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AUDIT COMMITTEE 
 
Minutes of the proceedings at a meeting of the Audit Committee held in the 
Georgian Room, Kendal Town Hall, on Thursday, 25 September 2014, at 6.30 pm. 
 

Present 
 

Councillors 
 

 Stephen Coleman (Chairman) 
Pru Jupe (Vice-Chairman) 

 
Ben Berry 

Annie Rawlinson 
 

Ian Stewart 
David Williams 

 

  
 

Apologies for absence were received from Councillors Stan Collins. 
 

Officers 
 

Michael Keane Assistant Director Strategic Planning 

Shelagh McGregor Assistant Director Resources (Section 151 Officer) 

Peter Notley Chief Accountant 

Helen Smith Financial Services Manager 

Debbie Storr Director of Policy and Resources (Monitoring Officer) 

  

Also in attendance at the meeting were Jackie Bellard (External Audit Director) 
and Gill Martin (Internal Audit Manager). 
 

AUD/17 MINUTES  
 
RESOLVED – That the Chairman be authorised to sign, as a correct record, the 
minutes of the meeting of the Committee held on 17 July 2014. 
 

AUD/18 DECLARATIONS OF INTEREST  
 
RESOLVED – That it be noted that no declarations of interest were made. 
 

AUD/19 LOCAL GOVERNMENT ACT 1972 - EXCLUDED ITEMS  
 
RESOLVED – That it be noted that there were no items in Part II of the Agenda. 
 

AUD/20 WORK PROGRAMME 2014/15  
 
The Committee reviewed its Work Programme for 2014/15. The Financial Services 
Manager explained that the only change had been deferring review of the 
Whistleblowing Policy to the December meeting. It was requested that, as had 
been done previously, changes to the Work Programme be highlighted for tracking 
purposes.  
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RESOLVED – That the Work Programme for 2014/15 be noted and suggested 
changes be incorporated as appropriate. 
 

AUD/21 INTERNAL AUDIT REPORT RECOMMENDATIONS AND ANNUAL 
GOVERNANCE STATEMENT ACTION PLAN - PROGRESS MONITORING 
REPORT  
 
The Assistant Director Resources (Section 151 Officer) presented a progress 
report on implementation of Internal Audit governance recommendations and the 
Annual Governance Statement Action Plan.  
 
The Audit recommendations had all been fully implemented and the Action Plan 
work was well on track. 
 
RESOLVED – That the progress made with implementing Internal Audit 
recommendations and progress made against the Annual Governance Statement 
Action Plan be noted. 
 

AUD/22 INTERNAL AUDIT REPORTS 2014/15  
 
The Internal Audit Manager explained that a new audit report template had been 
developed which was also being used across the Cumbria Shared Internal Audit 
Service. There were a number of reasons for a new format: 
 

 Conformity with Public Sector Internal Audit Standards 

 External Audit recommendations of Internal Audit 

 Internal Audit best practice 
 
The main reporting headings were audit findings and recommendations, risk and 
management response. Recommendations were now graded high, medium or 
‘advisory’ whilst the same four assurance levels remained. It was a risk-based 
methodology approach highlighting ‘exceptions’ to tackle which allowed Managers 
to focus on relevant issues. Progress implementing recommendations was tracked 
as appropriate.  
 
Comments were made concerning the front page and prominence of the relevant 
service title on the front and main pages. These were noted. There were 
comments on whether the detail of the report layout could be simplified. The 
usability of the format would be reviewed over the next meetings.  
 
The Internal Auditor presented various reports for audits undertaken in 2013/14 as 
part of the agreed Audit Plan for that year. The scope of each audit was listed in 
the reports. 
 
22.1 Asset Management 
 
This audit of Asset Management had resulted in a partial assurance. Seven 
recommendations had been made of which two were high priorities. These related 
to risk assessment processes and associated documentation, and improving rental 
invoice management.  
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Better risk assessment and management systems with the Council’s property 
management agent, NPS, needed to be developed to ensure that contractors’ risk 
assessments were checked and authorised by NPS before works were 
undertaken. Risk assessment documentation also needed to be properly 
completed and retained appropriately. A proportionate action plan was being 
developed.  
 
Better communication and coordinated management systems with the Council’s 
property management agent, NPS, needed to be developed to ensure robust and 
accurate rental invoice management. This would involve regular meetings 
involving Finance, Legal and NPS. An action plan had been developed including a 
comprehensive review of rental agreements to ensure details were up-to-date. 
 
All recommendations were appropriately accepted by Management for 
implementation with agreed timescales. 
 
Members commented on these high priority recommendations and also medium 
priority recommendations concerning implementation of rent reviews, which linked 
in with the high priority invoices recommendation, and a single property investment 
strategy for the Council to maximise returns. 
 
They felt it was important to rapidly implement robust risk assessment 
management systems involving documentation as evidence of assessments 
undertaken. It was accepted that completion timescales needed to be realistic but 
treated with some urgency. It was clarified that the actions required could be 
completed in two weeks by mid October.  
 
