
 

MEETING 
AUDIT COMMITTEE 

DATE AND TIME 
MONDAY, 29 JUNE 2009 AT 7PM 

VENUE 
BARNET HOUSE, 1255 HIGH ROAD, 

WHETSTONE, N20 0EJ 

 

 
TO: MEMBERS OF THE COMMITTEE (Quorum 3) 
 
Chairman: Councillor Jeremy Davies 
Vice Chairman: Councillor John Marshall  
 
Councillors: 
Danish Chopra Geof Cooke Tom Davey 

Daniel Webb  Andreas Tambourides  
 
Substitutes: 
Councillors 
Wayne Casey Dean Cohen Monroe Palmer 

Hugh Rayner Alan Schneiderman Agnes Slocombe 

 
You are requested to attend the above meeting for which an Agenda is attached. 

 
David Seabrooke, Democratic Services Manager 
Democratic Services contact: Nazyer Choudhury 020 8359 2031 

 
CORPORATE GOVERNANCE DIRECTORATE 
 
 
To view agenda papers on the website: http://committeepapers.barnet.gov.uk/democracy 
 

FACILITIES FOR PEOPLE WITH DISABILITIES 

Barnet House has access for wheelchair users including lifts and toilets.  If 
you wish to let us know in advance that you will be attending the meeting 
please telephone Nazyer Choudhury on 020 8359 2031.  People with hearing 
difficulties who have a text phone, may telephone our minicom number on 
020 8203 8942.  All of our Committee Rooms also have induction loops. 

 

   



   

ORDER OF BUSINESS 
 

Item 
No. 

Title of Report Contributors Page Nos 

1 MINUTES - - 

2 ABSENCE OF MEMBERS   

3 PUBLIC QUESTION TIME - - 

4 DECLARATION OF MEMBERS' PERSONAL 
AND PREJUDICIAL INTERESTS 

- - 

5 MEMBERS’ ITEMS   - 

6 Internal Audit and Annual Report 08/09 

 
- 1- 49  

7 Annual Report of the Corporate Anti Fraud Team 
2008/9 

 50 – 70 

8 Annual Audit and Inspection Letter   71- 89 

9 External Audit Fees 09/10  90 – 98 

10 2008/9 Statement of Accounts   99 - 139 

11 Annual Governance Statement   Separate 
Circulation  

12 ANY OTHER ITEMS THAT THE CHAIRMAN 
DECIDES ARE URGENT 

- - 

 
 
 

Fire/Emergency Evacuation Procedure 

If the fire alarm sounds continuously, or if you are instructed to do so, you must leave the 
building by the nearest available exit.  You will be directed to the nearest exit by 
Committee staff or by uniformed porters.  It is vital you follow their instructions.  

You should proceed calmly; do not run and do not use the lifts. 

Do not stop to collect personal belongings. 

Once you are outside, please do not wait immediately next to the building, but move 
some distance away and await further instructions. 

Do not re-enter the building until told to do so. 

 


	Agenda 29.6.09
	Councillors

	Reports Pack
	Hems report
	1 RECOMMENDATIONS
	1.1 That the Committee note the contents of the report and the actions being carried out to address deficiencies.
	1.2 That the Committee consider whether there are any areas on which they require additional action.

	2 RELEVANT PREVIOUS DECISIONS
	2.1 The Audit Committee on 10th March 2009 included in the work programme for 2009/10, the Internal Audit Annual Report for 2008/9.
	2.2 The Audit Committee on 15th February 2006, having noted the Internal Audit 2004/5 Annual Report Update, instructed the Chief Internal Auditor (as was), in future, to provide progress reports to the Committee on any areas where, in his professional opinion, no significant progress has been made by management in addressing audit findings, and that, in such circumstances, the Chief Internal Auditor be required to bring forward recommendations to the Committee (which it might accept or reject) on possible courses of action to achieve the required progress, which could include in exceptional circumstances calling the relevant Head of Service and, or Cabinet Member to attend and explain the situation to the Committee.

