PSIAs) require Internal Audit to be
measured in terms of performance. The indicators below provide information over the
arrangements and effectiveness of Internal Audit.

Indicator 2015/16

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

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

3 | Percentage of Final reports issued within 10 working days of 100%
receipt of management response. 0

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

Draft Reports issued

Ref Audit Date issued

15-03 Housing Benefits 18" Nov 2015

15-09 Performance Management 18" Nov 2015

15-18 Accounts Payable 17" Nov 2015

Internal Audit Progress Report
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 10th December, 2015 Item

Reporting Officer: Director of Resources 9

Title: External Audit - Annual Audit Letter for the year ended
31st March, 2015

Summary and Conclusions:

The Annual Audit Letter for the year ended 31st March, 2015, has been produced
by the External Auditors. The External Auditors will present the report to
Members.

Recommendations:

Members are recommended to receive the External Auditors report and raise any
guestions.

Report

The External Auditors have produced the Annual Audit Letter for the year ended
31st March, 2015, which summaries the key findings from the financial year 2014-
2015 audit work.

The report is attached at Appendix 5 and will be presented to Members by the
External Auditors.

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 10th December, 2015 Item

Reporting Officer: Director of Resources 10

Title:  External Audit - Committee Update

Summary and Conclusions:

An Audit Committee Update regarding current issues and developments has been
produced by the External Auditors. The External Auditors will present the report to
Members.

Recommendations:

Members are recommended to receive the External Auditors report and raise any
guestions.

Report

The External Auditors have produced an Audit Committee Update for Members,
regarding current issues and developments. The report is attached at Appendix 6
and will be presented to Members by the External Auditors.

Background Papers

Nil
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Part One

AUDIT COMMITTEE (D)
Agenda
Date of Meeting: 10th December, 2015 [tem

11

Reporting Officer: Director of Resources

Title: External Audit - Certification Work

Summary and Conclusions:

The certification work for Barrow Borough Council for year ended 31 March,
2015, has been completed by the External Auditors. The External Auditors have
written to the Council to report their findings and will present these at the meeting.

Recommendations:

Members are recommended to receive the External Auditor’s report and raise any
guestions.

Report

The External Auditors have completed the certification work relating to the
financial year 2014-2015; the Housing Benefits subsidy claim for the Department
of Works and Pensions.

The External Auditors have written to the Council to report their findings and this
letter is attached at Appendix 7. The External Auditors will present their findings
to Members.

Background Papers

Nil

14




APPENDIX No. /
Grant Thornton

Sue Roberts
Director of Resources

Batrow Borough Council

Town Hall
Duke Street
Grant Thornton UK LLP
Barrow-In-Furness 4 Vardman Square
Cumbria Spinningfields
Manchester
LA14 21D M3 3EB
T+44(0161) 234 6394
30 November 2015
Dear Sue, -

Certification wotk for Bartow Borough Council for year ended 31 March 2015

We are requited to certify certain claims and returns submitted by Barrow Borough Council
('the Council’). This certification typically takes place six to nine months after the claim petiod
and represents a final but impostant part of the process to confirm the Council's entitlement
to funding,

Artangements for certification ate prescribed by Public Sector Audit Appointments Limited
{formetly the Audit Commission), which aptees the scope of the work with cach relevant
government depastment ot agency, and issues auditors with a Certification Tnstruction (CI)
for each specific claim or return, '

For Batrow Borough Council, we have certified one claim fot the financial year 2014/15
relating to Housing Benefits. Full details are set out in Appendix A. Our wotk on this claim
indicated that the Council has apptopriate arrangements to compile and complete claims for
audit certification on a timely basis. However, as we explain in this letter, our detailed work
identified a2 number of errors which led us to qualify the claim.

Our work on Housing Benefits requires us to undertake a seties of tests to certify the return
that the Council submits to the Depattment of Work and Pension {'the DWP") setting out the
total amount of subsidy to be claimed. The total subsidy claimed by the Council in 2014/15
was £20.79 million with corresponding expenditure of £20.86 million to claimants. The
£20.79 million subsidy received includes £0.36 million for the administration of housing
benefits.

In accordance with the certification instruction, we are obliged to qualify the claim and issuc a
qualification letter when we identify ettors as part of our programme of testing. This year's
claim was qualified on the basis of errors identified affecting both Rent Rebate and Rent
Allowance wheteby claimants in receipt of Housing Benefit had either been underpaid or
overpaid.

In our initial sample of 40 cases, we found three errots. In two cases claimants had been
overpaid and in the other case the claimant had been underpaid. The two overpayments arose
as a result of errors in the assessment of the claimant’s income and the underpayment
occutrred as the Council had not used the correct start date when determining the point at
which the claimant became entitled to benefit.




