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Audit Committee 

Monday, 15 April 2013 AT 10:00 

In the Flensburg Room, Civic Centre, Carlisle, CA3 8QG 

  

     

A private preparatory / briefing meeting for Members of the 

Committee will be held at 9.30 am in the Flensburg Room. 

 

  

  Apologies for Absence 

To receive apologies for absence and notification of substitutions 

 

  

  Declarations of Interest 

Members are invited to declare any disclosable pecuniary interests, other 

registrable interests and any interests, relating to any item on the agenda at 

this stage. 

 

  

  Public and Press 

To agree that the items of business within Part A of the agenda should be dealt 

with in public. 

 

  

  MINUTES 

To approve and sign the Minutes of the meeting held on 11 January 2013 

(Copy Minutes in Minute Book Volume 39(5) / herewith) 

 

5 - 20 

 

PART A 

AGENDA 
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To be considered when the Public and Press are present 

 

 

A.1 MINUTES OF RESOURCES OVERVIEW AND SCRUTINY PANEL 

The Minutes of the meetings of the Resources Overview and Scrutiny Panel held on 3 January 

and 21 February 2013 are submitted for information. 

(Copy Minutes herewith) 

 

21 - 

38 

A.2 CERTIFICATION WORK REPORT 2011-12 

The Director of Grant Thornton to present their annual Certification Work Report. 

(Copy Report herewith) 

 

39 - 

48 

A.3 GRANT THORNTON - AUDIT COMMITTEE UPDATE 

The Director of Grant Thornton to present their report on progress on the 2012/13 audit and 

summary of emerging and national developments relevant to local government. 

(Copy Report herewith) 

 

49 - 

60 

A.4 AUDIT COMMITTEE'S ANNUAL REPORT 

The Chairman of the Audit Committee to submit a report summarising the work undertaken 

by the Audit Committee during the past year. 

(Copy Report RD.04/13 herewith) 

 

61 - 

76 

A.5 STRATEGIC AUDIT PLAN AND AUDIT PLAN FOR 2013-14 

The Director of Resources to submit a report providing details of the updated Strategic Audit 

Plan and the proposed Audit Plan for 2013/14. 

(Copy Report RD.06/13 herewith) 

 

77 - 

86 

A.6 AUDIT SERVICES PROGRESS REPORT 2012-13 (No. 4)  

The Director of Resources to submit a report summarising the work carried out by Audit 

Services since the previous report to the Committee on 11 January 2013. 

(Copy Report RD.05/13 and Minute Extract ROSP.09/13 - Review of Partnerships 2011/12 

herewith) 

 

87 - 

202 
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A.7 TREASURY MANAGEMENT OCTOBER - DECEMBER 2012 

The Director of Resources to submit a report providing the regular quarterly summary of 

Treasury Management Transactions. 

(Copy Report RD.76/12 and Minute Extract herewith) 

 

203 - 

218 

 
PART B 

To be considered when the Public and Press are excluded from the meeting 

 

     

Enquiries, requests for reports, background papers, etc to Lead Committee 

Clerk:  Morag Durham – 817036 
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MINUTES OF PREVIOUS MEETING 
 

1 

 

AUDIT COMMITTEE 
 

FRIDAY 11 JANUARY 2013 AT 10.00 AM  
 

 

PRESENT: Councillors Bowditch, Mrs Bowman (until 11.15 am), Ms Franklin, 
Mrs Mallinson, Nedved and Miss Sheriff 

 
 
OFFICERS: Deputy Chief Executive 
 Director of Governance 
 Financial Services Manager 
 Audit Manager  
 Policy and Communications Manager 
  
 
ALSO 
PRESENT: Ms Jackie Bellard (Director, Grant Thornton); and  
 Mr Richard McGahon (Manager, Grant Thornton) 
 
 
AUC.01/13 APOLOGY FOR ABSENCE 
 

An apology for absence was submitted on behalf of Councillor Ms Patrick 
(Chairman). 
 
In the absence of the Chairman, the Vice Chairman took the Chair 
 

AUC.02/13 DECLARATIONS OF INTEREST 
 
Councillor Mrs Mallinson declared an interest in accordance with the Council’s Code 
of Conduct in respect of Agenda item A.8 – Internal Audit Progress Report : Audit of 
Highways Claimed Rights because she is also a Member of Cumbria County 
Council. 
 
Councillors Ms Franklin, Miss Sherriff and Nedved declared an interest in 
accordance with the Council’s Code of Conduct in respect of Agenda item A.2(a) – 
Response from the Executive - Carlisle Airport : Update.  The Councillors stated that 
they served as substitute Members on the Development Control Committee. 
 
AUC.03/13 MINUTES 
 
The Minutes of the meeting of the Audit Committee held on 26 September 2012 
were submitted. 
 
RESOLVED – That the Minutes of the meeting of the Audit Committee held on 26 
September 2012 be agreed as a correct record and signed by the Chairman. 
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AUC.04/13 MINUTES OF RESOURCES OVERVIEW AND SCRUTINY PANEL 
 
The Minutes of the meetings of the Resources Overview and Scrutiny Panel held on 
30 August, 18 October and 4 December 2012 were submitted for information. 
 
RESOLVED – That the Minutes of the meetings of the Resources Overview and 
Scrutiny Panel held on 30 August, 18 October and 4 December 2012 be noted and 
received. 
 
AUC.05/13 RESPONSES FROM THE EXECUTIVE 
 
There were submitted Excerpts from the Minutes of the Executive meeting held on 
29 October 2012 setting out their response to references from this Committee 
concerning: 
 
(a) EX.126/12 : Carlisle Airport – Update 
 
Councillor Nedved, having declared an interest, took part in discussion on this item 
of business. 
 
Councillors Ms Franklin and Miss Sherriff, having declared an interest, made no 
comment. 
 
The Executive had given consideration to Minute Excerpt AUC.126/12, and noted 
that the Carlisle Airport Action Plan had been implemented to the satisfaction of the 
Audit Committee; and that the Committee would no longer monitor the position. 
 
(b) EX.127/12 : Internal Audit Progress Report 
 
The Executive had considered Minute Excerpt AUC.57/12 and, in response, noted 
the concerns expressed by the Audit Committee as detailed at Recommendation (5) 
of the Minute. 
 
The Audit Manager (Carlisle City) responded to Members’ questions concerning 
monitoring of the Audits of IT Strategy; and Data Quality and Records Management. 
 
RESOLVED – That the decisions of the Executive, as set out above, be received. 
 
AUC.06/13 ANNUAL AUDIT LETTER 2011/12 
 
The Financial Services Manager presented, for information, the Audit Practice’s 
Annual Audit Letter for the City Council, the purpose of which was to summarise the 
findings from the 2011/12 audit.   
 
The Financial Services Manager reminded Members that the District Auditor had, on 
26 September 2012, presented her Annual Governance Report, outlining the findings 
of her audit of the Authority’s 2011/12 financial statements.   The financial 
statements were produced and submitted for audit on time and were supported by 
good quality working papers.  The District Auditor’s work had identified one material  
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error in the Council’s 2011/12 financial statements, relating to the netting off of cash 
and cash equivalent assets and liabilities in the balance sheet.  A number of other 
audit adjustments had been required to the notes to the Accounts to ensure 
compliance with the CIPFA / LASAAC Code of Practice on Local Authority 
Accounting in the United Kingdom 2011/12. 
 
Subsequently, the District Auditor had: 
 

 Issued an unqualified opinion on the Authority’s 2011/12 financial statements 
included in the Authority’s Statement of Accounts; 

 Concluded that the City Council had made proper arrangements to secure 
economy, efficiency and effectiveness in its use of resources; and  

 Certified completion of the audit. 
 
As part of her closing remarks the District Auditor had thanked the finance staff for 
their positive and constructive approach taken to the audit during what had been 
another challenging year for the authority.   She also wished to thank senior 
management and the Audit Committee for their support and co-operation during the 
audit. 
 
In response to a question, the Director (Grant Thornton) indicated that the Annual 
Audit Letter should be placed on the Council website. 
 
RESOLVED – (1) That the Committee welcomed submission of the Annual Audit 
Letter for 2011/12 and were pleased to note that the District Auditor had on 28 
September 2012 issued an unqualified opinion and certificate on the financial 
statements and also an unqualified value for money conclusion, stating that the 
Council had proper arrangements to secure economy, efficiency and effectiveness in 
its use of resources for 2011/12.    
 
(2) That the Annual Audit Letter 2011/12 be placed on the City Council’s website. 
 
AUC.07/13 GRANT THORNTON – AUDIT FEE LETTER 2012/13  
 
The Director (Grant Thornton) presented the Audit fee letter for 2012/13. 
 
The Director informed Members that both the Manager (Grant Thornton) and herself 
were delighted to have been appointed by the Audit Commission as auditors to the 
Council, and looked forward to providing the authority with a high quality external 
audit service for at least the next five years. 
 
The Audit Commission had set its proposed work programme and scales of fees for 
2012/13; and the Director outlined details of the audit fee for the Council, along with 
the scope and timing of the work, Value for Money conclusion and details of their 
Team. 
 
The Director (Grant Thornton) added that the Head of Public Sector Assurance of 
Grant Thornton would shortly be meeting with the Council’s Town Clerk and Chief 
Executive and the Financial Services Manager. 
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In considering the Audit Fee Letter, a Member asked whether greater reliance would 
in future be placed upon the work of Internal Audit.  
 
The Director (Grant Thornton) explained that, although some assurance could be 
taken from the specific detail of the work undertaken by Internal Audit, it was also 
necessary for her audit team to undertake their own work to obtain sufficient 
assurance. 
 
The Manager (Grant Thornton) stated that the requirements placed on the Director 
and himself as external auditors remained unchanged.  In terms of audit approach, 
the only change might be the emphasis on different audit risks.  One area from which 
assurance could always be taken on internal audit related to the Annual Governance 
Statement and the Chief Internal Auditor’s opinion on internal control. 
 
A Member noted that the Audit Commission set the scale fee for 2012/13.  She 
questioned whether the 40% reduction would apply to the coming five year period. 
 
The Director (Grant Thornton) confirmed that was correct. 
 
RESOLVED – That the Audit Committee noted the Audit fee letter for 2012/13 and 
welcomed the good relationship between the Auditors and the City Council. 
 
AUC.08/13 DRAFT LOCAL PUBLIC AUDIT BILL 
 
The Financial Services Manager reported that the Department for Communities and 
Local Government had, on 6 July 2012, published the draft Local Audit Bill for 
consultation.  The draft Bill set out the Government’s proposals for a new local audit 
framework for public bodies, including the appointment of their auditors. 
 
The consultation invited responses to 26 questions, 15 of which related to specific 
provisions or policy proposals set out in clauses of the draft Bill; the remainder of the 
questions inviting general comments on each part of the Bill.  Details of the key 
areas of discussion during the consultation were provided. 
 
162 organisations and individuals had responded to the consultation; the majority 
(74%) being audited bodies.  For 14 out of the 15 specific questions, the majority of 
respondents endorsed the proposals set out in the draft Bill.  The one exception 
related to the proposed requirement for local bodies to take advice from a majority 
independent auditor panel when appointing their external auditor.  That was also a 
major issue for the Audit Committee and was reflected in the consultation response 
made by the Shared Internal Audit Service on behalf of all participants.   
 
The Department reported that it would develop additional guidance on how panels 
would operate in practice and work with the sector to address the concerns raised in 
the consultation process. Following receipt of that guidance a further report would be 
brought before the Audit Committee. 
 
The Financial Services Manager informed Members that the consultation period had 
closed on 31 August 2012, and the Department for Communities and Local 
Government had published a summary of the responses received.   
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She added that the Government intended to consider the responses alongside the 
recommendation of the ad-hoc Committee set up to undertake the pre-legislative 
scrutiny of the draft Bill in autumn 2012.  The report also set out the Government’s 
intention to close the Audit Commission by 2015 and to develop more detailed 
proposals for the handover of contracts. 
 
In conclusion, the Financial Services Manager asked that Members note the 
Government’s response to the consultation. 
 
A Member noted that there was agreement that the impact assessment had 
identified the key components of audit fees in the new framework, but that some 
respondents had commented that it was difficult to estimate precisely the costs and 
benefits of the new framework.  She felt that it would be interesting for the 
Committee to receive details thereof as part of the future report referred to above. 
 
RESOLVED – That the Audit Committee noted: 
 
(a) the Government’s response to consultation on the draft Local Public Audit Bill, as 
detailed within Report RD.70/12; and  
 
(b) that the Director of Resources would report further following publication of the 
guidance on how Independent Auditor Panels would operate in practice (that report 
to include details of the key components of audit fees in the new framework). 
 
AUC.09/13 SHARED INTERNAL AUDIT SERVICE:  GOVERNANCE UPDATE 
 
The Financial Services Manager submitted report RD.71/12 providing an update on 
the governance arrangements relating to the Shared Internal Audit Service. 
 
The Financial Services Manager outlined the background to the matter, reminding 
Members that the Shared Internal Audit Service had been in operation since 
December 2010 and comprised of four participant organisations (Cumbria County 
Council, as host organisation; Carlisle City Council; Copeland Borough Council; and 
Cumbria Police Authority (now the Office of the Police and Crime Commissioner)).  
In addition, internal audit services were provided to the Lake District National Park 
under contract. 
 
The governance structure included a Strategic Board, the Terms of Reference in 
relation to which were attached at Appendix 1.   The Strategic Board had met in 
November 2012 and the notes of that meeting could be found at Appendix 2.  In 
addition, an Operations Board comprising S151 Officers or their representatives met 
quarterly to review progress.  The Operations Board had met regularly throughout 
2012. 
 
Whilst formal governance was provided through the Strategic and Operations 
Boards, for all participants the focus for operational effectiveness was the 
relationship between the Member of the Shared Internal Audit Service providing the 
head of audit function and the Audit Chair and S151 Officer.  For the Shared Service 
prime responsibility for those relationships rested with Audit Managers and the Head 
of Audit. Regular meetings to discuss audit progress, emerging risks and issues, and 
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possible changes to the Audit Plan were essential and feedback from participants 
was that the services provided were fully satisfactory. 

The Financial Services Manager advised that, whilst the day to day operations were 
proving effective across the Shared Service, there remained a need to ensure that 
the formal governance arrangements were also functioning, with engagement from 
participants.   Her report was therefore submitted with a view to drawing attention to 
the formal and operational aspects of the governance arrangements; and also would 
be presented to the various Shared Service Audit Committees. 

A Member noted that the Audit Shared Service Strategic Board meeting held on 21 
November 2012 had not been quorate.  Another Member was concerned that the 
governance rules had not been followed as far as achieving a quorum was 
concerned. 
 
The Financial Services Manager replied that it was disappointing since a number of 
dates had been put forward for the meeting. 
 
The Vice Chairman added that, although a quorum had not been achieved, it was 
decided that the meeting would continue; it being acknowledged that any decisions 
would have to be confirmed at a future meeting of the Strategic Board.  He added 
that Chairmanship of the meeting would rotate annually, commencing with Carlisle in 
year 1. 
 
The Director of Governance confirmed that the matters discussed and agreed upon 
at the informal meeting would be reported to the next Strategic Board for 
confirmation and therefore effectively no business had been transacted. 
 
RESOLVED – That the content of report RD.71/12 be noted. 
 
AUC.10/13 2012/13 FINAL ACCOUNTS PROCESS  
 
The Financial Services Manger submitted report RD.65/12 providing information 
regarding the 2012/13 Final Accounts process. 
 
She reminded Members that under the Accounts and Audit Regulations 2011 the 
City Council’s Statement of Accounts for 2012/13 required to be submitted to a 
relevant body of the Council (Grant Thornton) for approval by 30 September 2013.  
Prior to approval the Section 151 Officer would be required to sign off the Accounts 
by 30 June 2013. 
 
The Financial Services Manager outlined the final accounts process which, in order 
to meet the prescribed deadlines, commenced in January with the production of an 
internal timetable for the completion of the various tasks involved.  The timetable 
was monitored by Financial Services Officers and progress reported to the Senior 
Management Team throughout the final accounts process since it was essential that 
a corporate approach be taken to achieve a set of Accounts which gave a true and 
fair view of the financial position of the authority. 
 
 
 



Page 11 of 218

 
 

7 

 

The 2011/12 Annual Governance Report considered by the Committee on 26 
September 2012 acknowledged continuing significant improvements in the final 
accounts process compared to previous years.  However, it also set out six 
recommendations, details of which were provided.  
 
The Financial Services Manager reminded Members that the previous Code of 
Practice (2011) introduced significant changes to the way authorities had to prepare 
their Accounts, the main change for 2011/12 being the requirement to recognise all 
of the Council’s Heritage Assets on the balance sheet.  For 2012/13 there were no 
significant changes and the Code gave greater emphasis on clarifying some of the 
issues that had arisen in previous years. 
 
The existing Statement of Accounting Policies had been reviewed to reflect the 
changes in the 2012 Code of Practice and also to provide further explanation of 
other existing policies (Appendix A).  Members were asked to consider the 
accounting policies as outlined to provide the basis for the preparation of the 
2012/13 Accounts. 
 
To facilitate Members’ understanding of the Accounts, the accounting policies and 
the main changes required as a result of the 2012 Code of Practice, a training 
session was proposed in June / July 2013. 
 
A Member referred to the many statues, ancient monuments and other heritage 
assets within Cumbria (e.g. Hadrian’s Wall and West Walls) and questioned how 
those could be reliably valued and recorded within the Asset Register / Accounts. 
 
In response, the Manager (Grant Thornton) explained that the issue identified was 
problematic for many organisations.  The Code of Practice recognised that there 
were two elements; heritage assets (e.g. pictures, paintings, sculptures) which could 
be valued and those (e.g. City Walls) to which a value could not be attributed.  In 
those cases evidence of ownership should be disclosed. 
 