	3 CORPORATE PRIORITIES AND POLICY CONSIDERATIONS
	3.1 Continuous improvement is necessary for us to deliver our priorities. We must improve how we work and the infrastructure we work with. Our corporate services, including finance, human resources and corporate governance, play a significant part in helping us achieve our vision for: 
	“A smaller entity with a smaller but more efficient corporate support function and a greater concentration of resources on outcomes.”

	3.2 We are committed to continually improving how we work to provide community leadership, community choice and higher quality services at the lowest possible price. (Corporate Plan 2008/09 - 2011/12)

	4 RISK MANAGEMENT ISSUES
	4.1 The purpose of the Internal Audit Annual Report 2008/9 is to highlight to the Audit Committee, relevant Cabinet Members, Chief Executive, relevant Council Directors and External Audit, the findings of Internal Audit work conducted in 2008/9 (for work that has not previously been reported in the 2008/9 Interim Annual Report). 
	4.2 The report identifies those areas which are of significant risk in the work undertaken by Internal Audit during this period.
	4.3 The internal audit work contributes toward increasing awareness and understanding of risk and controls amongst managers and improving management processes for securing effective risk management.

	7 LEGAL ISSUES
	9. BACKGROUND INFORMATION 
	Introduction
	9.1 The report provides summary details in Appendix A of all Internal Audit reports which have been agreed and finalised with clients as at 29th May 2009.  The report also identifies and gives more detail on those areas which are of significant risk.  This is a planned report within the 2009/10 work programme for this Committee.
	Executive Summary
	9.2 Although it is impractical to give an overall opinion on the control environment, generic control weaknesses are identified in the analysis document at Appendix D.   As can be seen, the top three most recurring areas of weakness are:
	 Objectives/goals not achieved (45 instances out of a total 126 reported risks). 
	Findings here reflect risks that may impact on the likelihood of objectives being meet efficiently, effectively and economically.
	 Non compliance with policies and procedures (29 instances out of a total 126 reported risks).
	Findings in this area do not necessarily mean that policies and/or procedures do not exist but that improvements or additions to existing policies and/or procedures may be required. The generic risks that result from these omissions include potentially: lack of consistency; standards not being set, understood or complied with; loss of knowledge due to staff changes; increased training time for new staff.
	 The integrity of information/data is unreliable (26 instances out of a total 126 reported risks). 
	Finding in this area reflect risk that impact on the quality of informed decisions and actions.
	For the above areas of weaknesses occurrences reported in the Internal Audit Annual Report for 2007-8 were:
	 31 out of 80 for objectives/goals not achieved. 
	 15 out of 80 for non compliance with policies and procedures.
	 19 out of 80 for the integrity of information/data is unreliable.  
	It is important to recognise that as different systems and processes are audited each year the mix of recurring weaknesses will undoubtedly vary from one year to the next. 
	9.3 We have agreed management action to address weaknesses recorded in the respective reports, which, if implemented, will improve the overall control environment. 
	9.4 24% of risks were assessed by internal audit as ‘Priority 1’, signifying that there was a ‘significant risk that either objectives will not be met efficiently and effectively or that fraud or irregularity is unlikely to be prevented or detected’.   
	9.5 76% of risks were ‘Priority 2’, signifying ‘only limited assurance that objectives will be met efficiently and effectively or that fraud or irregularity will be prevented or detected’.
	Follow-ups
	9.6 All Internal Audit work is followed up as a matter of course.  The annual report provides summaries of the assurances at follow-up audits. Follow-ups indicate how the level of audit assurance has changed as a result of management implementation of agreed actions. Details of the assurance revisions on the 26 follow-ups conducted in the report period are detailed below. Whilst it is encouraging to note that there are no areas at ‘no’ assurance and 13 areas are now at a ‘full’ or ‘satisfactory’ level of assurance, it needs to be noted that there are 13 that are still at ‘limited’ indicating that further management action is required to fully implement agreed actions or mitigate identified risks.
	Corporate Governance and Risk Management
	Corporate Governance
	9.7 We completed a full review of corporate governance arrangements and provided a ‘satisfactory’ level of assurance in 2007/8. The audit compared the Council’s corporate governance arrangements against the revised CIPFA Solace framework, Delivering Good Governance in Local Government: Framework that was issued in July 2007. The next full review of governance is planned for 2009/10 (quarter four).
	Risk Management
	9.8 An audit of the risk management function in 2007/8 provided a ‘satisfactory’ level of assurance that the development of corporate risk management is progressing adequately. As there was some non-compliance and poor practice in services, we decided to undertake audit of the Internal Control Checklist process, which is designed to enable managers to assess and improve the risk and control environment within their areas of control, in services across the Council.
	In 2008-9, we completed a review of the ICC process within the Corporate Governance Directorate. We provided a ‘limited’ level of assurance on this review, which will be followed-up in 2009/10 (quarter two).
	During 2009/10, the ICC process will be reviewed within Planning, Housing and Regeneration (quarter two), Environment and Transport (quarter two), Children’s Service (quarter two) and Adult Social Services (quarter three).
	Customer Evaluation Questionnaires
	9.9 The Audit Committee at the meeting on 20 March 2007 asked that Internal Audit reinstate the performance indicator on Customer Evaluation Questionnaires to comply with the CIPFA Code of Best Practice for Internal Audit.  Performance for the past three years is summarised below:
	2006/07
	47 questionnaires sent; 38 questionnaires returned. An average score of 2.5 was achieved where 1 = excellent; 2 = highly effective;   3 = perfectly satisfactory; 4 = not quite good enough and 5 = unacceptable.
	2007/08 
	25 questionnaires sent; 15 questionnaires returned. An average score of 2.1 was achieved.
	2008/09  
	28 questionnaires sent to date; 12 questionnaires returned to date. An average score of 2.3 was achieved.
	When last reviewed by the Committee, our target was set at 3 or better (i.e. lower).  
	Internal Audit performance Management
	9.10 Appendix B describes the changes the original audit plan.  The report shows reviews that are deferred, cancelled or newly commissioned with relevant reasons for the changes.
	9.11 Appendix C gives the position against the Internal Audit unit’s performance indicators (PIs). The PI regarding percentage of audit plan completed refers to the achievable plan i.e. after any reviews have been deferred or cancelled and taking newly commissioned reviews into account.  