Members were concerned that invoice issues had been ongoing for a considerable 
amount of time. There also appeared to be a communications discrepancy with 
NPS.  
 
It was suggested, and agreed by the Internal Auditor, that the separate medium 
priority recommendation, on rent reviews, needed to be upgraded to a high priority 
as rental income arrears from this were arising.  
 
Members asked for an update to the December meeting on the details behind the 
report, and the number of rentals and arrears.  Work was progressing and some 
individual cases could take some time to resolve. Alongside regular meetings, 
procedures were needed to effect actions and the end of October was suggested 
as a target completion date. 
 
Members were informed that a medium priority recommendation had been made 
to promote development of a single investment strategy setting investment 
performance targets. Members felt that the return on property assets was too low. 
They noted the size of the Council’s property portfolio of which there were around 
a dozen commercial properties (excluding Lake assets). They accepted that, for 
the wider portfolio, there were objectives, besides financial returns, such as 
community benefits and helping deliver other priorities.  
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It was explained that Management could develop a single strategy but generally 
assets were considered on a case-by-case basis. The property advice contract 
was also being market tested which would aim to increase value for money. 
 
Members felt that the current financial return on investment assets valued at 
£4.3m should be improved upon and a comprehensive strategy, involving NPS, 
needed to be developed much sooner than the proposed completion target of end 
March 2017 (which was based on the next scheduled review of the current 
strategy).  
 
Management suggested that development of a draft strategy, involving partners, 
capturing commercial elements and wider non-commercial objectives, could be 
pursued as part of the development cycle for the 2015/16 Council Plan and 
Budget, i.e. target of February 2015.  
 
RESOLVED – That  
 
(1) the Internal Audit report be noted; 
 
(2) progress reports on the two high priority recommendations and medium 
priority recommendation on an asset investment strategy be reported to the 
December meeting and the Chief Executive be invited to attend; and 
 
(3) progress reports on implementation of other recommendations be 

provided at future meetings as appropriate.  
 
22.2 Members and Officers Expenses 
 
This audit of Member and Officer Expenses had resulted in a reasonable 
assurance. Three recommendations had been made of which two were medium 
priorities. These related to updating procedures to tally with software system 
changes and robust password systems. An advisory recommendation had been 
made concerning correct VAT headings and maximising returns.  
 
Members felt that IT security was a significant priority and that the proposed 
completion date of end March 2015 needed to be more immediate. Assurance was 
given that the primary network password system was robust. This concerned the 
second layer of IT security but Members’ comments would be taken on board.  
 
Members queried whether more could be done to encourage greater submission 
of receipts for VAT on petrol. It was explained that the Council only needed to 
submit sufficient numbers of such receipts to support the VAT being claimed.  
 
RESOLVED – That the Internal Audit report be noted and progress reports on 
implementation of recommendations be provided at future meetings as 
appropriate. 
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AUD/23 INTERNAL AUDIT PROGRESS REPORT 2014/15  
 
The Internal Audit Manager presented the second progress report for 2014/15 
which summarised Internal Audit activity to date (end August 2014). She explained 
that Appendix 1 provided headline information on the Audit Plan work flow 
including scheduled reporting and amount of work undertaken. Performance 
targets would be reported and published quarterly. This new format was more 
usable for Members and officers.  
  
RESOLVED – That the following be noted: 
 
(1) progress achieved in 2013/14 in delivering the Audit Plan, and the 
outcomes of completed audit reviews, as at Appendix 1 to the report; 
 
(2) the Audit Manager’s opinion of reasonable assurance on the Council’s 
overall systems of governance, risk management and internal control for the year 
ended 31 March 2014; 
 
(3) the Audit Manager’s declaration of conformance with the mandatory Public 
Sector Internal Audit Standards; and 
 
(4) the Audit Manager’s declaration of Internal Audit independence as required 
by the Public Sector Internal Audit Standards. 
 

AUD/24 EXTERNAL AUDIT PROGRESS REPORT  
 
The External Audit Director explained that a separate progress report was not 
usually given at this point in time when, at this meeting, the comprehensive Annual 
Opinion on the Statement of Accounts was being considered. 
 
RESOLVED – That it be noted a separate progress report from the External 
Auditor was not required.  
 

AUD/25 EXTERNAL AUDITOR'S OPINION - STATEMENT OF ACCOUNTS 2013/14 
(AUDIT FINDINGS AND FINANCIAL RESILIENCE REPORTS)  
 
The External Audit Director presented this report which formed the External 
Auditor’s Opinion on the 2013/14 Statement of Accounts. The main section was 
the ‘Audit Findings’. Other sections included Value for Money incorporating the 
Council’s Financial Resilience which had been covered the previous year and had 
not materially changed. 
 
The External Audit Director explained that most work referred to in the document 
was now complete. The final accounts and associated letter of representation 
needed to be signed off. 
 