In response to the errors identified in our initial testing we extended our audit testing to look
at a further 160 cases. 40 Rent Allowance cases were tested to confirm whether the correct
start date had been used. One further underpayment was identified. Our work on the other
120 cases focussed on the Council's assessment of claimant income — 80 cases relating to in-

.year entitlement were tested and 40 cases concerned ovespayments raised in the 2014/15
financial year in respect of benefit entitlement in prior financial years. Overall, this identified
19 errors. Of these, ten had resulted in claimants being overpaid and four related to
underpayments of benefit. There were five cases whete ont work indicated that the Council
had misstated the value of overpayments raised in 2014/15 in relation to prior years.

Alongside detecting instances where claimants had been overpaid or underpaid, we identified
errots whereby the Council had misclassified overpayments. These etrors are also reported in
our qualification letter. Ovetpayments are separately identified on the DWP return according
to whether the overpayment was attributable to a mistake ot omission on the patt of the
claimant o the Council. Qur initial testing identified two cases where overpayments had
been misclassified.

The DWP requite us to undertake follow-up work where etrots in the classification of
ovetpayments are identified in the initial sample. This work consisted of testing 80 cases
where overpayments had been raised. This work identified eleven ertots. In two cases
ovetpayments had been raised in errot and in the remaining nine cases overpayments had
been misclassified.

Our qualification letter was issued on 26 November 2015 ahead of the deadline of 30
November 2015. We note that the number of errors is similar to previous years although the
value of the errors found has reduced. However, a particular problem we identified this year
concetns the classification of some individually significant overpayments. We recommend
that the Council undettake a quasterly review of high-value overpayments so that the Couscil
can take assutance these have been correctly classified befote the claim is submitted to the
DWP.

The indicative grant claim certification fee for 2014/15 for the Council is based on the final
2011/12 cettification fee, reflecting the amount of work tequired by the auditor to certify
claims and returns in the yeat, as adjusted to remove fees relating to claims which no longer
tequire cetfification. The indicative scale fee set by the Audit Commission for the Council for
2014/15 was £18,310 and we confirm that this is the final fee for the 2014/15 financial year.
This represents a small reduction on the final fee for 2013/14 which was £18,430.

Yours sincetely

For Grant Thotnton UK LLP




Appendix A - Details of claims and returns certified for 2014/15

Claim or
return

Value (£)

Amended?

Amendment
(£

Qualified?

Certification
Fee

Housing
benefits
subsidy
claim
{BENO1)

20,788,675

No

0

Yes

£18,730




Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting: 10th December, 2015 Item

Reporting Officer: Corporate Support Manager 12

Title:  Monitoring Priority 1 Recommendations
Summary and Conclusions:

Monitoring the implementation of all agreed Internal Audit, Priority 1
recommendations.

Recommendations:

Members are invited to consider the report and determine whether further action is
required.

Report

Internal Audit undertakes reviews of Council’s systems as defined in the annual
audit plan. The audit conclusion may include priority 1 recommendations which
relate to major issues that need to be brought to the attention of senior
management. Senior managers consider the recommendations and determine
whether to accept or reject them. If the recommendation is accepted the manager is
agreeing to implement the recommendation.

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

There is one on-going Priority 1 recommendation in the kennels report 14-30.

The Council should ensure that all receipts issued by officers are from an official
receipt book provided by the Finance department.

The Streetcare Manager was issued with an official receipt book in June 2015
which is currently in operational use at the kennels.

There were three recommendations in the procurement report 15-17

The Council should ensure that procurements/purchases are consistently made in
accordance with the competition requirements of its Purchasing Policy.

Update: Managers have been reminded of the current Purchasing Procedure and
its requirements. The Procedure will be revised again early in 2016 with
operational feedback sought from across the Council. Revisions will be
incorporated only where there is no detrimental impact on key internal controls.

15



R2: The Council should formally tender the contract for inspection and repair of
the Borough's playgrounds in accordance with procurement regulations.

Update: The temporary arrangement remains in place at this time. The Assistant
Director - Community Services will update the position for the March 2016 Audit
Committee.

R3: The Council should ensure that correctly authorised official purchase orders
are issued for all relevant supplies in accordance with the Authority's procedures.

Update: Managers have been reminded of the current Purchasing Procedure and
its requirements. The Procedure will be revised again (including additional
clarifications) early in 2016 with operational feedback sought from across the
Council. Revisions and clarifications will be incorporated only where there is no
detrimental impact on key internal controls.

Unfortunately, the ‘immediate' action has slipped because | need some support to
deliver these recommendations. | will get in touch with my contact at SLDC to try
and get feedback on the post this week.