	10. LIST OF BACKGROUND PAPERS
	10.1 Any person wishing to view any of the background papers should telephone 020 8359 7154.
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	Hems appendix c
	Appendix C 2008-09 PIs

	Hems appendix d
	2008-09

	Vals reort
	1. RECOMMENDATIONS
	2. RELEVANT PREVIOUS DECISIONS

	Vals appendix a
	Phils annual letter report
	Audit Committee
	Report of
	1 RECOMMENDATIONS
	2. RELEVANT PREVIOUS DECISIONS
	3. CORPORATE PRIORITIES AND POLICY CONSIDERATIONS
	3.1 The Annual Audit and Inspection Letter addresses fundamental aspects of financial standing and performance management in Barnet, which relates to the Council’s ‘More Choice, Better Value’ corporate priority.

	4 RISK MANAGEMENT ISSUES
	5 EQUALITIES AND DIVERSITY ISSUES 
	5.1 The Annual Audit and Inspection Letter covers the inspection and assessment of all services within the authority which, in turn, impact on all members of the community.

	6 USE OF RESOURCES IMPLICATIONS (FINANCE, PROCUREMENT, PERFORMANCE & VALUE FOR MONEY, STAFFING, ICT, PROPERTY, SUSTAINABILITY) 
	9 BACKGROUND INFORMATION 
	9.1 The purpose of the Annual Audit and Inspection Letter is to summarise the conclusions of and significant issues identified by the Council’s External Auditor, Grant Thornton UK LLP, during their audit and inspection activity. In addition to this, it summarises the work of other inspectorates. These include the work of the Audit Commission in assessing the Council under the Comprehensive Performance Assessment (CPA); Ofsted’s annual performance assessment of services for children and young people; and the Commission for Social Care Inspection’s (CSCI) annual performance inspection of adult services.
	9.2 The External Auditor is expected to attend the Committee meeting to introduce his report and respond to questions. This covering report extracts the key messages from the Annual Audit and Inspection Letter 2007/08, which is attached to this report.
	9.3 The following is drawn to the attention of this Committee:
	9.3.1 The Statement of Accounts have been given an unqualified audit opinion.
	9.3.2 The Audit Commission’s judgement of the Council’s overall performance under the Comprehensive Performance Assessment has been lowered from 4 stars to 3 stars.
	9.3.3 The Council is improving strongly with improvement in key priority areas such as educational attainment, tackling crime, environmental services and services for older people. However, performance improvement of cultural services remains a challenge for the Council.
	9.3.4 The Council is working well with partners to create new homes and communities through its approach to regeneration. In the current economic downturn the Council will need to monitor the impact on its services and plans to ensure timely decisions are taken in respect of future regeneration strategies.
	9.3.5 The Council continues to provide good value for money and has improved its internal control arrangements. There has been significant progress made in addressing the areas for improvement identified in the Corporate Assessment for 2006/07, but further work is needed in order to embed scrutiny processes during 2009.
	9.3.6 The Council continues to improve. Barnet is amongst the 24 per cent of councils judged as improving strongly with regards to their direction of travel. However, the Council’s overall star rating has been lowered from a four to a three star status.
	9.3.7 Performance has improved in Housing, Environment and Benefits, all moving up from a level 3 last year to a current level 4. However, Cultural services has been lowered from level 3 to level 2.