In summary, this was a good set of accounts with just a few minor (disclosure and 
misclassification) technical amendments but no material financial adjustments 
required. An unqualified opinion on the accounts and value for money was given. 
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Some explanations were given where amber performance or risk had been given. 
This included some refinement being sought generally from CIPFA as to the most 
practical frequency of revaluation of property, plant and equipment. CIPFA 
guidance currently appears to require items in the same classification group to be 
revalued annually.  
 
Value for Money related to having financial resilience and good use of resources 
(economic, efficient and effective). This all concerned good planning and controls. 
The Council had robust arrangements for challenging and securing value for 
money. In particular, the effective management of sickness absence was 
commended with the Council’s performance being very good against comparable 
authorities.  
 
Members asked that the positive sickness absence feedback be relayed back to 
Human Resources.  
 
RESOLVED – That the External Auditor’s Opinion on the 2013/14 Statement of 
Accounts be noted. 
 

AUD/26 STATEMENT OF ACCOUNTS 2013/14  
 
The Chief Accountant presented this report which followed on from the External 
Auditor’s Opinion on the 2013/14 Statement of Accounts. Members had reviewed 
the unaudited Accounts at their July meeting. The audit process had identified a 
few changes required and the final audited version was presented for signing off.  
 
Members commended the quality of work undertaken and the effort put in and 
asked for this positive feedback to be relayed back to Finance staff.  
 
RESOLVED – That 
 
(1) the revised Statement of Accounts, including the Annual Governance 
Statement, as at Appendix 1 to the report be approved; 

 
(2) the letter of representation as at Appendix 2 to the report be approved;  

 
(3) the Chairman of the Audit Committee be authorised to sign the Letter 
of Representation and the Statement of Accounts on behalf of the Committee. 
 

AUD/27 UPDATE ON DEBTOR RECOVERY  
 
The Financial Services Manager presented this report explaining that this followed 
on from when debt recovery was last considered by the Audit Committee and an 
update had been requested, and from the Committee’s July meeting when an 
Internal Audit report on the debt service area had been considered,  
 
She added that the report outlined the scale of debts recovered during the year, 
level of outstanding debts and range of debts. The report also included a draft 
Debt Recovery Policy. There was currently no such policy but it was good practice 
to have one. 



21 
25.09.2014 Audit Committee 
 

 

Members commented on the length and level of aged debts especially those over 
one or two years enquiring whether there was a case for writing these off. It was 
explained there were a range of recovery options applied to cases as appropriate 
from court orders through to simple instalment plans. Practical approaches were 
pursued, e.g. small instalments over a long period balancing affordability and 
recovery. There were occasionally exceptional cases where large debts were 
written off as doing so could help deliver Council priorities.  
 
Members were also informed that some large debts had been secured since April 
and there was a lot of on-going work to resolve other debts, particularly such as 
Lake encroachment fees. The options for individual debts were reviewed as 
appropriate.  
 
In response to Members’ questions, it was confirmed that the end year target for 
percentage of debts fully recovered was to be comparable to 2012/13 and earlier 
years (over 98%). Members suggested that the debt collection table headings 
could be based around total amount collected, percentage paid and amount 
outstanding. It was confirmed that the table would be remodelled as appropriate.  
 
RESOLVED – That 
 
(1) the progress made to recover outstanding debts due to the Council be 
noted; and 

 
(2) the draft Debt Recovery Policy as at Appendix 2 to the report be noted. 
 

AUD/28 STRATEGIC RISK REPORTING  
 
The Director of Policy and Resources (Monitoring Officer) presented this report 
explaining that quarterly performance monitoring pages had been included in the 
report but that the focus was on the strategic risks section. Quarterly reports were 
considered by the Overview and Scrutiny Committee and Cabinet whilst Audit 
Committee had also asked for sight of this risk management for assurance 
purposes. 
 
She also gave a verbal update on recent business continuity events. Some key 
data centre components had failed prior to the completion of replacement 
equipment procurement. Disaster recovery plans had been implemented with off-
site back-up storage ensuring that no data was lost and IT staff had worked hard 
to ensure systems were working effectively again as soon as possible. Priority was 
given to vulnerable people, i.e. revenue and benefit support payments.  
 
Procurement of the replacement equipment had been brought forward through an 
urgent decision. Until the new equipment was in place, systems would still be 
vulnerable but this would be manageable.  
 
Members complimented the effort in reviving systems without loss of data and the 
recovery plan. Subject to practicalities, they asked if half-day back-ups should be 
undertaken at least until systems were fully secure.  
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RESOLVED – That the reporting of current strategic risks during quarter one 
2014/15 as at Appendix 1 to the report and the verbal update be noted.  
 

AUD/29 OTHER SIGNIFICANT FINANCIAL ISSUES  
 
The Assistant Director Resources (S151 Officer) reported that there were no 
significant financial issues to report. 
 
RESOLVED – That it be noted there were no significant financial issues to report.  
 
The meeting ended at 8.30 pm. 