He added that the Director (Grant Thornton) had been very impressed by the 
Council’s approach to the matter, which was fully compliant with the requirements of 
the Code of Practice. 
 
RESOLVED – That the Audit Committee noted the content of Report RD.65/12 and 
had considered the accounting policies to be used in the preparation of the 2012/13 
Accounts. 
 
AUC.11/13 INTERNAL AUDIT PROGRESS REPORT 
 
Councillor Mrs Mallinson, having declared an interest, remained within the meeting 
room and took part in discussion on this item. 
 
The Audit Manager (Carlisle City) submitted report RD.69/12 summarising the work 
carried out by Audit Services since the previous report to Committee on 26 
September 2012 and detailing progress made on delivery of the approved Audit Plan 
in the third quarter of 2012/13.   
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The current position of the Plan was illustrated at Appendix A for Members’ 
assistance.    
 
She outlined the key points which were:   
 

 The Plan called for 540 direct audit days to be delivered in 2012/13.  441 days 
had been delivered (82%) which was 67 days ahead of target for this time of 
the year. 

 Resources in the team had now been reduced and time available in quarter 
four would mainly concentrate on the completion of the remaining material 
audit reviews. 

 Investigatory work had some impact on planned work during quarter three. 

 There was one recent change to the Plan, details of which were provided at 
Section 3 of the report. 

 
The Audit Manager reminded Members that the Audit Plan should be dynamic and 
able to demonstrate a degree of flexibility to accommodate requests for other audit 
support during the course of the year.   
 
A recent matter had arisen which had prompted a change to the Plan.  The audit of 
Street Cleaning was deferred from the 2011/12 Audit Plan and the time used to 
support the review of the Connect 2 Cycle Way Scheme.  Street Cleaning was now 
in the Plan for 2012/13 and planning discussions regarding that audit with the 
Director of Local Environment concluded that it was not an appropriate time to 
complete this audit given that the transformational review of the Street Cleaning 
service was near completion.  Instead, a request was made by the Director of Local 
Environment to utilise this audit time to deliver a contract management review of the 
Recycling ‘Bring’ Sites, as there were concerns about the effectiveness of the 
service and costs associated with the current contract. The Director of Resources 
had agreed the action and street cleaning would be factored into the 2013/14 Audit 
Plan.  Members were asked to note the change to the 2012/13 Audit Plan. 
 
The Audit Manager (Carlisle City) advised that a revised system for the follow up of 
audit recommendations was now in operation, utilising the Covalent performance 
management system.  Managers were now being encouraged to update, within the 
agreed timescales, the progress made on any recommendations which they were 
responsible for implementing.  She added that there were two previous audits 
whereby the follow ups were now overdue (Tendering and Contracting and the 
Connect 2 Cycle Scheme).  In line with agreed audit practice for audits with 
restricted assurances, those two audits would be subject to formal audit follow up 
procedures and the outcomes would be reported to Members once finalised.  
 
Turning to the issue of Data Quality and Records Management, the Audit Manager 
(Carlisle City) recalled that, at their last meeting, the Committee had been concerned 
at the ‘restricted’ rating attributed to the audit of Records Management and that there 
were no overall records management arrangements at corporate level.  Members 
had asked to see the development of a draft Records Management Policy by 
December 2012 for submission to this meeting.  It was also recommended that a 
Senior Officer take immediate responsibility for the matter and clarity was sought 
over the adequacy of the implementation date of 31 March 2012. 
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The Senior Management Team (SMT) had on 19 December 2012 considered a 
report outlining the set of guiding principles drawn from the Code of Practice on the 
Management of Records.  A project was being established which would establish 
corporate records management procedures, roll out of which would be undertaken in 
a structured and informed manner.  Details of the key actions were also set out at 
Section 5.5.  
 
The Policy and Communications Manager outlined the content of the paper 
submitted to SMT, which was based upon guidance from the Chancellor.  He was 
now working with Managers to put the key principles into practice and produce a 
strategy to develop a Records Management Register.  Opportunities to improve the 
position would be looked at as they emerged.   
 
In conclusion, the Policy and Communications Manager said that the support of SMT 
have been secured to ensure that the correct level of support was provided by 
Managers. 
 
In response to a question, the Director of Governance confirmed that the Policy and 
Communications Manager had taken ownership of the matter moving forward. 
 
A Member questioned the Council’s policy as regards the storage of e-mail 
correspondence by Members and Officers. 
 
The Policy and Communications Manager recognised that e-governance also posed 
a real challenge for the authority.  He relied upon Managers to recognise that e-mail 
correspondence was as much a part of the project as paper correspondence. 
 
The Member was concerned to ensure that a clear audit trail / evidence was in place 
to demonstrate proper permanent storage of e-mails (that should also include 
Shared Services).  That would protect the position of Members and staff within the 
Council. 
 
In response, the Policy and Communications Manager explained that some practices 
had been put in place which required the level of rigour referred to. 
 
A Member questioned when a written Records Management Policy would be 
available and the process for scrutiny thereof. 
 
The Policy and Communications Manager indicated that a Risk Management Policy 
would be written in conjunction with the work being undertaken with Managers.  The 
Director of Governance added that it was a matter for Overview and Scrutiny to 
decide whether they wished to scrutinise the Policy. 
 
The Deputy Chief Executive considered the report to SMT to be very helpful in terms 
of drawing attention to the issues involved.  A distinction required to be drawn 
between policy, guidance and records keeping.  He gave an overview of discussions 
at the SMT who felt that there was work to do in terms of updating current practice. 
 
The Deputy Chief Executive added that the issue raised regarding the harvesting 
and storage of e-mails was helpful and would be picked up. 
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Members requested that an update on progress with the development of records 
management be submitted to the Committee in six months time. 
 
The Audit Manager (Carlisle City) then outlined in some detail the content and 
ratings attached to the audit reports in respect of Tullie House; Housing Benefit 
Overpayments; Improvement Grants; and Highways Claimed Rights.  Copies were 
appended to the report. 
 
The Audit Manager (Carlisle City) focussed in the main upon the Audit of External 
Funding which provided restricted assurance.  She explained that the restricted 
assurance level had been influenced by a number of factors, including stability of 
systems audited, non adherence to procedures and the recommendations made.   
 
There were concerns that the central grant monitoring arrangements and the records 
maintained by Financial Services for 2011-12 and prior years were not as accurate 
and up-to-date as they should be.  This was in the main due to Directorates not 
keeping Financial Services informed of external funding obtained.  Arrangements 
were in place for quality checking of Disabled Facility Grants, but a lack of 
communication led to the late submission of the 2011-12 claim. 
 
She added that a number of opportunities to further enhance controls had been 
identified and those were shown in the Summary of Audit Recommendations and 
Action Plan.  Details of the key issues arising from the review were also provided. 
 
In conclusion, the Audit Manager requested that Members receive the report and 
note progress against the agreed 2012/13 Audit Plan.    
 
The Committee gave in depth consideration to the completed audits, raising the 
following issues: 
 

 Audit of External Funding and Grants 
 
Referring to Section 5.1 (follow up to the previous audit review), a Member was 
concerned to note that regular (annual) training sessions still needed to be 
scheduled into the internal training programme which should be (compulsory) 
attended by all Officers with grant processing responsibilities.  She sought 
re-assurance that the issue was being addressed correctly. 
 
The Member also referred to recommendation R1 concerning the removal from the 
establishment of the External Funding Officer post, and questioned what the 
outcome would be. 
 
The Audit Manager (Carlisle City) advised that the Senior Management Team 
needed to take a decision as to whether an external funding lead was required. 
 
The Member said that personally she did not believe that the External Funding 
Officer post should be resurrected.  She suggested that, in the interim, a Director 
should take ownership of the matter and recommended reference back to SMT 
(copied to the Executive) to that effect. 
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By way of assistance, the Deputy Chief Executive outlined the background to 
removal of the External Funding Officer post pointing out that, although that Officer 
had responsibility for external funding, a number of other Officers across the 
authority had also taken on the role of attracting external funding.  It would be helpful 
if the SMT, the Executive and Overview and Scrutiny undertook collaborative work 
on the matter. 
 
The Deputy Chief Executive added that he was happy to take the lead in terms of 
raising the issue with SMT. 
 
The Director of Governance reminded Members that the Council operated an Ethical 
Governance Group, which delivered appropriate and relevant training to Members 
and Officers.  Attendance in respect of certain elements was mandatory and, in 
addition, the e-learning package offer would be expanded and targeted at 
appropriate recipients.   
 

 Audit of Tullie House (Management of Assets) 
 
A Member expressed concern that some of the insurance valuations may be more 
than twenty years old.  She suggested that a clause be inserted into the existing 
insurance policy to ensure that the collection was covered in the event of theft. 
 
In response, the Financial Services Manager undertook to raise the matter with the 
Council’s insurance brokers. 
 

 Audit of Housing Benefit Overpayments; and Audit of Highways Claimed 
Rights  

 
Members commended staff for their hard work in relation to what were exceptionally 
good pieces of audit work. 
 
RESOLVED – (1) That report RD.69/12 be received and progress made towards 
completion of the 2012/13 Audit Plan, for the third quarter period (as illustrated in 
Appendix A), be noted.    
 
(2) That the change to the 2012/13 Audit Plan, detailed at Section 3, be noted. 
 
(3) That the progress taken to date to progress the Action Plan to address the 
recommendations concerning Corporate Risk Management arrangements be noted. 
 
(4) That the Audit Committee received the completed audit reports attached as 
Appendices C to G of the report, subject to the following : 
 

 That the Policy and Communications Manager submit a report, updating the 
Committee on progress with regard to Data Quality and Records 
Management, in six months time. 
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 That the Deputy Chief Executive raise Members’ concerns regarding 
resolution of the role of External Funding coordinator with the Senior 
Management Team and report back to a future meeting of the Audit 
Committee. 
 

 That the Financial Services Manager raise the concerns expressed with 
regard to insurance of the Tullie House collection with the Council’s insurance 
brokers. 
 

 That the thanks for the Committee be conveyed to members of staff involved 
in the Audit of Housing Benefit Overpayments; and Audit of Highways 
Claimed Rights. 
 

 

AUC.12/13 DRAFT TREASURY MANAGEMENT STRATEGY STATEMENT, 
INVESTMENT STRATEGY AND MINIMUM REVENUE PROVISION 
STRATEGY 2013/14  

 
The Financial Services Manger submitted report RD.60/12 setting out the Council's 
Treasury Management Strategy Statement for 2013/14 in accordance with the 
CIPFA Code of Practice on Treasury Management. 
 
She informed Members that the Investment Strategy and the Minimum Revenue 
Provision Strategy for 2013/14 were incorporated as part of the Statement, as were 
the Prudential Indicators as required within the Prudential Code for Capital Finance 
in Local Authorities. 
 
She indicated that the draft version of the Statement was considered by the 
Executive on 17 December 2012 prior to the consultation period on the draft budget 
for 2013/14.  The Committee was asked to make any comments on the report which 
the Executive would be asked on 14 January 2013 to recommend to Council for 
approval. 
 
Following approval by Council, further work would be undertaken on counterparty 
limits.   A report would be submitted to the Audit Committee thereafter. 
 
In conclusion, the Financial Services Manager advised that the report had been 
compiled against a frequently changing background as regards treasury 
management matters and may need to be further updated before the final version 
was presented to Council. 
 
RESOLVED – (1) That the Audit Committee received Report RD.60/12 and noted 
that the report may require to be further updated before the final version was 
presented to Council.   
 
(2) That the Committee noted that a further report would be submitted detailing the 
outcome of additional work on counterparty limits. 
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AUC.13/13 TREASURY MANAGEMENT JULY – SEPTEMBER 2012 
 
The Financial Services Manager submitted report RD.47/12 providing the regular 
quarterly summary of Treasury Management transactions for the second quarter of 
2012/13, including the requirements of the Prudential Code.  
 
She outlined, in some detail, the outstanding investments as set out in Appendix A3 
and explained the colour coding system used by Sector, the Council’s Treasury 
Advisors.   
 
Members congratulated staff for work undertaken. 
 
RESOLVED - That Report RD.47/12 be received and the good progress in terms of 
returns on monies invested be noted.   
 
AUC.14/13 CODE OF CORPORATE GOVERNANCE 
 
The Financial Services Manager submitted report RD.72/12 updating Members on 
the Council’s governance arrangements and its systems of internal control in line 
with CIPFA’s Good Governance Framework. 
 
Details of the background to the matter and why it was timely to undertake a review 
of the Council’s Code of Governance were provided. 
 
The Financial Services Manager reminded Members that the Annual Governance 
Statement for 2011/12 highlighted no significant weaknesses in the Council’s 
governance arrangements, nor were there any outstanding issues from previous 
Action Plans.  She added that there were no new significant issues which needed to 
be brought to Members’ attention, nor were there any new areas of risk arising from 
the Audit Reviews or from the Risk Registers that needed to be drawn to their 
attention. 
 
The Committee had previously considered an Audit Report on the Connect 2 Cycle 
Scheme and had requested assurances that proper project management 
arrangements were in place for all significant schemes being undertaken, including 
supporting documentation such as full business cases and risk registers.  Appendix 
A provided details of all those schemes currently monitored by the Project Assurance 
Group and the documentation in place for each scheme. 
 
The Financial Services Manager pointed out that the Project Assurance Group had 
been renamed the Corporate Programme Board (CPB); it would have a wider remit 
to ensure effective governance arrangements on all initiatives that supported the 
corporate programme and Carlisle Plan.  She added that the CPB would be chaired 
by the Chief Executive and include Members of PAG along with representatives from 
each Directorate and ICT. 
 
A Member questioned why the Business Improvement Centre had not been included 
as a risk at Appendix A. 
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In response, the Deputy Chief Executive explained the background to discussions 
regarding the Business Improvement Centre, commenting that the issue was not 
considered to constitute a corporate risk. 
 
A Member referred to the aims of the Project Assurance Group as opposed to the 
Corporate Programme Board and questioned the difference between the two. 
 
The Deputy Chief Executive replied that, although operation of the Corporate 
Programme Board would not be significantly different, its scope would be much 
wider than that of the Project Assurance Group. 
 
RESOLVED – That Report RD.72/12 and the assurances that had been provided 
with regard to all significant projects undertaken by the Council be noted. 
 
AUC.15/13 CORPORATE RISK MANAGEMENT 
 
The Deputy Chief Executive submitted report SD.01/13 providing an update on the 
Council’s risk management arrangements. The report contained the Risk Register 
presented to the Resources Overview and Scrutiny Panel on 18 October 2012. 
 
The Corporate Risk Register had been reviewed by the Senior Management Team 
(SMT) and the Corporate Risk Management Group.  During the last quarter the 
Current Action Status / Control Strategy sections had been addressed, and the 
scoring of certain risks amended accordingly.   
 
The Deputy Chief Executive outlined each of the risks set out in Appendix A to the 
report.   
 
A number of risks had been removed from the Corporate Risk Register as those 
risks had been reduced through successful mitigation action.  They would, however, 
continue to be monitored as operational risks 2013/14 onwards.   
 
The SMT and the Corporate Risk Management Group had started to identify and 
analyse the risks in delivering the new priorities within the draft Carlisle Plan and the 
actions/resources that would be required to mitigate those risks.  Those risks, still at 
draft stage, were now incorporated into the Corporate Risk Register and would be 
further developed as the priorities were worked up and approved at full Council on 
30 April 2013.  Considering the risks at this early stage was an important step in 
assessing both the downside risks and also the emerging opportunities.  That would 
provide valuable information for the further development of the priorities and key 
actions in delivering them. 
 
The Deputy Chief Executive informed Members that the annual corporate risk 
management session had taken place on 7 January 2013.  Members of SMT, along 
with the Financial Services Manager, Audit Manager (Carlisle City Council) and 
Policy and Communications Manager met to further analyse risks as the Carlisle 
Plan continued to be developed, to highlight any significant risks from recent audits 
and to identify risks emerging from the budget process. 
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RESOLVED – That the Audit Committee had considered and noted the content of 
Report SD.01/13 as an indication of the continuing commitment to sound 
governance arrangements for corporate risk management.   
 
 
 
[The meeting ended at 11.36 am]       
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A.1 
 

RESOURCES OVERVIEW AND SCRUTINY PANEL 
 

THURSDAY 3 JANUARY 2013 AT 10.10AM 
 
 
PRESENT: Councillor Watson (Chairman) Councillors Betton, Bowditch,  
 Bowman C, Craig, Forrester and Layden (as substitute for Councillor 

Mrs Parsons) 
 
ALSO PRESENT Councillor Dr Tickner – Finance, Governance and Resources Portfolio 

Holder 
 Councillor Mrs Luckley – Chairman of the Community Overview and 

Scrutiny Panel 
 Councillor Miss Sherriff – Carlisle City Council representative on the 

Carlisle Leisure Board 
 Councillor Weber - Carlisle City Council representative on the Carlisle 

Leisure Board 
 
OFFICERS Town Clerk and Chief Executive  
 Director of Resources 
 Development and Support Manager 
 Scrutiny Officer 
  
 
ROSP.01/13 APOLOGIES FOR ABSENCE 
 
An apology for absence was submitted on behalf of Councillor Mrs Parsons. 
 
ROSP.02/13 DECLARATIONS OF INTEREST 
 
There were no declarations of interest submitted. 
 
ROSP.03/13 MINUTES OF PREVIOUS MEETINGS 
 
RESOLVED – 1) That the minutes of the meeting held on 18 October 2012 be agreed as 
a correct record of the meeting and signed by the Chairman 
 
2) That the minutes of the meeting held on 4 December 2012 be noted. 
 