	9.3.8 The Council has maintained its good use of resources within all five themes, which make up the overall use of resources assessment, performing well at level 3 or higher. The Council has had a notable improvement in the Internal Control theme which has improved from level 3 to level 4.
	9.3.9 In May 2008 the Audit Commission published their inspection report for the Barnet Homes, Council’s ALMO. This re-inspection of the landlord services provided by Barnet Homes found that services were ‘good’ with ‘promising prospects for improvement’.
	9.3.10 Ofsted’s annual performance assessment of Barnet’s services for children and young people judged their overall effectiveness at a level 3 (out of a possible 4). The Council has maintained ‘good’ services in relation to children and young people, with ‘good’ capacity to improve.
	9.3.11 The Commission for Social Care Inspection’s annual performance assessment of adult services judged there to be ‘good’ delivery of outcomes with ‘promising’ capacity to improve. The service sustained a two star rating (out of a possible three) overall with an assessment of ‘good’ across all themes.
	9.3.12 The Council’s overall arrangements for ensuring data quality have been assessed as ‘good’ for the financial year 2007/08.
	9.3.13 The Council has improved its performance against key targets for grants as a result of implementing most of the recommendations made in the 2006/07 Grants report. All grant claims that required certification were submitted on time and the quality of the working papers provided to auditors has improved.
	9.3.14 Grant Thornton conducted a review of the current status of and future proposals on Overview and Scrutiny at the London Borough of Barnet. The review found that there had been significant progress made by the Council in addressing the areas for improvement identified in the Corporate Assessment 2006/07 and new Scrutiny processes are to be introduced later in 2009. However, none of these comprehensive changes had been fully implemented at the time of the review.
	9.3.15 Autumn 2009 will see the publication of the first results from the new performance assessment framework, the Comprehensive Area Assessment (CAA). CAA will provide the first holistic and independent assessment of the prospects for local areas and the quality of life for the people living there.  
	9.4 The following actions required by the Council are drawn to the attention of the Committee:
	9.4.1 The Council should monitor the impact of the economic downturn on its services and plans for regeneration of the borough to ensure timely decision making.
	9.4.2 The Council should build on successful initiatives such as that for Burnt Oak and fully implement the Library and Leisure strategies to raise the performance of cultural services as a whole.
	9.4.3 The Council should ensure that there is effective engagement of all stakeholders and partners in the Council’s ambitious plans for transforming the organisation under the Future Shape programme.

	10  LIST OF BACKGROUND PAPERS

	Phils annual letter appendix
	Phils eaf report
	1. RECOMMENDATIONS
	2. RELEVANT PREVIOUS DECISIONS

	Phils eaf appendix
	Annual audit fee 2009/10

	Phils soa report
	Audit Committee
	Report of
	1 RECOMMENDATIONS
	2. RELEVANT PREVIOUS DECISIONS
	3. CORPORATE PRIORITIES AND POLICY CONSIDERATIONS
	3.1 It is important that members receive regular monitoring reports on the Council’s financial position. It is a statutory requirement that the Statement of Accounts is presented to members for approval before 30 June 2009.