There is an outstanding priority recommendation form the Business Continuity
report 11-08:

The Council should produce a formally approved and up to date Business
Continuity Plan.

ICT disaster recovery arrangements are in place and are being tested. A regular
testing programme is being developed to ensure that the arrangements are robust.
Testing will take place in October 2015.

The IT service team has carried out testing and has confirmed that data can be
recovered from the back up servers. We cannot confirm that the data can be
accessed from the Park Leisure Centre at this stage because the upgrade of the
crematorium building prevents us from using the microwave repeater which
forwards the data.

Background Papers

Nil.
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Part One

AUDIT COMMITTEE (D)
Agenda
Date of Meeting: 10th December, 2015 [tem

13

Reporting Officer: Corporate Support Manager

Title:  Risk Management

Summary and Conclusions:

Provide Members with an update on changes to the Council’s risk register.
Recommendations:

Members are invited to consider the report and determine whether further action is
required.

Report

The latest risk register for 2014/15 is attached as Appendix 8 it continues to focus
on those business critical risks which are under the control of the Council.

The risk register was reviewed by Management Board at their meeting in
November 2015 and the following change was agreed:

Operational risks
Management Board has agreed two additional

In response to an Internal Audit recommendation IT services have identified three
operational risks:

e Breach of IT net work
e Significant system failure

e Unmanaged access to network.

The assessments relating to these risks are in the operational risk register as 010,
011 and 012 and are highlighted.

The Operational risk register is attached as Appendix 9.

Background Papers

Nil.
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Part One

AUDIT COMMITTEE (D)
Agenda

Date of Meeting:  10th December, 2015 Iltem

Reporting Officer: Director of Resources 14

Title:  Audit Committee Update
Summary and Conclusions:

This report contains an update on the 2015-2016 Accounts and an update on
current issues and developments.

Recommendations:

Members are recommended to receive the report and raise any questions.

Report

Statement of Accounts

The timetable for preparing the Statement of Accounts 2015-2016 will be agreed
in January 2016 and will reflect any adjustments that were identified during the
2014-2015 process. Each year the Accountancy Services Manager monitors the
closedown process and then re-orders certain events and tasks, and addresses
any bottlenecks. Sometimes these are caused by external factors, but plans are
developed to mitigate these as far as possible.

From 2017-2018 the audited Statement of Accounts will be published by 31st
July, with 31st May as the date to issue the draft Statement. This is currently
30th September and 30th June. In order to meet this challenge, the Accountancy
Services Manager will be timetabling for an earlier closedown of 2015-2016,
however we are holding onto 30th June, 2016, as the date to issue the draft
Statement — we are using this year as a dry run in preparation of the reduction in
time over the next couple of years.

An area where changes are being made to speed up the closedown process is
pension accounting. In order to receive pension valuation certificates before the
usual mid-May time, there will be more estimation in the figures provided to the
Actuary. The estimates in terms of the Council’s pension contributions are robust
and straight forward to prepare, it's the estimates of assets and future liabilities
that the Pension Section prepares for the whole fund where the large figures
come from.
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A change in the Accounting Code of Practice that we are currently working
through relates to the measurement of fair value. The Code requires assets and
liabilities to be measured and disclosed in accordance with IFRS 13 Fair Value
Measurement. Property, plant and equipment that are operational and therefore
providing service potential are measured for their service potential rather than fair
value. Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the
measurement date.

For 2016-2017 the measurement of transport infrastructure assets will be
adopted by the Code. This means that assets such as roads and street furniture
will be measured or valued in accordance with the Code. There are some
disclosure requirements for the 2015-2016 Statement of Accounts relating to this
change. As Cumbria County Council is the highways authority, it has been
proposed that the un-adopted highways assets held by the Borough Council are
valued as part of the exercise that the County Council will be carrying out for their
Statement of Accounts. That would be the most efficient way for the Borough
Council to obtain this information and the possibility of adoption for the major
asset we hold is being actively pursued with County officers.

Actions from 2014-2015

The actions from the Annual Governance Statement and Annual Governance
Report are being monitored for me by our Corporate Support Assistant, Brooke
Parsons. The actions and the updated Management responses are attached as
Appendix 10.

Council Tax Collection

The Government have consulted on improving the efficiency of council tax
collection. The summary of proposals is set out in the update from the External
Auditors. The Councils’ council tax collection rate has been between 96.6% and
96.8% for the last six years. Any efficiencies coming from the consultation are
welcomed.

Training

Furness Audit provided training on 10th November, 2015. | would like to thank
the Head of Internal Audit for providing the training for Members. Should
Members require any further training; this can be raised through the Personal
Development Plan process or with me for specific Audit Committee requirements.

Background Papers

Nil
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