ROSP.04/13 CALL-IN OF DECISIONS 
 
There were no items which had been the subject of call-in. 
 
ROSP.05/13 OVERVIEW REPORT AND WORK PROGRAMME 
 
The Scrutiny Officer presented report OS.01/13 which provided an overview of matters 
that related to the work of the Resources Overview and Scrutiny Panel’s work.   
 
The Scrutiny Officer reported: 
• The Notice of Key Executive Decisions had been published on 14 December 2012 and 

the following issues fell within the remit of the Panel: 
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KD.033/12 – Budget Process 2012/13 was on the agenda for consideration at this 
meeting. 
 
KD.037/12 - Carlisle Plan would be considered at the next Resources Overview and 
Scrutiny Panel. 
 
KD.044/12 – Asset Review Disposal Programme Land at Morton would be considered 
by the Executive at their meeting on 11 February 2013.  An update on the whole review 
was due to be considered by the Panel at their meeting on 21 February 2012. 
 
The Director of Resources informed the Panel that the Asset Review update may be 
delayed for a cycle to allow for the new administration to carry out their review of the 
whole Disposal Programme. 

 
• Minute Excerpt EX.173/12 regarding the recommendations of the Saving Paper Task 

and Finish Group had been received from the Executive. 
 
RESOLVED – 1) That the Overview Report incorporating the Work Programme and Key 
Decision items relevant to this Panel OS.27/12 be noted. 
 
2) That Key Decision items: 
 

KD.037/12 - Carlisle Plan would be considered at the next Resources Overview and 
Scrutiny Panel. 
 
KD.044/12 – Asset Review Disposal Programme Land at Morton would be considered 
by the Executive at their meeting on 11 February 2013. 
 

 
3) That Minute Excerpt EX.173/12 regarding the recommendations of the Saving Paper 
Task and Finish Group be noted. 
 
ROSP.06/13 BUDGET 2013/14 
 
(1) Executive’s response to the first round of Budget Scrutiny 
 
There was submitted Minute Excerpt EX.157/12 detailing the response of the Executive to 
the comments made by the Overview and Scrutiny Panels in response to the first round of 
Budget scrutiny, namely: 
 
“That the Overview and Scrutiny Panels be thanked for their consideration of the draft 
Budget reports; and their comments, as detailed within the Minutes submitted, would be 
taken into account as part of the Executive’s deliberations on the 2013/14 Budget.”   
 
RESOLVED –  That the decision of the Executive (EX.157/12) be received. 
 
(2)  Executive Draft Budget Proposals 2013/14 
 
There was submitted the Executive draft Budget proposals 2013/14 which had been 
issued for consultation purposes. 
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The draft Budget proposals comprised –  
 

Section Detail 
A Background and Executive Summary  

 
B Revenue Budget 2012/13 to 2017/18 

• Schedule 1 - Existing Net Budgets 
• Schedule 2 - Proposed Budget Reductions 
• Schedule 3 - Recurring Budget Increases 
• Schedule 4 - Non-Recurring Budget Increases  
• Schedule 5 - Summary Net Budget Requirement 
• Schedule 6 - Total Funding and Provisional Council Tax  
 

C Capital Programme 2012/13 to 2017/18 
• Schedule 7 - Estimated Capital Resources 
• Schedule 8 - Proposed Capital Programme 
• Schedule 9 - Summary Capital Resource Statement 
 

D Council Reserves Projections to 2017/18 
• Schedule 10 - Usable Reserves Projections 

 
E Budget Discipline and Saving Strategy 

 
F Statutory Report of the Director of Resources 
G Glossary of Terms 

 
 
The draft Budget proposals were based on detailed proposals that had been considered 
by the Executive over the course of the last few months.  In particular, reports of the 
Director of Resources considered at the Executive meeting of 17 December 2012. 
 
In considering the draft proposals, Members made the following comments and 
observations: 
 
• Was there an estimated cost for the new electoral registration scheme? 
 
The Director of Resources informed the Panel that the estimated cost was not currently 
known but would be included in the Executive’s budget. 
 
• The Panel asked for clarification with regard to the car parking income pressure. 
 
The Director of Resources clarified that the implication of freezing parking charges was a 
loss of £50,000 in income that would need to be accounted for in 2013/14 budget. 
 
• What was the recurring budget increase for the capital scheme at the Sands Centre? 
 
The Director of Resources responded that £5m had been included in the Proposed Capital 
Programme as a new spending proposal for the proposed move of the swimming pool.  At 
the current time the Sands Centre was the proposed location but detailed work would be 
required before any decision was taken. 
 
The Town Clerk and Chief Executive added that the relocation of the swimming pool was 
an aspiration only and required a detailed business case to be prepared before any further 
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decisions on location and services were taken.  If the Sands Centre was the final location 
there may be additional revenue savings which could cover the cost of any necessary 
borrowing.  He reiterated that no decisions would be made without a detailed business 
case. 
 
A Member asked if there was a timescale for the business case and the Town Clerk and 
Chief Executive responded that the preparation of a business case would be carried out at 
the request of the Executive to fit in with their calendar of work. 
 
The Panel were very concerned that the Sands Centre and Methodist Hall had been 
named in the Budget Proposals as locations of the swimming pool and arts centre when 
business cases had not been prepared for either.  They felt that by naming the locations it 
raised people’s expectations and there was a chance that the locations may not be 
suitable. 
 
The Town Clerk and Chief Executive agreed that the potential locations should not drive 
the facilities or services on offer.  The two premises offered an opportunity that would be 
explored fully and following very detailed work Members would then make the decision 
with regard to the locations. 
 
The Finance, Governance and Resources Portfolio Holder informed the Panel that the 
Joint Management Team had met on 2 January 2013 and agreed that the specific names 
of the locations would be removed from the Budget, he also confirmed that he would feed 
back the Panel’s concerns to the Executive. 
 
• The Kingstown Industrial Estate project had an underspend of £150,000, could this 
money have been used to bring the roads up to an adoptable standard? 
 
The Director of Resources explained that the original project had been to bring the roads 
up to the 10 years standard but the County Council engineer had changed the standard to 
the 40 years standard.  To achieve this standard would have cost considerable more than 
the funds available.  The City Council sent out a tender for the 10 years standard project 
and as a result the tender came in under budget but all work specified in the original 
project had been carried out. 
 
The Finance, Governance and Resources Portfolio Holder summed up by saying that the 
Executive had worked closely with officers and, although the Council was still in a difficult 
position, the capital scheme had identified opportunities to ensure that the Council met its 
priorities. 
 
RESOLVED – That the observations of the Panel, as detailed above, be conveyed to the 
Executive 
 
(3)  Background Information reports  

 
(a) Revenue Estimates: Summary of Overall Budgetary Position 2013/14 to 2017/18 
 
Report RD.58/12 – providing a draft summary of the Council’s revised revenue base 
estimates for 2012/13, together with base estimates for 2013/14 and updated projections 
to 2017/18.  Also included were details of the impact of the new savings and new spending 
pressures currently under consideration and the potential impact on the Council’s overall 
revenue reserves. 
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The decision of the Executive on 17 December 2012 (EX.158/12) was: 
 
“That the Executive noted the updated budget projections for 2012/13 to 2017/18, and 
made recommendations in the light of the budget pressures and savings submitted to 
date, together with the potential use of balances and reserves, in order to issue a draft 
Budget for consultation purposes.” 
 
RESOLVED – That report RD.58/12 and decision of the Executive be noted. 
 
(b) Provisional Capital Programme 2013/14 to 2017/18    
 
Report RD.59/12 – providing revised details of the revised capital programme for 2012/13 
together with the proposed method of financing as set out in Appendices A and B.  Also 
summarised was the proposed programme for 2013/14 to 2017/18 in light of the capital 
bids submitted to date for consideration.  It summarised the estimated and much reduced 
capital resources available to fund the programme.     
 
The Executive had on 19 November 2012 (EX.140/12) decided: 
 
“That the Executive : 
 
1.  Noted the revised capital programme and relevant financing for 2012/13 as set out in 
Appendices A and B of Report RD.46/12; 
 
2.  Recommended that the City Council approve reprofiling of £3,000,000 and savings of 
£2,080,300 from 2012/13 identified in the review; 
 
3.  Made recommendations to Council to approve virements from underspends from 
Kingstown Industrial Estate (£150,100) and Families Accommodation Replacement 
(£100,000) to fund additional expenditure at the Resource Centre; 
 
4. Had given initial consideration to the capital spending requests for 2013/14 to 2017/18 
contained in Report RD.46/12 in the light of the estimated available resources; and   
 
5. Noted that any capital scheme for which funding had been approved by the Council may 
only proceed after a full report, including business case and financial appraisal, had been 
approved.” 
 
RESOLVED – That report RD.59/12 and decision of the Executive be noted. 
 
(c) Draft Treasury Management Strategy Statement, Investment Strategy and 

Minimum Revenue Provision Strategy 2013/14 
 
Report RD.60/12 – setting out the Council’s Treasury Management Strategy Statement for 
2013/14 in accordance with the CIPFA Code of Practice on Treasury Management.  The 
Investment Strategy and Minimum Revenue Provision (MRP) Strategy for 203/14 were 
incorporated as part of the Statement, as were the Prudential Indicators as required within 
the Prudential Code for Capital Finance in Local Authorities.     
 
The Executive had on 17 December 2012 (EX.160/12) approved the draft Treasury 
Management Strategy Statement for 2013/14 incorporating the Investment Strategy and 
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Minimum Revenue Provision Strategy, together with the Prudential Indicators for 2013/14 
for draft Budget consultation purposes as set out in Appendix A and the Treasury 
Management Policy Statement as set out at Appendix D to Report RD.60/12.     
 
RESOLVED – That report RD.60/12 and decision of the Executive be noted. 
 
ROSP.07/13 PROJECT ASSURANCE GROUP 
 
The Town Clerk and Chief Executive submitted report CE.01/13 providing the most recent 
summary of significant projects being undertaken. 
 
The Town Clerk and Chief Executive reminded the Panel that the Project Assurance 
Group had an advisory and high level monitoring role in relation to the significant projects 
delivered by Carlisle City Council.  He informed the Panel that the Project Assurance 
Group would be renamed the Corporate Programme Board and the new Group would 
ensure that there was effective governance arrangements on all initiatives that supported 
the corporate programme. 
 
The Town Clerk and Chief Executive outlined the Corporate Programme Board’s Terms of 
Reference and explained that he would chair the Board and it would include members of 
the Project Assurance Group along with representatives from each Directorate and ICT. 
 
In considering the report Members raised the following comments and questions: 
 
• How was the decision reached to sell Dalton Avenue for less then its value? 
 
The Finance, Governance and Resources Portfolio Holder explained that the asset 
disposal had achieved 18% more than anticipated which allowed the Council to deliver its 
promise of more affordable housing.  The housing market had changed and it was 
considered that the figure achieved was the maximum for the site and it allowed the 
scheme to move forward. 
 
The Town Clerk and Chief Executive added that Ward Councillors were informed of 
disposals in their Wards but were not included in the details of the actual deal.  There was 
a procedure that had to be followed for disposals under their value. 
 
RESOLVED – 1) That the summary of significant projects, as contained within Appendix A 
of report CE.01/13 be noted; 
 
2) That the change to the Corporate Programme Board be noted. 
 
 
ROSP.08/13 PUBLIC AND PRESS 
 
RESOLVED – That in accordance with Section 100A(4) of the Local Government Act 1972 
the Public and Press were excluded from the meeting during consideration of the following 
items of business on the grounds that they involved the likely disclosure of exempt 
information as defined in the paragraph number (as indicated in brackets against each 
minute) of Part 1 of Schedule 12A of the 1972 Local Government Act. 
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ROSP.09/13 REVIEW OF PARTNERSHIPS 2011/12 
 (Public and Press excluded by virtue of Paragraph 3) 
 
Councillor Mrs Luckley took part in the consideration of the following item as Chairman of 
the Community Overview and Scrutiny Panel. 
 
The Development and Support Manager submitted report RD.62/12 which provided 
information which related specifically to the Council Leisure contract undertaken by 
Carlisle Leisure Limited (CLL) and the governance arrangements related to the Tullie 
House Trust contract. 
 
The Development and Support Manager reminded the Panel that a report had been 
submitted to their meeting on 18 October 2012 which identified the outcomes, progress 
and performance of the Council’s partnership arrangements during 2011/12.  As a 
consequence of the information provided the Director of Resources had been requested to 
provide specific information on both the CLL contract and the Tullie House Museum 
arrangement. 
 
The Development and Support Manager outlined the background to partnerships and 
contractual arrangements and gave the background to both the CLL contract and the Tullie 
House Trust.  He also gave details on the monitoring arrangements, quality control and 
performance monitoring for both.  He highlighted the difficulty in providing financial 
information which related soley to the contract between the City Council and CLL. 
 
The Development and Support Manager informed the Panel that an internal audit had 
been carried out with regard to the CLL contract and it would be considered by the 
Council’s Audit Committee in February. 
 
The Panel considered the report in two parts: 
 

 
Carlisle Leisure Limited 

• The contract between the Council and CLL was regulated by the Financial Services 
Authority (FSA) and the rules set by an Industrial Provident Society; had the lack of 
information from CLL contravened the rules? 
 
The Director of Resources explained that the FSA carried out their own monitoring of CLL 
and it would not be part of the City Council’s monitoring. 
 
• The Council had contributed approximately £7.65m to CLL over the ten year period 
of the contract but the information from CLL did not explain how that money had been 
used. 
 
• The Panel had were concerned about the monitoring of the CLL contract over the ten 
year period. 

 
• The Report showed differences in profit and loss for Carlisle and Allerdale how 
different was the contract for Carlisle and Allerdale? 
 
The Development and Support Manager responded that the City Council had asked 
Allerdale for any information they had to answer this question. 
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• Was the CLL head office owned by the City Council? 
 
The Development and Support Manager clarified that the Head Office was not owned by 
the City Council and that CLL had a separate contract with a landlord. 
 
• The Panel felt strongly that representatives of CLL should be invited to a future 
meeting of the Panel to answer the Panels questions. 
 
The Town Clerk and Chief Executive agreed that it would be beneficial to invite 
representatives of CLL to a meeting.  He commented that the responsibility for open 
communication fell to both the City Council and CLL. 
 
Two Carlisle City Council representatives on the CLL Board were in attendance at the 
meeting and agreed that CLL representatives should be invited to the Panel. 
 

 
Tullie House 

• The Panel sought reassurance that the contract with Tullie House would be 
subjected to the same monitoring and scrutiny that the CLL contract would be in the future. 
 
The Town Clerk and Chief Executive assured the Panel that the Deputy Chief Executive 
had a good relationship with Tullie House and was working to ensure that the Council 
received all the required information. 
 
• A Member asked for clarification with regard to the monies that the City Council 
contributed to Tullie House. 
 
The Director of Resources confirmed that the Council contributed £1.2m and a further 
£200,000 in Human Resources, Payroll and building maintenance.  He added that Tullie 
House had approximately £500,000 in reserve which was prudent for a Museum of that 
size.  Tullie House and also achieved £730,000 from external sources. 
 
• Were officers satisfied that they were receiving he necessary co-operation from Tullie 
House. 
 
The Development and Support Manager informed the Panel that information was coming 
slowly from Tullie House but it was the start of the process and it was hoped it would 
improve. 
 
• It was important that the Council monitored the contract more effectively as the 
contribution from the Council was Tullie House’s largest income. 
 
The Finance, Governance and Resources Portfolio Holder agreed that the Council gave 
substantial grants to other organisations and it was important in the current economic 
climate that those organisations justified the money that they received. 
 
• Was it possible to reduce the grants to Tullie House and CLL? 
 
The Director of Resources responded that the contract with Tullie House allowed for the 
Council to reduce the grant, the contract with CLL allowed for a reduction in grant through 
negotiation. 
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RESOLVED – 1) That the Town Clerk and Chief Executive be asked to write Carlisle 
Leisure Limited to inform them that the Scrutiny Panel is looking closely at the monitoring 
arrangements for the contract between the City Council and themselves. 
 
2) That the concerns and comments of the Panel be passed to the Audit Committee for 
their consideration of the Audit report on the Carlisle Leisure Contract. 
 
3) That representatives of Carlisle Leisure Limited be invited to attend a future meeting of 
the Panel. 
 
4) That the Tullie House contract is monitored on a regular basis to ensure that the City 
Council is achieving value for money for the contributions made. 
 
 
 
(The meeting ended at 12.05pm) 
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A.1 
RESOURCES OVERVIEW AND SCRUTINY PANEL 

 
THURSDAY 21 FEBRUARY 2013 AT 10.10AM 

 
 
PRESENT: Councillor Watson (Chairman) Councillors Betton, Bowditch,  
 Bowman S, Craig, Forrester, Mrs Parsons (until 11.30am) and 

Whalen. 
 
ALSO PRESENT Professor Councillor Hendry – Leader of the Council 
 
OFFICERS Town Clerk and Chief Executive  
 Director of Resources 
 Policy and Performance Officer (MD and GO) 
 Organisational Development Manager 
 Scrutiny Officer 
  
 
ROSP.10/13 APOLOGIES FOR ABSENCE 
 
An apology for absence was submitted on behalf of Councillor Dr Tickner – Finance, 
Governance and Resources Portfolio Holder. 
 
ROSP.11/13 DECLARATIONS OF INTEREST 
 
There were no declarations of interest submitted. 
 
ROSP.12/13 CALL-IN OF DECISIONS 
 
There were no items which had been the subject of call-in. 
 
