AUDIT COMMITTEE

Monday, 29th July, 2019

Present: Councillor Noordad Aziz (in the Chair), Councillors Tim O'Kane (Vice

Chair), Addison, Chris Knight, Kath Pratt and Kate Walsh.

Apologies Councillor Michael Miller, Stuart Sambrook and Helen Stevenson.
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Apologies for Absence, Declarations of Interest, Dispensations and Substitutions

Apologies for absence were submitted from Councillor Michael Miller, Stuart Sambrook
(Policy & Research Officer) and Helen Stevenson (Grant Thornton).

Councillor Judith Addison acted as a substitute representative for Councillor Miller.

There were no reported declarations of interest or dispensations.

Minutes of the Last Meeting

The minutes of the last meeting held on the 11" March 2019 were submitted for approval.

Resolved - That the minutes be received and approved as a correct
record.

Risk Management Monitoring Report

The Head of Accountancy, David Donlan reported on behalf of the Policy and Research
Officer to present a report which informed the Committee of the outcome of the review of
the Generic, Strategic and Operational Risk Registers.

There had been no major changes to the Strategic Risk Register but a number of minor
changes had been made which were detailed in Appendix 1 of the report.

There had been no major changes to the Generic Risk Register during the review period.

There had been two major changes to the Operational Risk Register and a number of minor
changes which were detailed in Appendix 2 of the report.

A summary of all risks contained in the Generic, Operational and Strategic Risk Registers
were detailed in Appendix 3 of the report.

Councillor Chris Knight asked if the risk registers were available online for the general
public to view and it was reported that whilst not a confidential document they were for
internal purposes and not advertised on the website.

The Chair asked why the new risk on the operational risk register concerning failure of
primary and secondary air conditioning units in the server room had been added when it
was a low risk. Background information was provided to the Committee as to why the risk
had been added due to a number of factors.
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Councillor Tim O’Kane question item 35 and failure to secure the development of the
Clayton Triangle, although it was stated by Officers that this was just a title and more details
were included in the register.

Councillor Addison discussed item 27 and the risk of public injury as a result of unsafe
headstones and memorials in cemeteries across the borough. She explained that with the
place of worship in Church Kirk having closed, the graveyard was not maintained and
located next to a new housing development. The Deputy Chief Executive reported that the
Parks Department had the relevant insurances and equipment to provide safety
assessments on this matter.

Resolved - That the report be noted for informational purposes.
Annual Internal Audit Report and Audit Opinion 2018/19

The Head of Audit and Investigations had submitted a report to inform and update Audit
Committee on the Annual Internal Audit Report and Audit Opinion for 2018/19 and to give
details on the performance of the Internal Audit Team and final outturn position for 2018/19.

Appendix 1 provided a detailed summary to Members and reported that good levels of
internal control were found to be in place and no significant areas of concern were found
that could impact on the Council’s Financial Statements.

The Audit Opinion for 2018/19 was classed as “Substantial assurance’ which meant that
work undertaken was generally conducted with a sound system of internal control designed
to meet the service objectives. The controls in place are generally being applied
consistently, however some weaknesses in the design and/or inconsistent application of
controls put the achievement of particular objectives at risk.

Each audit report issued was given an audit opinion on the issues identified and reported by
internal audit. Table 2 of the report detailed the opinions and how many each was issued in
2018/19.

Table 3 of the report detailed the Satisfaction and Quality Questionnaire (S&QQ) results for
2018/19 and included he comparative results for the preceding financial years.

Table 4 of the report detailed internal audit performance for 2018/19 together with the two
most recent financial years as a comparison.

Table 5 showed an analysis on internal audit time during 2018/19 with the comparative
figures for the previous 2 financial years.

Whilst Table 6 detailed the work carried out by internal audit during 2019/19 and is based
on actual time recorded against the original approved time allocated within the Audit Plan
for 2018/19.

Target coverage for the 2018/19 Audit Plan was 98% and 95.32% was achieved. Whilst the
out-turn figure was not significantly below the actual target, the Head of Audit &
Investigations had carried out additional calculations and established that had there been
no sickness, special leave, compassionate leave and other leave then the out-turn figure for
the year would have been 98.74% which would have been 0.74% above the target
coverage. Therefore the 2019/20 Audit Plan coverage target remains at 98%.

Resolved - That the report be noted for informational purposes.
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Public Sector Internal Audit Standards- Quality Assurance & Improvement
Programme

The Head of Audit & Investigations informed members of the current position with the
Quality Assurance and Improvement Programme (QAIP) which set out how HBC manage
any of the Public Sector Internal Audit Standards (PSIAS) that are not compliant, thus
ensuring conformance with the PSIAs overall.

Appendix 1 of the report provided details on quality assurance issues for conformance with
the standards along with elements of standards that are partially compliant or not yet
compliant.

Councillor O’ Kane commented on partner organisations and in the past the Council had a
good working relationship with Hyndburn Homes. With Onward Homes having taken over
the housing stock there was not the same agreements in place and the general public still
viewed the properties ads Council owned housing. The Head of Audit & Investigations
stated that Onward Homes received no support from the HBC Audit Department and that
customer complaints had to be redirected back to Onward Homes.