	4 RISK MANAGEMENT ISSUES
	5 EQUALITIES AND DIVERSITY ISSUES
	6 FINANCIAL, STAFFING, ICT AND PROPERTY IMPLICATIONS
	9 BACKGROUND INFORMATION 
	9.1 The Statement of Accounts represents an important formal corporate statutory document.  This is reflected in the requirements of the Account and Audit Regulations 2003 and requires the accounts to be signed and dated as approved by the Chairman of the approving Committee.  
	9.2 The Statement of Accounts is attached at Appendix A. The external audit will begin in July 2009 and it is proposed that the Director of Resources & Chief Finance Officer in consultation with the Chairman of this committee agree any significant changes following discussion with the auditors.  Alongside the audit, the Statement of Accounts and all the supporting documentation will be open for public inspection for a period across August and September 2009.
	9.3 As was the case last year, it is essential that the Income & Expenditure account, which reports a deficit in 2008/09, is considered alongside the Council’s financial outturn reported to the Cabinet Resources Committee on 15 June 2009.  This showed how the Council achieved against its approved budget for 2008/09 and the achievement of an increase in the overall level of reserves.  The I&E account is reconciled back to the outturn via two further statements, the Movement of General Fund Balances and the Statement of Total Recognised Gains & Losses, which in effect contain the technical and other accounting adjustments that ensure certain liabilities (e.g. depreciation) do not impact on the Council Tax payer.
	9.4 Unlike the previous two financial years, the Statement of Recommended Practice (SORP) for local authorities has not been subject to significant change. Therefore, the presentation of the Statement of Accounts has not been significantly changed from 2007/08. However, it should be noted that next year shall see the introduction of the authority’s Statement of Accounts’ conversion to International Financial Reporting Standards (IFRS).  It is proposed that Members receive a briefing in the next twelve months on how the implementation of IFRS will impact on the Statement of Accounts and the actions taken to ensure compliance.
	9.5 The 2007/08 Statement of Accounts have been subject to a prior year adjustment on the advice of the external auditors.  The balancing figure for Section 106 contributions and Grants for capital expenditure have been transferred to Receipts in Advance (which forms part of the short term liabilities of the Council). This has had the net effect of moving £20.964m from the Financing part of the balance sheet to Creditors, thus reducing the Net Worth of the Council by the respective figure. This change has been reflected in the prior year figures in the Statement of Accounts.
	9.6 Whilst further explanation of the accounts are contained within the Chief Finance Officer’s foreword, it is worthwhile highlighting some of the key issues for 2008/09:-
	9.7 The overall financial position of the Council has remained constant from that of 31 March 2008 as a result of a net small underspend against budget of £0.059m (excluding Schools).  The general fund balance has increased from £17.447m to £17.506mm and earmarked reserves have increased to £31.475m, thereby ensuring that the council’ is in a much stronger position to cope with financial risks outlined in the 2009/10 council budget report.
	9.8 It is important to emphasise that the earmarked reserves have been established for specific reasons (e.g. to meet potential costs which fall outside the technical accounting definition of capital but are crucial to the successful completion of the project and to meet later years costs of the PFI lighting scheme) and are not for general utilisation. 
	9.9 The Housing Revenue Account balance has decreased by £0.401m to £3.763m due to an in year deficit in 2008/09. 
	9.10 Also included in the Statement of Accounts are the group account statements for the Council and its subsidiary company, Barnet Homes Ltd.  The statements are based on the draft accounts received from Barnet Homes Ltd which have been approved by their board but are still subject to audit.  Any adjustments which are required to the Barnet Homes Ltd accounts by their external auditor, will also have to be reflected in the group accounts statements for the Council.
	9.11 In addition to the Statement of Accounts, included in Appendix B is the External Auditors Report under International Standard on Auditing (ISA) 260 for the year 2008. This is the detailed report, required from the External Auditors, on matters arising from the audit of the Council accounts and pension fund accounts.  All issues raised by the External Auditor have been addressed in the Statements or the processes of the Council. 
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