ROSP.13/13 OVERVIEW REPORT AND WORK PROGRAMME 
 
The Scrutiny Officer presented report OS.05/13 which provided an overview of matters 
that related to the work of the Resources Overview and Scrutiny Panel’s work.   
 
The Scrutiny Officer reported: 
• The Notice of Key Executive Decisions had been published on 8 February 2013 and 

the following issues fell within the remit of the Panel: 
 
KD.037/12 - Carlisle Plan would be considered at this meeting of Resources Overview 
and Scrutiny Panel. 
 
KD.044/12 – Asset Review Disposal Programme Land at Morton had been considered 
by the Executive at their meeting on 11 February 2013.  An update on the whole review 
was due to be considered by the Panel at their meeting on 4 April 2013. 
 

• There were no references from the Executive. 
 

• The Scrutiny Officer provided an update on the Saving Paper Task Group and the 
MyCMIS Pilot.  Councillor Craig had led the Task Group and updated the Panel on how 
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he had found the pilot.  He informed the Panel that a report would be submitted 
following a full evaluation of the pilot. 

 
The Panel hoped that the pilot would be successful and more facilities could be utilised, 
such as the smartboards, as a result.  The Town Clerk and Chief Executive added that 
the new way of producing reports would push officers to consider the format and 
content of their reports to ensure they are presented in a format suitable for Members. 
 

• All Scrutiny Members had been asked if there were any particular issues they wished to 
see discussed in the Scrutiny Annual report.  A draft of the report would be submitted to 
the Panel’s final meeting of the civic year on Thursday 4 April 2013. 

 
• As requested by the Panel, a special meeting of the Resources Overview and Scrutiny 

Panel had been arranged to take place on 5 March 2013 at 2.00pm to consider the 
Carlisle Leisure Limited contract.  All Members of the Community Overview and 
Scrutiny Panel had been invited to attend.  It was agreed that the Town Clerk and Chief 
Executive would attend the Members briefing session before the special meeting. 

 
RESOLVED – 1) That the Overview Report incorporating the Work Programme and Key 
Decision items relevant to this Panel OS.05/13 be noted. 
 
2) That Key Decision item: 
 

KD.044/12 – Asset Review Disposal Programme Land at Morton had been considered 
by the Executive at their meeting on 11 February 2013.  An update on the whole review 
was due to be considered by the Panel at their meeting on 4 April 2013. 
 

 
ROSP.14/13 SICKNESS ABSENCE 2012/13 
 
The Town Clerk and Chief Executive presented report CE.03/13 which provided an update 
about the City Council’s sickness absence on 2012/13 with end of year predictions. 
 
The Town Clerk and Chief Executive reported that the 11.1 days lost per full time 
equivalent employee (FTE) to sickness absence in 2011/12 had been the highest 
experienced by the Authority in 5 years.  Carlisle had been the worst performing District 
Council in the North West according to data released by North West Employers.  As a 
consequence, a Lean System Review of sickness absence had been initiated and 
managers had been provided further help to reverse the trend.   
 
The Town Clerk and Chief Executive highlighted the appendices to the report and 
explained that they showed that the City Council was on course to experience a 10% 
reduction in sickness absence levels in 2012/13 compared to 2011/12.  He added that the 
end of year sickness absence report due to the Panel in June would provide a full 
breakdown of the reasons for absence and a summary of the improvements that had been 
made following the Lean System review. 
 
In considering the report Members raised the following comments and questions: 
 
• The information provided reported that sickness levels were reducing but there had 
been an increase in long term sickness. 
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The Town Clerk and Chief Executive clarified that the actual working days lost due to 
sickness absence was lower; however, there had been an increase in long term absence 
in some departments.  He informed the Panel that when an absence became long term ie 
more than 28 days, he would meet with the line manager to ensure that the member of 
staff was receiving the correct support.  He stated that the short term absences were 
decreasing within the authority but this meant that the long term absence increased as a 
proportion. 
 
• How did officers prepare the sickness forecast? 
 
The Town Clerk and Chief Executive explained that officers mapped the current sickness 
profile against the previous year’s profile and used that to establish a forecast for the next 
year. 
 
• Why had the Council not conducted 100% of Return to Work Interviews? 
 
The Director of Resources responded that there were three reasons for not having 100% 
of the interviews conducted.  There would be a delay in the system, some cases of 
sickness absence were at the start of maternity leave so interviews could not be carried 
out until after the member of staff returned from maternity leave and very occasionally the 
interviews were not carried out. 
 
• Carlisle had been the worst performing District Council in the North West in 2011/12, 
had this changed? 
 
The Policy and Performance Officer (GO) informed the Panel that the data would not be 
available until the end of the financial year. 
 
• How was the City Council addressing the poor performance? 
 
The Town Clerk and Chief Executive responded that the Council was proactively 
addressing the situation through a number of procedures including Return to Work 
interviews and health and wellbeing initiatives.  The next update to the Panel could include 
comparison information if required. 
 
• What had been the impact of including the temporary staff in the sickness absence 
figures? 
 
The Policy and Performance Officer (GO) reported that there had been minimal impact to 
the sickness absence figures. 
 
• The Panel asked for the figures for industrial injuries to be included in future reports. 
 
• Members raised their concerns regarding the high percentage figure for long term 
absence within the Resources Directorate. 

 
The Director of Resources explained that in 2012 there had been an unusually high 
increase in muscular skeletal absences and the Directorate had had four members of staff 
absent for nearly the whole year.  Two members of staff had returned but the figures would 
not improve until the end of 2013/14.  The Town Clerk and Chief Executive had worked 
closely with managers to ensure that the Council provided the appropriate support.  He 
added that the short term sickness absence had reduced in the Resources Directorate in 
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line with the other Directorates.  Following questions the Director of Resources reported 
that the four members of staff worked in different sections and none of their absences 
were work related.  He explained that the Safety, Health and Environmental Manager 
conducted workplace assessments for the staff on their return to work. 
 
The Town Clerk and Chief Executive suggested that the Safety, Health and Environmental 
Manager submit a report to a future meeting of the Panel detailing the work undertaken 
regarding work related absences. 
 
RESOLVED – 1) That the Sickness Absence 2012/13 update be welcomed; 
 
2) That future reports to the Panel include figures for industrial injuries; 
 
3) That the Safety, Health and Environmental Manager submit a report to a future meeting 
of the Panel detailing the work undertaken regarding work related absences. 
 
ROSP.15/13 DRAFT CARLISLE PLAN 2013/16 
 
The Leader submitted report PC.03/13 presenting the draft Carlisle Plan 2013 – 2016.  He 
informed Members that the Plan replaced the previous Corporate Plan 2010 - 2013 and 
formed part of the Council’s Policy Framework.   
 
The Plan set out the Council’s vision for Carlisle and the six priorities for action over the 
medium term (2013 - 2016), with the text under each priority providing the background and 
further detail on how the priority would be achieved. 
 
The draft Action Plan for delivering the priorities was set out at Appendix 2, including 
medium term actions aimed to be delivered over the life of the Plan and actions to be 
delivered within the financial year.  That aligned the Plan with the budget year.  Future 
actions which developed could fit into the budget planning process. 
 
The Executive had on 11 February 2013 (EX.10/13) considered the report and decided: 
 
“That the Executive: 
 
1. Had considered the presentation and content of the draft Carlisle Plan with a view 

to seeking continuous improvement in the way the Council delivered services to its 
local communities. 

 
2. Referred the draft Carlisle Plan to the Overview and Scrutiny Panels for 

consultation. 
 

3. Referred the Action Plan to partners, including community and voluntary groups for 
consultation.” 

 
In considering the Plan Members raised the following comments and questions: 
 
• A Member felt that the Plan concentrated on the City Centre and not the whole of 
Carlisle. 
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The Leader agreed that in some ways this was correct, he felt that a healthy active City 
Centre would benefit the whole of Carlisle and would stimulate the economy for the whole 
of Cumbria. 
 
• The previous Plans had addressed youth provision within the City but it was not 
included in the new Plan.  Members asked for reassurance that youth provision would still 
be a priority for the Council.  
 
• A previous priority had been Health and Wellbeing and it was no longer included in the 
priorities, Members asked that this be included. 
 
The Leader responded that youth provision and rural issues were both very important and 
overlapped.  The Executive had looked thoroughly at both issues and made sure that they 
were reflected within each priority and action in the Plan.  He added that health had also 
been integrated into each one of the priorities and each Directorate because of its 
importance. 
 
• The Panel supported the development of the M6 corridor and asked for more detail on 
the aspirations. 
 
The Leader explained that the idea for a proposal had been instigated by the 
Government’s suggestion for large infrastructure projects.  The City Council shared its 
vision with Eden District Council and South Lakeland District Council to establish 
enterprise along the corridor to stimulate both the rural and urban economy.  The Leader 
had seen similar projects in Slupsk during a Town Twinning visit and he hoped that the 
same opportunities could be created in this country.  He added that it was vital that the M6 
corridor was developed as it was the gateway to the energy coast. 
 
• A Member felt that the Plan should have contained more detail on how the actions 
would be achieved. 
 
The Town Clerk and Chief Executive explained that the Plan was a strategic document 
and its purpose was to articulate what the Council’s priorities were.  The detail for each of 
the actions did not have to be included in the Plan.  Each action would have a business 
plan or service plan as required and scrutiny would see those plans as the projects 
developed.  Part of scrutiny’s role would be to ensure that the plans were in line with the 
Carlisle Plan and consistent with what the Council was trying to deliver. 
 
• A Member raised concerns regarding fuel poverty in the City and asked if this was a 
priority for the Council. 
 
The Leader reminded the Panel that the Council was the strategic housing authority and, 
although all priorities were important, it was most important that the authority could provide 
affordable housing for the people of Carlisle.  The Council had land and partners but 
needed more resources.  The Housing Minister was visiting Carlisle in March and the 
Leader would meet with him to discuss the resources Carlisle needed to build affordable 
housing. 
 
• How would scrutiny ensure that the actions in the Carlisle Plan were being carried out? 
 
The Panel discussed the possibility of adding an additional column to the actions table 
which had a proposed completion date so it could be monitored by Scrutiny.  The Town 
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Clerk and Chief Executive reminded the Panel that the business plans or service plans for 
each action would be scrutinised as the developments or proposals progressed. 
 
RESOLVED – That the comments and concerns identified by the Panel as detailed above 
be conveyed to the Executive. 
 
ROSP.16/13 PERFORMANCE UPDATE 
 
The Policy and Communications Officer (MD) presented report PC.06/13 updating the 
Panel on the latest position regarding the Service Standards which helped measure the 
City Council’s performance and customer satisfaction. 
 
In considering the update Members raised the following comments and questions: 
 
• The Service Standards were compared to a variety of other authorities, why were the 
same authorities not used for all the Service Standards? 
 
The Policy and performance Officer (MD) explained that not all authorities measured the 
same standards or they measured them in a different way.  It was most important for the 
authority to compare its performance against its own previous performance to ensure that 
the Council was providing a good service to the residents of Carlisle. 
 
• With regard to the indicator for new benefit claims, how much longer over 28 days did 
the claimants have to wait? 
 
The Policy and Performance Officer (MD) agreed to provide the information in the next 
report. 
 
• Would the processing time for new claims increase as a result of the Welfare Reform? 
 
The Director of Resources acknowledged that there were capacity challenges, some of 
which sat with IT but he was confident that the resources in place would deal with the 
changes.  Claims that were not processed within the 28 days were usually because further 
information was required from the claimant and any that weren’t processed within 28 days 
were unusual cases. 
 
• Did the Council offer extra support to those claimants who required it? 
 
The Director of Resources outlined the support which the Council offered to claimants 
which included Visiting Officers, signposting to the free advice agencies and advice 
networks.  The Partnership Manager and the Customer Contact Centre Manager were 
working together to establish the best way to address issues. 
 
RESOLVED: That the Performance Update report PC.06/13 be noted. 
 
ROSP.17/13 ORGANISATIONAL DEVELOPMENT PLAN 
 
The Organisational Development Manager presented report CE.02/13 setting out the key 
objectives, outcomes for employees, key actions and measures of success for 
organisational development issues. 
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The Organisational Development Manager gave an overview of the work undertaken 
against each of the priorities on the Organisational Development Plan. 
 
In considering the Organisational Development Plan Members raised the following 
comments and questions: 
 
• Were Members included in the Health Check Scheme? 
 
The Organisational Development Manager responded that Members had not been 
included in the recent health checks because they had been funded from the staff Holiday 
Purchase Scheme.  She added that Members were welcome to attend the annual 
Wellbeing and Learning day which takes place in May.  It would be possible to include 
Members in the Employee Assistance Programme and other health initiatives but the 
funding for this would need to be considered by the Member Learning and Development 
Working Group. 
 
• The Panel asked for an update on the review of the flexible working policies. 
 
The Organisational Development Manager reported that a desktop exercise was being 
undertaken to research other authorities and companies and their flexible working 
practices.  The review would cover more than just the flexi scheme and there were 
currently no plans to change the existing scheme but guidance and advice would be 
provided for managers on how to use it. 
 
RESOLVED – That the Organisational Development Plan progress report be welcomed. 
 
ROSP.18/13 CAPITAL BUDGET OVERVIEW AND MONITORING REPORT – APRIL TO 

DECEMBER 2012 
  
The Director of Resources submitted report RD.77/12 providing an overview of the 
budgetary position of the City Council's capital programme for the period April to 
December 2012.  He outlined for Members the overall budget position of the various 
Directorates and the financing of the 2012/13 Capital Programme, details of which were 
set out in the report. 
 
He further commented upon performance against the 2012/13 programme, informing 
Members that the Senior Management Team would provide a strategic overview and 
monitor the effectiveness of the overall programme of work in delivering the Council's 
priorities and objectives.  Technical project support and quality assurance of business 
cases and associated project management activities would be managed by a Corporate 
Programme Board chaired by the Chief Executive.  Decisions to proceed or otherwise with 
proposed projects would be made in the usual way in accordance with the Council's 
decision making framework.      
 
In summary, the Director of Resources said that a review of all capital expenditure incurred 
was ongoing to ensure that the expenditure had been correctly allocated between revenue 
and capital schemes.  The work would facilitate the year end classification of assets.     
 
In considering the report Members raised the following comments and questions: 
 
• The Panel asked for clarification with regard to the legal fees relating to the Community 
Resource and Training Centre. 
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The Director of Resources explained that the contractor for the Resource Centre had 
submitted a last minute adjudication notice.  The Council had refuted the claim via 
arbitration.  The variance in the report related to the legal fees to refute the claim. 
 
The Town Clerk and Chief Executive informed the Panel that the Council would use the 
Northwest Construction Hub where possible for future projects.  The City Council would 
prefer to work with local providers where possible but did need to minimise any risk on 
future projects and using a set framework agreement would help this.  He added that the 
Council would encourage local organisations to join the Hub and be part of the framework 
agreement. 
 
• Had a risk assessment been carried out for the Resource Centre project? 
 
The Town Clerk and Chief Executive assured the Panel that a risk assessment had been 
undertaken as part of the risk register.   
 
RESOLVED – That Report RD.77/12 be noted. 
 
ROSP.19/13 REVENUE BUDGET OVERVIEW AND MONITORING REPORT – APRIL 

TO DECEMBER 2012 
 
The Director of Resources submitted the Revenue Budget Overview and Monitoring 
Report for April to December 2012 (RD.78/12).  He outlined the overall budgetary position 
and the monitoring and control of expenditure against budget allocations, together with the 
exercise of virement.  He further provided an explanation of balance sheet management 
issues; a number of high risk budgets; external factors (including car parking income); 
performance management; Section 106 Commuted Sums and action taken to write off bad 
debts.  The overall position, based on current projections, was a deficit which would be 
monitored as the year progressed. 
 
He highlighted and reported on a number of key issues together with their budgetary 
implications, including the Salary Turnover Savings Budget; the increasing number of 
empty units at the Enterprise Centre and reduction in income from lettings; Highways 
Claimed Rights; the running of the ICT Connect Shared Service; income from The Lanes; 
the purchase in 2009/10 of a new fleet of vehicles for the Recycling and Waste Collection 
Service; the review of Officers’ business travel allowances; the pension deficit budget in 
relation to shared services staff; the direct revenue financing budget; the Trade Waste 
VAT claim; and the Bad Debt position.  Details of the main variances in the Directorates' 
budgets were also set out in the report.   
 
The Panel asked if there had been any improvement in the car parking income and the 
Director of Resources explained that it was to early in the process to be able to provide 
accurate information. 
 
RESOLVED – That Report RD.78/12 be noted. 
 
 
 
(The meeting ended at 12.00pm) 
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Introduction 

1.1 Grant Thornton, as the Council’s auditors and acting as agents of the Audit Commission, is 
required to certify the claims submitted by the Council.  This certification typically takes 
place some 6-12 months after the claim period and represents a final but important part of 
the process to confirm the Council's entitlement to funding. 

1.2 We have certified 2 claims and returns for the financial year 2011/12 relating to expenditure 
of £75.2 million. 

1.3 This report summarises our overall assessment of the Council’s management arrangements 
in respect of the certification process and draws attention to significant matters in relation to 
individual claims.   

Approach and context to certification 

1.4 We provide a certificate on the accuracy of grant claims and returns to various government 
departments and other agencies.  Arrangements for certification are prescribed by the Audit 
Commission, which agrees the scope of the work with each relevant government 
department or agency, and issues auditors with a Certification Instruction (CI) for each 
specific claim or return. 

1.5 Appendix A sets out an overview of the approach to certification work, the roles and 
responsibilities of the various parties involved and the scope of the work we perform. 

Key messages 

1.6 It should be noted that all work reported in this certification report was completed by the 
Audit Commission prior to our appointment as the Council's auditors. The findings set out 
in this report therefore represent the results of your previous auditors work. 