Councillor Addison reported it had taken 15™ months of dialog to set up a communications
channel with Onward Homes and Councillor Walsh added that properties in her ward had
long term maintenance problems.

Resolved - That the report be noted for informational purposes.
Audit Reports & Key Issues- Progress Report for the Period February- June 2019

The Head of Audit and Investigations submitted a report to inform members of the Audit
Committee of Audit Reports issued during the period February 2019 - June 2019 and bring
to the attention of the Committee what the key issues were.

It was reported there was a target of 98% of the audit plan to be completed by the end of
the current financial year in terms of audit days completed. The figures contained in the
report gave updated details to the end of June 2019 (21.37% of the plan completed) and
the projected out turn position for 2019/20 (85047% of the plan completed).

A summary of the main issues arising from audits carried out between February- June 2019
was attached to Appendix 1 of the report and detailedboth substantial audit assurance in
the following areas:

Substantial Assurance
Procurement arrangements
Bank reconciliation

Dog warden services
Markets

Land charges

Councillor Walsh reported there was no direct way to contact the Dog Warden as the
website redirected residents to general enquiries. Councillor Pratt questioned if the item
should be referred to the relevant Overview and Scrutiny Committee and the Chair would
ask for the item to be included in the work programme, if possible.

Councillor O’Kane requested an update on the finance set aside for local authorities to deal
with Brexit. The Deputy Chief Executive stated that the topic had been discussed at
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Management Team although they were awaiting further information from central
government now there had been a change in Prime Minister and the October deadline was
approaching.

Councillor Addison commented on procurement and was there a central purchasing
process rather than it being done on an individual basis.

Resolved - That the report be noted for informational purposes.
Audit Follow-Ups Report for the Period March- June 2019

The Head of Audit and Investigations submitted a report to inform members of the Audit
Committee on the outcome of routine follow-ups following previous agreed action plans for
completed Audit Records. The follow-ups detailed within the report were those carried out
during the period March- June 2019.

The information on the following follow-ups were carried out during the period March to
June 2019 and were detailed within Appendix 1 of the report.

o Internet and E-Malil
4 actions agreed and 4 actions had been implemented

. CCTV
2 actions agreed and 2 actions had been implemented

. Accounts Receivable
4 actions agreed and 4 actions had been implemented

Councillors O’Kane and Knight discussed junk emails and how best to deal with the issues
whilst the Head of Audit and Investigations provided information on how different users
across the authority have varying degrees of size limits allocated to their mail boxes.

Resolved - That the report be noted for informational purposes.

Audit Findings Report for Hyndburn Borough Council (Year ended 31 March 2019)
Grant Thornton

Grant Thornton submitted a report to inform members of the committee on the audit
findings and highlighted the key findings arising from the statutory audit of HBC and the
preparation of the Council’s financial statements for the year ended 31st March 2019 for
those charged with governance.

Andrew Smith of Grant Thornton communicated the headlines of the report and provided
Members with a summary of details for each section, which included:

Significant findings- audit risks

Significant findings- other issues

Significant findings- key judgements & estimates
Significant findings- matters discussed with management
Significant findings- going concern

Other communication requirements

Other responsibilities under the code

Value for money

Independence and ethics
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Action plan

Follow up of prior year recommendations
Audit adjustments

Fees

The report was explained with a summary of details for each section and Members
provided comments during the presentation of all the information.

The Chair on behalf of the Audit Committee thanked the Grant Thornton team for all the
work undertaken and requested that a thank you be recorded in the minutes to the Deputy
Chief Executive, Head of Accountancy and the HBC finance team for their work this year to
meet the required deadlines.

Resolved - That the report be noted for informational purposes.
Statement of Accounts 2018/19

The Head of Accountancy submitted a report to inform Members of the Audit Committee on
the production of the annual accounts and their external audit and to deal with any issues
arising from this work.

The HBC statement of accounts was attached to the supplemental agenda as appendix A,
along with a letter of representation from HBC to Grant Thornton (Appendix B) and the
Capital Outturn report which contained slippage on the Capital Programme 2018/19 to
2019/20 (Appendix C).

The report submitted was to ensure the Council complies with its statutory duty to submit
the audited accounts for 2018/19 by the 31 July 2019 deadline.

Resolved - (1) That Audit Committee approved and signed the
Council’s Statement of Accounts for 2018/19 (In Appendix A);
and

- (2) That Audit Committee approved and signed the letter of
representation (In Appendix B); and

- (3) That Audit Committee approved the slippage on the Capital
Programme (In Appendix C); and

- (4) That Audit Committee noted the audit findings report
produced by Grant Thornton (Agenda item 9).

Time/Date/Venue of Next Meeting of Committee

Resolved - That the next meeting of the Audit Committee be held on
Monday 18™ November 2019 at 5.00pm in Scaitcliffe House.



Chair of the meeting
At which the minutes were confirmed