1.7 A summary of all claims and returns subject to certification and details of our certification 
fee is provided at Appendix B. The key messages from our review are summarised in 
Exhibit One, and set out in detail in the next section of the report. 

 

1 Executive Summary 

Arrangements for 
certification for claims 
and returns: 
• below £125,000 - 

no certification 
• above £125,000 

and below 
£500,000 - 
agreement to 
underlying records 

• over £500,000 - 
agreement to 
underlying records 
and assessment of 
control 
environment.  
Where full reliance 
cannot be placed, 
detailed testing. 
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Exhibit One:  Summary of Council performance 

Aspect of 
certification 
arrangements 

Key Message 

Submission and 
certification 

Both claims were submitted on time to audit and all claims 
were certified within the required deadline. 

Accuracy of claim 
forms submitted to 
the auditor 

Amendments and 
qualifications 

Overall the Council is performing well and there are no 
significant matters arising from our certification of claims and 
returns.  

There were no amendments to claims this year. Only one 
qualification letter was issued on the Housing Benefit and 
Council Tax Benefit claim. Less errors were found on the 
benefits claim in 2011/12 compared with the previous year. 

Supporting working 
papers 

Supporting working papers for the claims and returns were 
good, which enabled certification within the deadlines. 

 

 

The way forward 

1.8 The Council implemented the agreed recommendations in the Audit Commission's 
Certification of claims and returns - annual report 2010/11.  For 2011/12, there was only 
one error in our detailed testing of benefit cases which represents a significant improvement 
on the previous year. Therefore, there are no issues that require a recommendation to be 
made. 

Acknowledgements 

1.9 We would like to take this opportunity to thank the Council officers for their assistance and 
co-operation during the course of the certification process. 

 

Grant Thornton UK  LLP 

January 2013 
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Key messages 

2.1 We have certified 2 claims and returns for the financial year 2011/12 relating to expenditure 
of £75.2 million. 

2.2 The Council's performance in preparing claims and returns is summarised in Exhibit Two. 

Exhibit Two:  Performance against key certification targets 
 

Performance measure Target Achievement in 
2011/12 

Achievement 
in 2010/11 

Direction 
of travel 

  No. % No. %  

Total claims/returns  2  5   

Number of claims 
submitted on time 

100% 2 100 5 100 � 

Number of claims 
certified on time 

100% 2 100 5 100 � 

Number of claims 
certified with 
amendment 

0% 0 0 2 40 � 

Number of claims 
certified with 
qualification 

0% 1 50 3 60 � 

 

2.3 This analysis of performance shows that: 

• The Council has continued to submit claims for audit on time and assisted us in 
meeting the certification deadline 

• Although the number of claims amended and qualified has reduced this mainly 
reflects the removal of the need for us to certify single programme claims in 
2011/12.  There was no need to amend this year's Housing benefit and council tax 
benefit scheme claim although, as last year, the claim was qualified.  

2.4 Details on the certification of all claims and returns are included at Appendix B.   

2.5 We charged a total fee of £1,170 for the certification of claims and returns in 2011/12. In 
addition, your previous auditors the Audit Commission, charged a total fee of £34,523 
against an indicative budget of £34,447. Details of fees charged for specific claims and 
returns are included at Appendix B.   

2 Results of our certification work 
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A Approach and context to certification 

Introduction 

 

In addition to our responsibilities under the Code of Audit Practice, we also act as agents 
for the Audit Commission in reviewing and providing a certificate on the accuracy of grant 
claims and returns to various government departments and other agencies. 

The Audit Commission agrees with the relevant grant paying body the work and level of 
testing which should be completed for each grant claim and return, and set this out in a 
grant Certification Instruction (CI).  Each programme of work is split into two parts, firstly 
an assessment of the control environment relating to the claim or return and secondly, a 
series of detailed tests. 

In summary the arrangements are: 

• for amounts claimed below £125,000 - no certification required 

• for amounts claimed above £125,000 but below £500,000 - work is limited to 
certifying that the claim agrees to underlying records of the Council 

• for amounts claimed over £500,000 - an assessment of the control environment 
and certifying that the claim agrees to underlying records of the Council.  Where 
reliance is not placed on the control environment, detailed testing is performed. 
 

Our certificate 

Following our work on each claim or return, we issue our certificate.  The wording of this 
depends on the level of work performed as set out above, stating either the claim or return 
is in accordance with the underlying records, or the claim or return is fairly stated and in 
accordance with the relevant terms and conditions.  Our certificate also states that the claim 
has been certified: 

• without qualification; 

• without qualification but with agreed amendments incorporated by the authority; or 

• with a qualification letter (with or without agreed amendments incorporated by the 
authority). 
 

Where a claim is qualified because the authority has not complied with the strict 
requirements set out in the certification instruction, there is a risk that grant-paying bodies 
will retain funding claimed by the authority or, claw back funding which has already been 
provided or has not been returned.  In addition, where claims or returns require amendment 
or are qualified, this increases the time taken to undertake this work, which impacts on the 
certification fee. 
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Certification fees 

Each year the Audit Commission sets a schedule of hourly rates for different levels of staff, 
for work relating to the certification of grant claims and returns.  When billing the Council 
for this work, we are required to use these rates.  They are shown in the table below. 

Role 2011/12 2010/11 

Engagement lead £325  £325  

Manager £180 £180 

Senior auditor £115 £115 

Other staff £85 £85 
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B Details of  claims and returns certified for 2011/12 

Claim or return Value (£) Amended 
Amendment 
Amount (£) 

Qualified 
Fee2010/11 

(£) 
Fee 2011/12  

(£) 
Comments 

Housing benefit and council 
tax benefit scheme 

37,664,268 No N/A Yes 33,591 27,450 Less errors in 2011/12 
than in the previous 
year. This reduced the 
amount of 40+ testing 
required.  

National non-domestic rates 
return 

37,571,002 No N/A No 1,255 6,060 In 2011/12 had to 
undertake detailed 
testing to comply with 
Audit Commission 
requirements. 

Single programme claims     7,415 0 These claims were not 
certified under the 
Audit Commission 
regime in 2011/12. 

Reporting to those charged 
with Governance and grants 
administration 

    2,476 2,183  

Total 75,235,270    44,737 35,693  
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The contents of this report relate only to the matters which have come to our attention, 

which we believe need to be reported to you as part of our audit process.  It is not a 

comprehensive record of all the relevant matters, which may be subject to change, and in 

particular we cannot be held responsible to you for reporting all of the risks which may affect 

your business or any weaknesses in your internal controls.  This report has been prepared 

solely for your benefit and should not be quoted in whole or in part without our prior written 

consent. We do not accept any responsibility for any loss occasioned to any third party acting, 

or refraining from acting on the basis of the content of this report, as this report was not 

prepared for, nor intended for, any other purpose.

.
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Introduction

This paper provides the Audit Committee with a report on progress in delivering our responsibilities as your external auditors. 

This paper also includes a summary of emerging national issues and developments that may be relevant to you as a local authority that you 
may wish to consider.

Members of the Audit Committee can find further useful material on our website www.grant-thornton.co.uk, where we have a section dedicated 
to our work in the public sector. Here you can download copies of our publications such as:

- Local Government Governance Review 2013
- The developing internal audit agenda
- Preparing for the future
- Surviving the storm: how resilient are local authorities?

If you would like further information on any items in this briefing, or would like to register with Grant Thornton to receive regular email updates 
on issues that are of interest to you, please contact either your Engagement Lead or Audit Manager.

Jackie Bellard, Engagement Lead   T 0161 234 6394 M 07880 456195      jackie.bellard@uk.gt.com
Richard McGahon, Manager            T 0141 223 0889   M 07880 456156      richard.a.mcgahon@uk.gt.com
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Progress at 28 March 2013

Work Planned date Done Comments

2012-13 Accounts Audit Plan
We are required to issue a detailed accounts 
audit plan to the Council setting out our 
proposed approach in order to give an opinion 
on the Council's 2012-13 financial statements.

May 2013 Partial The Audit Plan includes the results of the interim visit. The interim 
visit work is scheduled to be completed by mid April 2013. The 
Plan will be presented to the next Audit Committee after that date. 
This report provides an update on current progress, highlights 
emerging issues and gives the Audit Committee an understanding 
of the audit process at Grant Thornton.

We have not identified any significant matters at this stage. 

Interim accounts audit 
Our interim fieldwork visit will include the 
following:
• updated review of the Council control 

environment including Information Technology 
(IT)

• update understanding of financial systems
• updated understanding of the VAT and 

taxation environment
• review of Internal Audit reports on core 

financial systems
• early work on emerging accounting issues
• early substantive testing
• proposed Value for Money conclusion.

February to 
April 2013

Partial Work on the interim audit is scheduled to be completed by mid 
April 2013. We have discussed with Officers the key financial 
systems for which we need to gain an updated understanding for 
2012/13.

We have met with senior finance staff and internal audit to assess 
the internal control environment.

An Information Technology risk assessment was undertaken by a 
Grant Thornton IT specialist.

We are using VAT and employee services specialists to gain an 
understanding of the Council's VAT and taxation environment. This 
review commenced in March 2013.

We had a liaison meeting with Internal Audit to discuss each 
other's plans.

We have completed our initial risk assessments for our Value for 
Money Conclusions. 



Page 54 of 218
©  2013 Grant Thornton UK LLP   |  Audit Committee Update   | 15 April  2013 66

Progress at 28 March 2013

Work Planned date Done Comments

2012-13 final accounts audit
Including:

• audit of the 2012-13 financial statements

• proposed opinion on the Council's accounts

• proposed Value for Money conclusion. 

1 July 2013 to 
early 
September 
2013 

No We are having discussions with the Financial Services 
Manager and other Senior finance staff on key 
accounting and audit issues to assist the smooth running 
of the final accounts audit. 

Value for Money (VFM) conclusion
The scope of our work to inform the 2012/13 VFM 
conclusion comprises: 

• Securing Financial Resilience

- Financial Governance

- Financial Planning 

- Financial Control

• Securing Economy, Efficiency and Effectiveness

- Prioritising Resources 

- Improving Efficiency and Productivity

• An output from this work is a 'financial resilience' report 
for the Council

By early 
September 
2013

No There are no significant changes in approach to the VFM
conclusion work from that carried out in previous years. 
However, there is a greater emphasis on financial 
resilience with a separate report produced on this for your 
Council. It will be reported in September alongside the 
ISA+ 260 Audit Findings Report.

Our detailed VFM risk assessment will direct the work we 
carry out.
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Emerging issues and developments 

Accounting and audit issues

Implications of the Local Government Finance Act 20 12

The Local Government Finance Act 2012 has now been given Royal Assent. The Act has amendments in two areas of local government 
finance: 

• Council tax support will now be localised and local authorities will be responsible for implementing their own council tax reduction 
schemes. 

• 50% of the non domestic rates collected locally will be retained by the local authority. Billing authorities will pay over a share to central 
government and proportionate shares to their precepting bodies.

In December 2012, CIPFA issued a consultation on proposed amendments to the 2013/14 Code of Practice on Local Authority Accounting 
in the United Kingdom for the implications of business rates retention schemes.  In summary, the changes are to account for business 
rates in a similar way to council tax. The Comprehensive Income and Expenditure Statement will need to show amounts collectible by 
each authority. Debtors/creditors will be recognised when these amounts do not match the actual amounts paid by each billing authority 
over to preceptors and government.  The Collection Fund adjustment account will be used for accounting for the differences. Top-ups and 
tariffs and the safety net and levy will be recognised as grant income or expenditure. Individual authorities in a pool will need to account 
for their share of income and expenditure debtors/creditors as stipulated in any agreement made by individual authorities in the pool.



Page 56 of 218
©  2013 Grant Thornton UK LLP   |  Audit Committee Update   | 15 April  2013 88

Emerging issues and developments

Accounting and audit issues

Provisions 

Under IAS 37 'Provisions, Contingent Liabilities and Contingent Assets', the criteria for recognising a provision are that there is: 

• a current obligation as a result of a past event;
• a transfer of economic benefit is probable; and
• a reliable estimate of the liability can be made.

We wish to highlight the following matters to you for consideration where a provision may be required:

• Redundancy costs –the recognition point for termination benefits fall under IAS 19 'Employee Benefits'. This is generally earlier than 
the IAS 37 recognition criteria for restructuring which requires that a valid expectation has been raised in those affected. The
requirement in IAS 19 is that the entity is 'demonstrably committed'. 

• Mutual Municipal Insurance (MMI) – the Scheme of Arrangement was triggered in November 2012, therefore it is now virtually certain 
that there will be a transfer of economic benefit. If this liability has not been discharged by 31 March 2013, we would expect a creditor to 
be recognised or, if the timing or amount of the payment is uncertain, a provision in the financial statements. In finalising the 2011/12 
audit it was agreed that finance staff would consider whether a creditor or provision would be required for MMI as part of the production 
of the 2012/13 financial statements.  
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Emerging issues and developments

Grant Thornton

'Towards a tipping point?: Summary findings from ou r second year of financial health checks of English  local authorities ' 

In December 2012, Grant Thornton published 'Towards a tipping point?: Summary findings from our second year of financial health 
checks of English local authorities'.  This financial health review considers key indicators of financial performance, financial governance, 
strategic financial planning and financial controls to provide a summary update on how the sector is coping with the service and financial 
challenges faced. The report provides a summary of the key issues, trends and good practice emerging from the review.
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Emerging issues and developments 

Local government guidance

Auditing the Accounts 2011/12 report 

In December, the Audit Commission published 'Auditing the Accounts 2011/12'. The report summarises the results of auditors' work on the 
financial statements of both principal and small bodies.  The key finding in the report is that bodies have improved the quality and 
timeliness of their financial reporting in 2011/12.

Striking a balance: improving councils' decision ma king on reserves

In December, the Audit Commission published 'Striking a balance: improving councils' decision making on reserves.'  The report covers 
the findings from research undertaken by the Audit Commission on the level of reserves that councils hold and the decisions councils 
make on them. 

The report encourages English councils to focus more attention on their reserves. It suggests that management should be providing more 
comprehensive information on reserves to elected members and councils should provide greater clarity on the reasons for holding 
reserves. The report includes questions for elected members that will help them in their decision making and scrutiny roles.
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Emerging issues and developments

Local government guidance

Tough Times: Councils' financial health in challengi ng times  

In November, the Audit Commission published 'Tough times 2012: Councils' financial health in challenging times.' This is the second 
report it has produced looking at how councils are dealing with the issues from the Spending Review and focuses on the financial health 
of councils.

The report finds that councils generally delivered on their planned savings, however, auditors reported that signs of financial stress were 
visible. 
T

Protecting the public purse 2012

In November, the Audit Commission published 'Protecting the public purse 2012: Fighting fraud against local government'. The report 
provides the results of the Audit Commission's annual survey of English local government bodies. It finds that local government bodies are 
targeting their investigative resources more efficiently and effectively. Local government bodies detected more than 124,000 cases of 
fraud in 2011/12 totalling £179m.  It also reports that new frauds are emerging in areas such as business rates, Right to Buy housing 
discounts and schools.

The report includes a checklist for those charged with governance to use to review their counter-fraud arrangements. 

If you have any fraud queries, talk to your audit manager to see how Grant Thornton could help. 
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  Audit Committee 
Agenda 

Item: 

 

A.4 

  

Meeting Date: 15th April 2013 

Portfolio: Finance, Governance and Resources 

Key Decision: No 

Within Policy and 

Budget Framework 
Yes 

Public / Private Public 

 

Title: AUDIT COMMITTEE’S ANNUAL REPORT 

 

Report of: Chair of Audit Committee. 

Report Number: RD04/13 

 

Purpose / Summary: 

This report provides a summary of the work undertaken by the Audit Committee during the 

period 16th of April 2012 to the 11th January 2013. 

 

 

Recommendations: 

It is recommended that the Audit Committee note and accept this report for 

recommendation to Council.  

 

 

 

 

Tracking 

Executive: Not applicable. 

Overview and Scrutiny: Not applicable. 

Council: 30th April 2013. 
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1 BACKGROUND 

 

1.1 In accordance with paragraph 3.3 of the Audit Committee’s Rules of Governance - 

attached to this report for Members’ information as Appendix A - the Chairman of 

the Audit Committee is required to present an Annual Report on the work of the 

Audit Committee to the full Council. 

 

1.2 The Members of the Audit Committee for this municipal year are - 

 

Conservative 

Mallinson E  

Nedved  

Bowman 

 

Bowman C (Substitute) 

Craig  (Substitute) 

Parsons  (Substitute) 

 

Labour 

Patrick (Chair) 

Sherriff 

Franklin 

Bowditch 

 

Whalen (Substitute) 

Boaden (Substitute) 

Stothard (Substitute) 

 

This Report covers the meetings of the Audit Committee held on. 

 

16th April 2012 

12th July 2012 

26th September 2012 

11 January 2013 
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2 AUDIT COMMITTEE’S PROGRAMME OF WORK. 

 

2.1 At the commencement of the year, the Committee agreed a Programme of work for 

the forthcoming year that outlined the areas to be considered at each meeting.   

 

2.2 The Programme for the above period included the following topics that were 

considered at each of the meetings: 

 

Minutes of the Corporate Resources Overview and Scrutiny Committee or 

latterly the Resources Overview and Scrutiny Panel  – these were submitted to 

each meeting of the Audit Committee for information and any member comments. 

 

Responses from the Executive/Overview and Scrutiny – these were submitted 

for consideration and comment.  

 

Audit Services Progress Reports – these provided summaries of the work carried 

out by Audit Services since the previous meeting of the Committee.  A copy of each 

Final Audit Report was appended to these Progress Reports, together with any 

relevant information relating to any follow-up reviews that had been undertaken 

where members’ attention needed to be drawn to any outstanding 

recommendations and the reasons for these. 

 

Annual Governance Statement Action Plan – this regular report appraises 

members of progress made on the Annual Governance Statement Action Plan. 

 

Risk Management Policy and progress – officers have provided Members of the 

Committee with information relating to the work of the Corporate Risk Management 

Group and the updated Corporate Risk Register on a regular basis, for noting and 

action if necessary.  

 

The programme also included a number of topics that are considered on an annual 

or an ad-hoc basis -  

 

2.2.1 MEETING HELD 16TH APRIL 2012.    

 

 The Minutes of the meetings of the Resources Overview and Scrutiny 

Panel held on 5 January and 16 February 2012 were submitted for information. 
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 Subsequent to the verbal update at the last meeting of the Committee, the 

District Auditor informed Members that Grant Thornton had now been awarded the 

contract (for a five year period) for the North West area.   

 

 The Audit Manager (Audit Commission) presented the Annual Report on the 

Certification of Claims and Returns for 2010/11. 

 

 The Audit Manager (Audit Commission) submitted his Review of Financial 

Systems for the 2011/12 Audit. 

 

 The Audit Manager presented report RD.05/12 summarising the work 

undertaken by the Audit Committee during the period from 5 July 2011 to 13 

January 2012. 

 

 The Audit Manager stated that the existence of the Audit Committee and 

its work programme enabled the Council to demonstrate that it was following the 

recommended best practice of the CIPFA Practical Guidance for Audit Committees 

in Local Authorities.     

 

 The Financial Services Manager submitted report RD.98/11 providing 

information regarding the final accounts process. 

 

 The Audit Manager submitted report RD.03/12 providing details of the 

updated Strategic Audit Plan and the proposed Audit Plan for 2012/13.  

 

 The Audit Manager submitted report RD.04/12 summarising the work 

carried out by Audit Services since the previous report to Committee on 13 January 

2012 and detailing the progress made against the 2011/12 Audit Plan up to 31 

March 2012. 

 

 The Financial Services Manager submitted report RD.06/12 updating the 

Committee on progress made to the Annual Governance Statement Action Plan. 

 

 The Financial Services Manager submitted report RD.90/11 providing the 

regular quarterly summary of Treasury Management Transactions including the 

requirements of the Prudential Code, as required under the Financial Procedure 

Rules.  The report had been received by the Executive on 13 February 2012.      
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 Pursuant to Minute AUC.11/12, the Director of Economic Development 

submitted joint report with the Director of Governance (ED.18/12 / GD.22/12) setting 

out the main changes to the style and content of Development Control Committee 

reports and how those changes met the objectives of the Action Plan.   

 

 The Deputy Chief Executive submitted report SD.05/12 providing an 

update on the Council’s risk management arrangements. The report contained the 

Risk Register presented to the Resources Overview and Scrutiny Panel on 29 

March 2012. 

 

2.2.2 MEETING HELD 12TH JULY 2012.   

 

 Councillor Ms Patrick was duly appointed as Chairman of the Audit 

Committee for 2012/13 and it was also moved and seconded that Councillor 

Bowditch be appointed Vice-Chairman. 

 

 The Minutes of the meetings of the Resources Overview and Scrutiny 

Panel held on 29 March and 14 June 2012 were submitted for information. 

 

 The Financial Services Manager submitted report RD.22/12 providing the 

City Council’s Annual Governance Statement for 2011/12.   

 

 The Chief Accountant presented report RD.21/12 enclosing the Council’s 

Statement of Accounts 2011/12 which had been certified by the S.151 Officer in 

accordance with statutory requirements by 30 June 2012.   

 

 The Chief Accountant submitted the Annual Report on Treasury 

Management (RD.12/12).  He informed Members that the report was required under 

both the Financial Procedure Rules and CIFPA Code of Practice on Treasury 

Management.  The regular report on Treasury Transactions for the period 1 January 

2012 - 31 March 2012 was also submitted.   

 

 Pursuant to Minute AUC.11/12, the Director of Economic Development 

submitted report ED.26/12 setting out the main changes which had taken place to 

reports prepared by Planning Officers in relation to planning applications being 

considered by the Development Control Committee. 
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 The Audit Manager (Carlisle City) submitted report RD.16/12 summarising 

the work carried out by Audit Services since the previous report to Committee on 16 

April 2012 and detailing progress made on delivery of the approved Audit Plan in 

the first quarter of 2012/13. 

 

 The Audit Manager (Carlisle City) submitted report RD.15/12 summarising 

the work carried out by the Internal Audit Shared Service for the year 2011-12, 

together with information on the effectiveness of Internal Audit in the format agreed 

by the Audit Committee on 23 January 2007.   

 

2.2.3 MEETING HELD ON 26TH SEPTEMBER 2012.   

 

 The Minutes of the meeting of the Resources Overview and Scrutiny Panel 

held on 26 July 2012 were submitted for information.  

 

 The District Auditor presented the Annual Governance Report summarising 

the findings from the 2011/12 audit. 

 

 The Chief Accountant submitted report RD.38/12 attaching a Letter of 

Representation for 2011/12. 

 

 The Chief Accountant submitted report RD.39/12 concerning the Council’s 

Statement of Accounts 2011/12.  Copies of the Accounts, which had been subject to 

a three month audit process, (commencing July 2012 and with a statutory 

completion date of 30 September 2012) had been circulated. 

 

 The Financial Services Manager submitted report RD.40/12 updating 

Members on a number of consultations taking place over the summer period 

regarding the Local Audit Bill and other consultations. 

 

 Pursuant to Minute AUC.44/12, the Director of Governance submitted a 

concluding report (GD.49/12) in relation to the Carlisle Airport Action Plan.    

Attached, for Members’ information, was report GD.06/12 previously considered by 

the Committee on 13 January 2012.   

 

 

 The Audit Manager (Carlisle City) submitted report RD.37/12 summarising 

the work carried out by Audit Services since the previous report to Committee on 12 
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July 2012 and detailing progress made on delivery of the approved Audit Plan in the 

second monitoring period of 2012/13. 

 

 The Chief Accountant submitted report RD.28/12 providing the regular 

quarterly summary of Treasury Management transactions for the first quarter of 

2012/13, including the requirements of the Prudential Code.  

 

 The Deputy Chief Executive submitted report SD.07/12 providing an update 

on the Council’s risk management arrangements. The report contained the Risk 

Register presented to the Resources Overview and Scrutiny Panel on 26 July 2012. 

 

2.2.4 MEETING HELD ON 11TH JANUARY 2013. 

 

 The Minutes of the meetings of the Resources Overview and Scrutiny Panel 

held on 30 August, 18 October and 4 December 2012 were submitted for 

information. 

 

 The Executive had given consideration to Minute Excerpt AUC.126/12, and 

noted that the Carlisle Airport Action Plan had been implemented to the satisfaction 

of the Audit Committee; and that the Committee would no longer monitor the 

position. 

 

 The Financial Services Manager presented, for information, the Audit 

Practice’s Annual Audit Letter for the City Council, the purpose of which was to 

summarise the findings from the 2011/12 audit.   

 

 The Audit Commission had set its proposed work programme and scales of 

fees for 2012/13; and the Director outlined details of the audit fee for the Council, 

along with the scope and timing of the work, Value for Money conclusion and details 

of their Team. 

 

 The Financial Services Manager reported that the Department for 

Communities and Local Government had, on 6 July 2012, published the draft Local 

Audit Bill for consultation.  The draft Bill set out the Government’s proposals for a 

new local audit framework for public bodies, including the appointment of their 

auditors. 
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 The Financial Services Manager submitted report RD.71/12 providing an 

update on the governance arrangements relating to the Shared Internal Audit 

Service. 

 

 The Financial Services Manger submitted report RD.65/12 providing 

information regarding the 2012/13 Final Accounts process. 

 

 The Audit Manager (Carlisle City) submitted report RD.69/12 summarising 

the work carried out by Audit Services since the previous report to Committee on 26 

September 2012 and detailing progress made on delivery of the approved Audit 

Plan in the third quarter of 2012/13. 

 

 The Financial Services Manger submitted report RD.60/12 setting out the 

Council's Treasury Management Strategy Statement for 2013/14 in accordance with 

the CIPFA Code of Practice on Treasury Management. 

 

 The Financial Services Manager submitted report RD.47/12 providing the 

regular quarterly summary of Treasury Management transactions for the second 

quarter of 2012/13, including the requirements of the Prudential Code.  

 

 The Financial Services Manager submitted report RD.72/12 updating 

Members on the Council’s governance arrangements and its systems of internal 

control in line with CIPFA’s Good Governance Framework. 

 The Deputy Chief Executive submitted report SD.01/13 providing an update 

on the Council’s risk management arrangements. The report contained the Risk 

Register presented to the Resources Overview and Scrutiny Panel on 18 October 

2012. 

 

3 CONSULTATION  

 

None 

 

4 CONCLUSION AND REASONS FOR RECOMMENDATION. 

 

4.1  The existence of the Audit Committee and its work programme enable the Council to 

demonstrate that it is following the recommended best practice in respect of the CIPFA 

Practical Guidance for Audit Committees in Local Authorities.  The Committee has 

strengthened the Council’s internal control process through its ability to ensure that 
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systems and controls are robust, that challenges are raised as appropriate, and that 

adequate follow-up procedures are in operation in relation to Audit recommendations.  

This has been noted and commented on by the Audit Commission’s Audit Manager. 

 

4.2 It is recommended that the Audit Committee note and accept this report. 

 

 

5 CONTRIBUTION TO THE CARLISLE PLAN PRIORITIES. 

 

5.1 To ensure that good governance arrangements are in place to underpin the delivery of 

Carlisle City’s Priorities. 

 

 

Audit Manager 

      Shared Internal Audit Services  

 

 

Appendix A – Rules 

of Governance 

attached to report: 

 

 

Note: in compliance with section 100d of the Local Government (Access to 

Information) Act 1985 the report has been prepared in part from the following 

papers: 

 

•  None 

 

CORPORATE IMPLICATIONS/RISKS: 

 

Chief Executive’s – not applicable 

 

Community Engagement – not applicable 

Economic Development – not applicable 

Governance – not applicable 

Local Environment – not applicable 

Resources – not applicable 

Contact Officer:       Gill Martin  Ext:  7294 
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          Appendix A                    

 

AUDIT COMMITTEE 

RULES OF GOVERNANCE 

 

 

1. STATEMENT OF PURPOSE 

 

1.1 The purpose of an Audit Committee is to provide independent assurance of the 

adequacy of the risk management framework and the associated control 

environment, independent scrutiny of the authority’s financial and non-financial 

performance to the extent that it affects the authority’s exposure to risk and 

weakens the control environment, and to oversee the financial reporting process. 

 

2. TERMS OF REFERENCE 

 

2.1 Audit Activity 

 

To consider the Audit Services Manager’s annual report and opinion, and a 

summary of internal audit activity (actual and proposed) and the level of assurance 

it can give over the Council’s corporate governance arrangements. 

 

To consider summaries of specific internal audit reports as requested. 

 

To consider reports dealing with the management and performance of the providers 

of internal audit services. 

 

To consider a report from internal audit on agreed recommendations not 

implemented within a reasonable timescale. 

 

To consider the external auditor’s annual letter, relevant reports, and the report to 

those charged with governance. 

 

To consider specific reports as agreed with the external auditor. 

 

To comment on the scope and depth of external audit work and to ensure it gives 

value for money. 
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To liaise with the Audit Commission over the appointment of the Council’s external 

auditor. 

 

To commission work from internal and external audit. 

 

2.2 Regulatory Framework 

 

           To maintain an overview of the Council’s Constitution in respect of Contract 

Procedure Rules, Financial Regulations and financial Codes of Conduct and 

Behaviour. 

 

To review any issue referred to it by the Town Clerk and Chief Executive or a 

Director, or any Council body. 

 

To monitor the effective development and operation of risk management and 

corporate governance in the Council. 

 

To monitor Council policies on “Raising Concerns at Work” and the anti-fraud and 

anti-corruption strategy and the Council’s complaints process. 

 

To oversee the production of and approve the authority’s Annual Governance 

Statement and to recommend its adoption. 

 

To consider the Council’s arrangements for corporate governance and agreeing 

necessary actions to ensure compliance with best practice. 

 

To consider the Council’s compliance with its own and other published standards 

and controls. 

 

2.3 Accounts 

 

To review the Annual Statement of Accounts and to make recommendations to 

Council in respect of the approval of the Statement of Accounts.  Specifically to 

consider whether appropriate accounting policies have been followed and whether 

there are concerns arising from the financial statements or from the audit that need 

to be brought to the attention of the Council. 

 

To consider the external auditor’s report to those charged with governance on 

issues arising from the audit of the accounts. 
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3. ACCOUNTABILITY 

 

3.1 The Audit Committee will be a stand alone Committee of the Council.  All Audit 

Committee members will act in the interests of the Council and not on behalf of any 

political party, constituency, ward, or interest group. 

 

3.2 The Chairman of the Audit Committee will be appointed by the Committee.  The 

Chairman and the Committee will ensure that relevant issues are promptly brought 

to the attention of the Executive, Overview and Scrutiny Panels and Regulatory 

Committees or the full Council.  

 

3.3 The Chairman of the Audit Committee will present an Annual Report on the work of 

the Audit Committee to the full Council. 

 

4. AUTHORITY AND ACCESS 

 

4.1 The Audit Committee has a right to request relevant information from appropriate or 

relevant Members and Officers of the Council. 

 

4.2 The Audit Committee will not be able to transact the powers, functions and duties 

reserved to the full Council, the Executive, Overview and Scrutiny and other 

Regulatory Committees. 

 

4.3 The Audit Committee will have access to in-house financial, legal and any other 

professional advice necessary to carry out its functions. 

 

4.4 The Chairman of the Audit Committee and the external and internal auditor will 

meet as necessary and the Council’s Audit Services Manager will provide 

necessary services and support and assistance to the Audit Committee. 

 

4.5 Any Member, Officer or member of the public who has any concern covered by the 

Terms of Reference of the Audit Committee may raise the matter with the Chairman 

of the Committee who will obtain, if necessary, relevant advice from the Council’s 

Monitoring Officer or the Section 151 Finance Officer before taking any action with 

regard to the same. 
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5. MEMBERSHIP 

 

5.1 Audit Committee members will be appointed by the Council and consist of 7 

members in accordance with the rules governing political balance.  No member of 

the Executive and no chair of the Overview and Scrutiny Panels will be eligible to be 

a member of the Audit Committee.   

 

5.2 The Audit Committee will be provided with administrative support by the 

Governance Directorate and reports/decisions of the Audit Committee will be 

recorded and published on CMIS in the usual way.  The Resources Directorate will 

provide technical support to the Committee when required.  As the decisions of the 

Audit Committee will not be of an executive nature, the decisions will not be the 

subject of a request for call-in.  If any Member is concerned about any decision of 

the Audit Committee, s/he should raise the matter with the Chairman of the Audit 

Committee, the Monitoring Officer, the Section 151 Finance Officer and/or ask an 

oral question of the Chairman of the Audit Committee at the Council meeting in 

accordance with the relevant Council Procedure Rules. 

 

6.        ATTENDANCE   

 

6.1 The Audit Committee shall meet on a regular basis as provided for in paragraph 7 

below.  Officers and others may attend all or part of the meeting at the invitation of 

the Committee.  Attendees will usually include: 

  

 The Leader or Deputy Leader 

 The Portfolio Holder for Finance 

 Town Clerk and Chief Executive 

 Director of Resources (Section 151 Finance Officer) 

 Director of Governance (Monitoring Officer) 

 Audit Services Manager 

 Other Directors and Managers, as required 
 

6.2 Subject to the relevant meeting complying with the Access to Information 

paragraphs for the exclusion of members of the public, the Audit Committee will at 

least annually meet : 

(i) in private, with the external and internal auditors together; and/or 

(ii) in private, with the external auditor. 
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7. MEETINGS 

 

7.1 The Audit Committee will meet at least four times a year in accordance with the 

schedule of meetings agreed by the Council.  The External Auditor or the Audit 

Services Manager may request a meeting if they consider it necessary and other 

special meetings may be called in accordance with the Council’s Procedure Rules.   

 

7.2 The members of the Audit Committee will commit to receiving appropriate training 

and development necessary to fulfil their roles. 

 

8. QUORUM 

 

8.1 The quorum for any meeting will be one quarter of the elected members of the 

Committee, subject to there being not less than two elected members present at 

any time. 

 

9. WORK PROFILE OF THE AUDIT COMMITTEE 

 

9.1 In furtherance of the Terms of Reference and not otherwise, the Audit Committee is 

likely to receive and advise upon the following areas of work : 

 

 Whether there is an appropriate culture of risk management and related control 
throughout the Council; 
 

 the Annual Governance Statement; 
 

 the annual Statement of Accounts, including changes in and compliance with 
accounting policies and practices, major judgemental areas and significant 
adjustments resulting from the audit; 

 

 significant changes required to Financial Procedure Rules and the Contracts 
Procedure Rules. 

 

 the framework and processes for risk assessment, analysis and management 
within the Council; 

 

 the effective co-ordination between internal and external audit; 
 

 the budget needed to resource effective internal and external audit and other 
responsibilities of the Audit Committee; and 
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 generally, on how the Audit Committee could add value to the work and 
operation of the Council. 

 

9.2 External Audit and Inspection Agencies 

 

 To note the fees and terms of engagement of the external auditor. 
 

 To review the planned programme of work with the external auditor. 
 

 To consider the annual statutory audit and to advise the Executive on any 
response to any audit management letters, reports and investigations, including 
Value for Money studies and other inspection reports. 
 

 To review whether agreed external or internal audit or inspection 
recommendations have been implemented by the Executive as timetabled. 

 

 To discuss with the external auditor any problems, reservations or issues arising 
from the interim or final audit or other investigations. 

 

 To review the external auditor’s independence and objectivity and annually 
appraise the Executive on the effectiveness and value for money of the external 
audit service. 

 
9.3 Corporate Governance Framework 

 

 To review and advise the Executive on the embedding and maintenance of an 
effective system of corporate governance including internal control and risk 
management. 
 

 To give an assurance to the Council that there is a sufficient and systematic 
review of the corporate governance, internal control and risk management 
arrangements within the Council. 

 

 To review the Annual Governance Statement and make appropriate 
recommendations to the Council, the Executive, the Overview and Scrutiny 
Panels and Regulatory Committees. 

 

 To ensure that any significant weaknesses identified are remedied. 
 

 To commission, if necessary, any relevant investigations into matters of 
particular concern relating to internal control. 

 

 To ensure that the impact of any alleged or fraudulent activity on the Council’s 
framework of internal control is reviewed and, where necessary, to recommend 
changes to strengthen the control framework. 
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 To receive reports relating to those aspects of whistle blowing or alleged or 
actual fraudulent activity which relate to the Terms of Reference of the Audit 
Committee. 

 

9.4 Internal Audit 

 

 To review and make recommendations to the Executive regarding : 

 

 The effectiveness of internal audit; 
 

 the internal audit function to ensure it is adequately resourced; 
 

 the internal audit strategy, annual plan and to monitor delivery of the plan; 
 

 any internal audit protocols and policies; 
 

 significant audit findings, together with the response from managers to these 
reports; 

 

 any difficulties encountered by internal audit including any restrictions on the 
scope of activities or access to required information; 

 

 agreed internal audit recommendations to ensure they are implemented by 
management as timetabled; and 

 

 the annual report from the Audit Services Manager. 
 

9.5 Other 

 

 To consider and make recommendations to the Executive on : 

 

 the selection and terms of appointment of other appropriate advisors and 
consultants; 
 

 governance issues relating to the operation of the Audit Committee, and 
 

 the proportionality, independence, and appropriateness of any of the Council’s 
policies relating to any audit or governance matters. 

 

 such other matters of an audit, financial or governance nature as fall within the 
terms of reference of the Committee or as may be referred by the Council. 
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  Audit Committee 
Agenda 

Item: 

 

A.5 

  

Meeting Date: 15th April 2013 

Portfolio:  

Key Decision:  

Within Policy and 

Budget Framework 
 

Public / Private Public 

 

Title: STRATEGIC AUDIT PLAN AND AUDIT PLAN FOR 2013/14 

 

Report of: Director of Resources 

Report Number: RD06/13 

 

Purpose / Summary: 

This report provides details of the updated Strategic Audit Plan and the proposed Audit Plan 

for 2013/14. 

 

 

Recommendations: 

Members are requested to:  

 

 Note the report.   

 Approve the Internal Audit Plan for 2013/14 attached as APPENDIX A 

 

 

Tracking 

Executive: Not applicable 

Overview and Scrutiny: Not applicable 

Council: Not applicable 
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1. INTRODUCTION 

 

1.1. Under Section 151 of the Local Government Act 1972 and Section 114 of the Local 

Government Finance Act 1988, the Director of Resources is statutorily responsible for 

the proper administration of the Council‟s financial affairs.   

 

1.2. In addition, the Accounts and Audit Regulations 2011, require the Council to 

“undertake an adequate and effective internal audit of its accounting records and of its 

systems of internal control in accordance with the proper practices in relation to 

internal control”.  

 

1.3. Audit Services is an important resource in enabling the Director of Resources, the 

Audit Committee and the Council to fulfil their duties and it is important to ensure that 

the work of Audit Services is effective so as to give assurance of the probity of the 

Council‟s financial affairs. This applies whether these audit services are undertaken 

fully in-house, via a bought in or managed service or through shared service 

arrangements.  

 

1.4. Carlisle City Council, Cumbria County Council and Copeland Borough Council 

adopted a shared internal audit service approach in December 2010 to help facilitate 

an effective system of internal control.  The Cumbria Police Authority joined the 

Shared Internal Audit Service in autumn 2012. The Shared Service also delivers 

internal audit services to three other clients; the Lake District National Park and, from 

April 2013, Eden District Council and South Lakeland District Council.   

 

1.5. The Audit Plan for 2013/14 has been formulated for Carlisle City Council on the basis 

of the direct audit days available under this shared service arrangement.     

 

1.6. It is appropriate that the annual Audit Plan should be presented to and approved by 

the Audit Committee at the start of each financial year.  This gives Members the 

opportunity to question the Director of Resources who carries Section 151 

responsibility and the Audit Manager on the proposed programme of Internal Audit 

work for the forthcoming year.   It is also appropriate for Members of the Audit 

Committee to consider the Audit Risk Assessment (Strategic Plan). 

 

1.7. Members should note that performance against the 2013/14 Audit Plan, together with 

any issues arising, will be reported to the Audit Committee on a quarterly basis.  
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2. STRATEGIC PLAN  

 

2.1. The Relevant Internal Audit Standard Setters (which includes CIPFA) have adopted a 

common set of Public Sector Internal Audit Standards (PSIAS) from 1 April 2013. The 

Authority is required to comply with the new standards. The standard 2010.A1 states 

that “The internal audit activity’s plan of engagements must be based on a 

documented risk assessment, undertaken at least annually. The input of senior 

management and the board must be considered in this process.” 

 

2.2. This Council follows the above approach, which accords with current thinking in the 

Audit Profession and plans only for one year ahead, based on the perceived and 

changing risks that the Council is facing at any given time.    

 

2.3. Risk Assessment Model utilised by Carlisle City is in line with a version that was 

endorsed by CIPFA and by the Institute of Internal Auditors (IIA-UK). Full details of the 

Model are available to members on request.   

 
2.4. The Strategic Plan (entitled “Audit Risk Assessment – Strategic Risk Based Plan”) has 

been prepared in line with best audit practice.   Individual audit areas featured in the 

Strategic Audit Plan have been updated based on: 

 

 Risk impact and likelihood as detailed in the Corporate and Operational Risk 

Registers  

 Known changes to management, systems and procedures; 

 Findings arising from previous audit reviews, last time reviewed, likely benefits of 

an audit in this area etc.    

 Current cost of the service, the amount of income generated and number of 

transactions processed. 

 

2.5. It is stressed that this Strategic Risk Based approach to audit planning does not provide 

coverage of all audit areas within a given period.  Instead, this Model is dynamic and to 

some extent subjective in areas.  It identifies the “risk-areas” which can be addressed 

over any given timescale, ad-hoc demands etc, with the amounts of audit resources 

available for the year.    

 

2.6. Discussions have been held with all Directors regarding the Strategic Audit Plan for 

their respective directorates and their comments have been incorporated into the 

planning arrangements.  Reference has been made to those systems that have been 

identified by directorates as being business critical.  

 

 

 



Page 80 of 218

 

 
 

 

4 

 

3. ANNUAL AUDIT PLAN 2013/14 

 

3.1. The Audit Plan for 2013/14 provides 540 direct audit days to Carlisle City Council. The 

coverage of the Annual Plan is derived from the outcome of the strategic planning 

process outlined in section 2. The Senior Management Team has had the opportunity to 

comment upon the contents of the Draft Annual Plan. 

  

3.2. The Draft Annual Audit Plan 2013-14 is attached as Appendix A. The figures below 

show how the total audit time will be utilised during 2013/14: 

 

Planned Audits: 

No. 

Planned     

Audits  

Planned  

   Days 

% of 

Plan 

Risk based audit reviews  13 182 34 See para 3.2.1. 

Main Financial Systems       11 148 27 See para 3.2.2. 

Value for Money / Efficiency   2 40 7 See para 3.2.3. 

ICT          2 25 5 See para 3.2.4. 

National Fraud Initiative 1 15 3 . 

Other Time: 

Audit Management, Planning, 

Committee 

- 50 

 

9 See para 3.2.5. 

Project Support  20 4 See para 3.2.6. 

Counter Fraud  - 10 2  

Contingency - 40 7 See para 3.2.7. 

Follow ups   - 10 2  

 

Total Planned Audits / Days  29 

 

540  100%  

 

3.2.1. There are 13 “high risk” audits for completion as part of the 2013-14 Audit Plan. This 

includes 6 formal follow up audits on „restricted‟ audits which were delivered in 2012-13. 

Emphasis of the high risk audits is on the effectiveness of in house monitoring regimes 

(e.g. contract, performance etc). 

 

3.2.2. The main financial systems are fundamental to attaining good corporate governance 

and stewardship in achieving accountability and transparency.   These systems have a 

high impact on the main financial system and therefore on the Authority‟s accounts.   

These reviews are undertaken regardless of their “risk-score” on an annual basis and 

External Audit place reliance on this work. There are 11 material audits scheduled for 

completion in 2013-14. It should be noted that (Housing) Improvement Grants is no 

longer considered to be a „material‟ system, as the levels of expenditure in this service 

area are no longer exceed the financial „material value‟ threshold.  
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3.2.3. Time has been allocated to Value for Money / Efficiency Programme in 2013/14 at the 

request of the Senior Management Team. This work has been accommodated in 

replace of audit time which was previously spent on lower risk audit areas. 

 

3.2.4. An allocation of 25 days has been allocated for ICT reviews and 2 important areas have 

been selected for review during 2013/14.  The revised working arrangements in the ICT 

shared service have been considered in this planning process. 

 

3.2.5. Audit Management time of 50 days is the time required for Audit Committee preparation, 

reporting and attendance, audit planning and other audit management responsibilities.  

 

3.2.6. Time has been allocated to support two key corporate projects during 2013-14.  

 

3.2.7. An allocation of 40 days has been made to contingency.   This time will be used to 

address unplanned work arising during the year.   This might include fraud, 

investigations and other support / smaller reviews.    

 

3.3. Any significant extra demands on audit time which can not be accommodated within the 

contingency allocation may require a revision to the Audit Plan.  In such instances these 

revisions are considered / authorised by the Director of Resources, before being 

reported as part of the quarterly progress reporting to Audit Committee for members‟ 

consideration / approval.     

 

4. CONSULTATION 

Not applicable. 

 

5. CONCLUSION AND REASONS FOR RECOMMENDATIONS 

 
5.1. Members are requested to: 

 

 Note this report 

 Consider/approve the Draft Audit Plan for 2013-14 attached as APPENDIX A. 

 

6. CONTRIBUTION TO THE CARLISLE PLAN PRIORITIES 

 

6.1. To ensure that there is a Risk Based Annual Audit Plan in place which sufficiently 

considers the key risks to the Council when delivering the diverse range of services and 

activities in place to achieve the corporate priorities. 

 

 

Audit Manager 

(Shared Internal Audit Service 

Contact Officer: Gill Martin Ext:  7294 
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Appendices 

attached to report: 

A 

 

 

 

CORPORATE IMPLICATIONS/RISKS: 

 

Chief Executive’s – not applicable 

 

Community Engagement – not applicable 

 

Economic Development – not applicable 

 

Governance – not applicable 

 

Local Environment – not applicable 

 

Resources – not applicable 
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                                        APPENDIX A 

CARLISLE CITY COUNCIL 

DRAFT AUDIT PLAN 2013/14 

 

     Directorate 

Audit 

Days 

Allocated Audit Area 

Follow up of 

2012-13 

audit work 

     Risk Based Reviews 

   

 

Community Engagement 15 Revenues Recovery (to include Housing Benefit Overpayments) 

 

 

Community Engagement 12 Customer Contact Centre  Y 

 

Community Engagement 10 Leisure Services Contract   Y 

 

Community Engagement / Economic 

Development 20 Projects and Partnerships - Stewardship arrangements 

   Governance 10 Electoral Payments 

 

 

Local Environment 10 Carlisle Cycle Way  Y 

 

Local Environment 15 Recycling Contracts Y 

 

Local Environment 15  'Clean up Carlisle' - Street Cleaning (education and enforcement)   

 

Resources 20 Procurement - Tendering and Contracting   Y 

 

Resources 15 External Funding - Compliance and Monitoring Arrangements 

 

 

Corporate 15 Records Management Arrangements  Y 

 

Corporate 10 Performance Management - Service Standards 

 

 

Corporate 15 Organisational Development & Corporate Training  

 

  

182 
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     Directorate 

Audit 

Days 

Allocated Audit Area 

 

Value for Money and Efficiency Reviews 

   

 

Corporate 20 Improvement, Efficiency and VFM Programme 

 

 

Corporate 20 Charging and Trading - income generation 

 

  

40 

  Main Financial System Reviews: 

   

 

Community Engagement 12 Council Tax 

 

 

Community Engagement 20 Housing and Council Tax Benefits 

 

 

Community Engagement 12 National Non Domestic Rates (NNDR) 

 

 

Resources 20 Main Accounting System (inc Budget Monitoring and Bank Reconciliation) 

 

Resources 15 Fixed Assets   

 

Resources 10 Creditors   

 

Resources 10 Debtors   

 

Resources 12 Payroll   

 

Resources 10 Treasury Management   

 

Resources 12 Income Management 

 

 

Local Environment 15 Car Parking Income (On and Off street including Contract Parking)   

  

148 

  ICT Reviews 

   

 

Resources - ICT Connect 10 Project Management    

 

Resources - ICT Connect 15 IT Developments - use of electronic forms  

 

  

25 
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     Directorate 

Audit 

Days 

Allocated Audit Area 

 

Project Support 

   

 

Community Engagement 5 Welfare Reform Changes   

 

Resources 15 Procurement – e Purchasing    

  

20 

  Fraud 

    

 

Corporate 15 National Fraud Initiative  

 

 

Corporate 10 Counter Fraud Arrangements / Awareness   

  

25 

   

Other 

    

 

Audit Management, Committee, Planning & 

Reporting 50 

 

  

 

Follow Up of Previous Recommendations 10 

 

  

 

Contingency  40 

 

  

  

100 

  

 

  

   

 

Total Direct Audit Days 2013-14 540     
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 Report to Audit Committee  Agenda 

Item: 

 

A.7 

  

Meeting Date: 15th April 2013 

Portfolio: Finance, Governance and Resources 

Key Decision: Not Applicable: 

Within Policy and 

Budget Framework 

 

YES 

Public / Private Public 

 

Title: TREASURY MANAGEMENT OCTOBER – DECEMBER 2012 

Report of: Director of Resources 

Report Number: RD76-12 

 

Purpose / Summary: 

This report, which provides the regular quarterly summary of Treasury Management 

transactions for the third quarter of 2012/13, was received by the Executive on 11 

February 2013.  The Audit Committee is invited to make any observations on treasury 

matters which took place during this quarter although it will be noted from the report that 

this was a relatively quiet period in treasury terms.  The Committee is otherwise asked to 

note the report. 

 

 

Recommendations: 

That the report be received. 

 

 

 

 

Tracking 

Executive: 11 February 2013 

Overview and Scrutiny:  

Council:  
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REPORT TO EXECUTIVE 

 

 
 PORTFOLIO AREA :   FINANCE, GOVERNANCE AND RESOURCES 
 
Date of Meeting: 

 
11 February 2013 

 
Public 

 
 

 
Key Decision: 

 
No 

 
Recorded in Forward Plan: No

 
Inside Policy Framework 

  
Title: TREASURY MANAGEMENT OCTOBER – DECEMBER 2012 
Report of: Director of Resources 
Report reference: RD76/12 

 
Summary: 
This report provides the regular quarterly report on Treasury Transactions including the 

requirements of the Prudential Code. 

 

 

Recommendations: 
That this report is received and the Prudential Indicators noted as at 31 December 2012. 

 

 

 

 

 

 

 

 

Contact Officer: Steven Tickner Ext: 7280 

 
Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 

the report has been prepared in part from the following papers: The Prudential Code on Local 

Authority borrowing including related guidance notes; Financial Services working papers. 
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CITY OF CARLISLE 

 

To: The Executive        RD76/12 

 11 February 2013 

 

TREASURY TRANSACTIONS 2012/13 

 

1. INTRODUCTION 

1.1 The purpose of this report is to inform Members on various Treasury Management 

issues.  The report is set out as follows: 

 

(i) Appendix A sets out the schedule of Treasury Transactions for the period 

1 April 2011 – 31 December 2012 

 Appendix A1 – Treasury Transactions April to December 2012 

 Appendix A2 – Investment Transactions April to December 2012 

 Appendix A3 – Outstanding Investments at 31 December 2012 and  

 

(ii) Appendix B discusses the Prudential Code and Prudential Indicators for 

2011/12:  

 Appendix B1 – Prudential Code background 

 Appendix B2 – Prudential Indicators 

   

 

2. CONSULTATION 

 

2.1 Consultation to Date. 

None. 

 

2.2 Consultation proposed. 

The Audit Committee will consider this report at their next meeting in April. 

 

3. RECOMMENDATIONS 

That this report be received and the Prudential Indicators noted as at 31 

December 2012. 

 

4. REASONS FOR RECOMMENDATIONS 

4.1 As per the report. 
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5. IMPLICATIONS 

 Staffing/Resources – Not applicable. 

 Financial – Included within the report. 

 Legal – Not applicable. 

 Corporate – Not applicable. 

 Risk Management – Risk management lies at the heart of effective treasury 

management. 

 Equality Issues – Not applicable. 

 Environmental – Not applicable. 

 Crime and Disorder – Not applicable. 

 

6. IMPACT ASSESSMENTS 

 
Does the change have an impact on the following? 

 
 

Equality Impact Screening 
 

Impact Yes/No? 
Is the impact 
positive or 
negative? 

Does the policy/service impact on the 
following? 

  

Age No N/A 
Disability No N/A 
Race No N/A 
Gender/ Transgender No N/A 
Sexual Orientation No N/A 
Religion or belief No N/A 
Human Rights No N/A 
Social exclusion No N/A 
Health inequalities No N/A 
Rurality No N/A 

 

If you consider there is either no impact or no negative impact, please give reasons: 

 

This report summarises Treasury Transactions for Quarter 3 2012/13   

 

If an equality Impact is necessary, please contact the P&P team. 

 

PETER MASON 

Director of Resources 

 

 

Contact Officer:  Steven Tickner         Ext 7280 

 

 



Page 207 of 218 5 

 

APPENDIX A1 

TREASURY TRANSACTIONS 

1 APRIL 2012 to 31 DECEMBER 2012 

 

1. LOANS (DEBT)  

 

1.1 Transactions 1 April to 31 December 2012 

 
 

£ % £ %

P.W.L.B 0 0 0
Local Bonds 0 0 0
Short Term Loans 0 0 0.00
Overnight Borrowing 0 0 0.00

0 0

RepaidRaised

 
 

This provides a summary of any loans that have been raised or repaid, analysed 

by type, since the previous report. New procedures have been put in place to map 

the cash flow more accurately to enable better forecasting and to limit the amount 

of short term/overnight borrowing which may be required. 

 

1.2 Loans (Debt) Outstanding at 31 December  2012 

 
£

City of Carlisle Stock Issue 15,000,000
Short Term Loans 13,300

15,013,300

 
 

1.4 Loans Due for Repayment (Short Term) 

 
PWLB Overnight Total

£ £ £

Short Term Debt at 31 December 2012 0 0 13,300

13,300

 
 

The short terms loans shown above relate to amounts held by the City Council that have 

been invested with it from Mary Hannah Almshouses Charity and Carlisle Educational 

Charity. 
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1.5 Interest Rates 

Sector is not forecasting an interest rate rise until Quarter 1 of 2015.   

 

2 INVESTMENTS 

 

£ % £ %

Short Term Investments 29,748,000 0.43-1.75 29,922,000 0.43-2.22

29,748,000 29,922,000

Made Repaid

 
 

A full schedule of investment transactions is set out in Appendix A2.  Appendix A3 

shows outstanding investments at 31 December 2012. 

 

3 REVENUES COLLECTED 

 
To: 31 December 
2012 Collected

% of Amount 
Collectable

£ %

2012/13 Council Tax 40,986,514 86.03
NNDR 35,343,358 86.36

Total 76,329,872 86.18

2011/12 Council Tax 40,712,911 86.05
NNDR 33,408,985 87.18

Total 74,121,896 86.55

2010/11 Council Tax 40,755,631 86.20
NNDR 31,779,907 88.47

Total 72,535,538 87.17

 
 

Collection levels have been fairly stable in each of the past three years.  

 

4       BANK BALANCE 

 

At 31 December 2012,£1,535,482.91 in hand.  

 

This simply records the Council’s bank balance at the end of the last day covered 

by the report.  
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5 PERFORMANCE ON TREASURY MANAGEMENT TRANSACTIONS 

TO 31 DECEMBER 2012 

April – 31 December 2012 

 
Estimate Actual Variance

£000 £000 £000

Interest Receivable (323) (297) 26

Interest Payable 850 849 (1)
Less Rechargeable (7) (7) 0

843 842 (1)

Principal Repaid 275 304 29
Debt Management 11 14 3

NET BALANCE 806 863 57

 
 

The estimate column is the profiled budget to 31 December 2012.     

 

Most budget heads are performing very much in line with the original estimate.  

There will, however, be an over spend on the principal repaid figure (the minimum 

revenue provision - MRP) due to the capital programme in 2011/12 utilising more 

capital receipts than expected.  This was due to expected receipts from the asset 

review not being generated and disposals slipping into 2012/13. This meant that 

the Capital Financing Requirement increased by more than expected and 

therefore the MRP required has increased.   

 

Interest receivable is below budget levels due to anticipated capital receipts not 

being received and therefore not being able to be invested.  Also, investment 

returns have started to fall in the last quarter which will have an ongoing impact on 

the amount of interest that can be generated.  The current average return 

received is 1.61%, which when compared to the current bank rate of 0.50%, 

represents a significantly improved return whilst maintaining a prudent risk 

approach to the investments placed. 
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APPENDIX A2 

INVESTMENT TRANSACTIONS 1 OCTOBER TO 31 DECEMBER 2012 

 

£ £
Prime Rate, Money Market 3,450,000.00      Prime Rate, Money Market 945,000.00        
Ignis , Money Market 1,742,000.00      Cumberland B.Soc 1,000,000.00     
Cumberland B.Soc 1,000,000.00      Prime Rate, Money Market 210,000.00        
Royal Bank of Scotland 1,000,000.00      Royal Bank of Scotland 1,000,000.00     
Cumberland B.Soc 1,000,000.00      Prime Rate, Money Market 80,000.00          
Prime Rate, Money Market 585,000.00        Coventry B Soc 1,345,000.00     
Prime Rate, Money Market 1,200,000.00      Prime Rate, Money Market 1,900,000.00     
Coventry B Soc 1,345,000.00      Royal Bank of Scotland 2,000,000.00     
Royal Bank of Scotland 2,000,000.00      Prime Rate, Money Market 2,100,000.00     
Prime Rate, Money Market 2,173,000.00      Ignis , Money Market 1,265,000.00     
Ignis , Money Market 1,579,000.00      Ignis , Money Market 314,000.00        
Prime Rate, Money Market 560,000.00        Prime Rate, Money Market 107,000.00        
Prime Rate, Money Market 485,000.00        Prime Rate, Money Market 17,000.00          
Prime Rate, Money Market 889,000.00        Prime Rate, Money Market 575,000.00        
Royal Bank of Scotland 1,000,000.00      Prime Rate, Money Market 1,700,000.00     
Prime Rate, Money Market 4,000,000.00      Prime Rate, Money Market 125,000.00        
Royal Bank of Scotland 1,000,000.00      Prime Rate, Money Market 1,583,000.00     
Royal Bank of Scotland 1,000,000.00      Ignis , Money Market 2,040,000.00     
Ignis , Money Market 3,740,000.00      Royal Bank of Scotland 1,000,000.00     

Prime Rate, Money Market 425,000.00        
Royal Bank of Scotland 1,000,000.00     
Royal Bank of Scotland 1,000,000.00     
Ignis , Money Market 1,000,000.00     
Ignis , Money Market 700,000.00        
Prime Rate, Money Market 1,291,000.00     
Prime Rate, Money Market 300,000.00        
Prime Rate, Money Market 1,500,000.00     
Ignis , Money Market 3,400,000.00     

TOTAL 29,748,000 29,922,000

Bfwd 23,258,000        
Paid 29,748,000        
Repaid 29,922,000        
Total 23,084,000

Made Repaid 
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APPENDIX A3 

Category Borrower Principal (£) Interest 
Rate

Start Date Maturity Date Current 
Days to 

Maturity

Days to maturity 
at execution

Total Interest 
Expected (£)

Y Ignis MMF 600,000 0.43% Call 0
Y Prime Rate MMF 484,000 0.41% Call 0
G Barclays Bank 4,000,000 0.65% Call 0

N/C Cumberland BS 1,000,000 0.75% 02/10/2012 02/01/2013 2 92 1,890
B Royal Bank of Scotland 1,000,000 1.10% 02/07/2012 03/01/2013 3 185 5,575

N/C Cumberland BS 1,000,000 0.75% 05/10/2012 03/01/2013 3 90 1,849
B Bank of Scotland 1,000,000 2.50% 05/01/2012 04/01/2013 4 365 25,000
B Bank of Scotland 1,000,000 3.10% 13/01/2012 13/02/2013 44 397 33,718
B Bank of Scotland 2,000,000 3.10% 01/03/2012 13/02/2013 44 349 59,282
B Royal Bank of Scotland 1,000,000 1.43% 15/05/2012 15/02/2013 46 276 10,813
B Bank of Scotland 1,000,000 2.00% 25/05/2012 27/02/2013 58 278 15,233
B Royal Bank of Scotland 1,000,000 1.51% 01/06/2012 07/03/2013 66 279 11,542
B Royal Bank of Scotland 2,000,000 0.95% Call 90 90 4,685
B Royal Bank of Scotland 2,000,000 1.20% Call 95 95 6,247
B Bank of Scotland 1,000,000 3.00% 02/04/2012 11/04/2013 101 374 30,740
B Bank of Scotland 1,000,000 2.85% 31/05/2012 30/05/2013 150 364 28,422
B Bank of Scotland 1,000,000 2.85% 02/08/2012 02/08/2013 214 365 28,500
B Bank of Scotland 1,000,000 1.75% 05/10/2012 04/10/2013 277 364 17,452

Total Investments £23,084,000 1.61% 80 264 £280,948

Outstanding Investments as at 31 December 2012

 

N.B Interest is recognised in the appropriate financial year in which it is due. 

The category colour represents the duration of investment recommended by Sector, the Council’s Treasury Advisors.  Those investments with No 

colour, are still within the Council’s investment Strategy and are therefore deemed suitable for investing. 
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Weighted 
Average Rate 

of Return

Weighted 
Average Days 

to Maturity

Weighted 
Ave Days to 

Maturity 
from 

Execution

% of 
Portfolio

Amount % of 
Colour in 

Calls

Amount of 
Colour in Calls

% of Call in 
Portfolio

WARoR WAM WAM at 
Execution

Risk 
Score for 
Colour (1 
= Low, 7 = 

High)

Dec 
2012

Sep 
2012

June 
2012

Mar 
2011

Yellow 4.70%     1,084,000 100.00%       1,084,000 4.70% 0.42% 0 0 1 0.0 0.0 0.1 0.0
Purple 0.00%                 -   0.00%                  -   0.00% 0.00% 0 0 2 0.0 0.0 0.0 0.0
Blue 69.31%    16,000,000 25.00%       4,000,000 17.33% 2.10% 89 270 3 2.1 2.1 2.3 1.9

Orange 0.00%                 -   0.00%                  -   0.00% 0.00% 0 0 4 0.0 0.0 0.0 0.0
Red 0.00%                 -   0.00%                  -   0.00% 0.00% 0 0 5 0.0 0.0 0.0 0.0

Green 17.33%     4,000,000 100.00%       4,000,000 17.33% 0.65% 0 0 6 1.0 1.0 0.6 0.7
No Colour 8.66%     2,000,000 0.00%                  -   0.00% 0.75% 3 91 7 0.6 0.6 0.3 1.7

100.00%    23,084,000 39.35%       9,084,000 39.35% 1.61% 62 195 3.8 3.8 3.3 4.3

Normal' 
Risk 

Score
3.5 3.5 3.5 3.5

Y
P
B
O
R
G

N/C

Up to 1 Year
Up to 6 months   
Up to 3 months

No Colour

Investments Summary Sheet
Weighted Average Risk

Sector's Suggested 
Criteria

Up to 5 Years
Up to 2 Years
Up to 1 Year

Yellow
Purple

Blue
Orange

Red

Green

No Colour

Portfolio Composition by Sector's Suggested 
Lending Criteria
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APPENDIX B1 

 

THE PRUDENTIAL CODE AND PRUDENTIAL BORROWING 

 

1. Introduction 

1.1 The Local Government Act 2003 brought about a new borrowing system for local 

authorities known as the Prudential Code (the Code).  This gives to Councils much 

greater freedom and flexibility to borrow without government consent so long as 

they can afford to repay the amount borrowed. 

 

1.2 The aim of the Code is to support local authorities when making capital investment 

decisions.  These decisions should also be in line with the objectives and priorities 

as set out in the Council’s Corporate Plan. 

 

1.3 The key objectives of the Code are to ensure, within a clear framework, that the 

capital investment plans of the Council are affordable, prudent and sustainable, or if 

appropriate, to demonstrate that they may not be.  A further key objective is to 

ensure that treasury management decisions are taken in accordance with good 

professional practice and in a manner that supports prudence, affordability and 

sustainability.  These objectives are consistent with and support local strategic 

planning, local asset management planning and proper option appraisal.  They also 

encourage sound treasury management decisions. 

 

2. Prudential Indicators 

2.1 To demonstrate that the Council has fulfilled these objectives, the Code sets out 

indicators that must be used.  It is for the council to set any indicative limits or 

ratios.  It is also important to note that these indicators are not designed to be 

comparative performance figures indicators but to support and record the Council’s 

decision making process. 

 

2.2 Appendix B2 sets out the latest performance indicators for the current year.  

 

3. Supported and Unsupported (or Prudential) Borrowing 

3.1 Local authorities have always funded a substantial element of their capital 

programme via borrowing.  This continues to be the case but until the introduction 

of the Code any local authority borrowing was essentially based upon a government 

‘permission to borrow’.  Differing types of government control operated over the 

years but since 1990 these had been termed credit approvals.  The level of an 

authority’s previous years’ credit approvals is also included in the revenue support 

grant (RSG) allocation so that ultimately any borrowing is ‘supported’ via RSG. 
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3.2 This element of supported borrowing is still part of the RSG system although the 

City Council has previously resolved that its capital borrowing would be limited to its 

level of supported borrowing.  In 2012/13 this is estimated to be Nil.   

 

3.3 However, there may be circumstances in which the City Council will wish to 

undertake some prudential borrowing and the issues surrounding unsupported and 

supported borrowing are discussed below. 

 

3.4 Authorities are permitted to borrow in excess of their supported borrowing 

allocation.  This is referred to as prudential or unsupported borrowing.  This can be 

undertaken so long as the Council can demonstrate that the revenue consequences 

of such borrowing (i.e. the cost of the debt) are sustainable, affordable and prudent 

in the medium to long term. 
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APPENDIX B2 

PRUDENTIAL INDICATORS 

 

Central to the operation of the Prudential code is the compilation and monitoring of 

prudential indicators covering affordability, prudence, capital expenditure, and treasury 

management.  Set out below are the indicators for 2012/13 to date as detailed in the 

Treasury Management Strategy Statement for 2012/13.  

 

(a) Affordability 

 
2012/13 2012/13

Original Revised
£ £

(i) Capital Expenditure 10,940,000 8,089,600

(ii) Financing Costs
Total Financing Costs 1,163,000 1,207,565

(iii) Net Revenue Stream
Funding from Govt Grants/Local Taxpayers 13,535,000 13,535,000

(iv) Ratio of Financing Costs to Net Revenue Stream 8.59% 8.92%
The figures monitor financing costs as a proportion of 
the total revenue stream from government grants and 
local taxpayers.  The increase in the ratio of financing 
costs is mainly attributable to the forecast reduction in 
investment income.

(v) Incremental Impact on Council Tax N/A 9.00
This indicator allows the effect of the totality of the 
Council’s capital investment decisions to be considered 
at budget setting time.

(vi) Authorised Borrowing Limit 37,600,000 37,600,000
Maximum Level of Borrowing and Other Long term 
Liabilities 15,013,300

The authorised borrowing limit is determined by Council 
prior to the start of the financial year.  The limit must not 
be altered without agreement by Council and should not 
be exceeded under any foreseeable circumstances.  
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2012/13 2012/13
Original Revised

£ £

(vii) Operational Borrowing Limit 32,600,000 32,600,000
Maximum Level of Borrowing and Other Long term 
Liabilities 15,013,300
The operational borrowing limit is also determined by 
Council prior to the start of the financial year.  Unlike the 
authorised limit, it may be breached temporarily due to 
cashflow variations but it should not be exceeded on a 
regular basis.  

(viii) Capital Financing Requirement (CFR) (2,992,000) n/a
As at 31 March 
The CFR is a measure of the underlying borrowing 
requirement of the authority for capital purposes. 

 
 

(b) Prudence and Sustainability 

 
2012/13

Revised
£

(i) New Borrowing to Date 0
No Long Term Borrowing has been taken in 2012/13 to date

(ii) Percentage of Fixed Rate Long Term Borrowing
at 31 December 2012 100%

(iii) Percentage of Variable Rate Long Term Borrowing
at 31 December 2012 0%
Prudent limits for both fixed and variable rate exposure have been set at 
100%. This is due to the limited flexibility available to the authority in the 
context of its overall outstanding borrowing requirement.

(iv) Minimum Level of Investments Classified as Specified 50.00%
Level of Specified Investments as at 31 December 2012 91.00%

As part of the Investment Strategy for 2012/13 the Council set a 
minimum level of 50% for its specified as opposed to non specified 
investments.  The two categories of investment were defined as part of 
the Strategy but for the City Council non specified investments will 
presently refer mainly to either investments of over one year in duration or 
investments placed with building societies that do not possess an 
appropriate credit rating.  These tend to be the smaller building societies. 
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EXCERPT FROM THE MINUTES OF THE 

EXECUTIVE 
HELD ON 11 FEBRUARY 2013 

                                                                                                                                                                                     
 
EX.19/13 TREASURY MANAGEMENT OCTOBER – DECEMBER 2012 
 (Non Key Decision) 
  
Portfolio Finance, Governance and Resources  
 
Relevant Overview and Scrutiny Panel Resources 
 
Subject Matter 
 
The Finance, Governance and Resources Portfolio Holder submitted report RD.76/12 
providing the regular quarterly report on Treasury Transactions, including the 
requirements of the Prudential Code.   
 
He drew Members' attention to Appendix 1 to the report, commenting that most budget 
heads were performing very much in line with the original estimate.  There would, 
however, be an overspend on the principle repaid figure (the minimum revenue 
provision) due to the capital programme in 2011/12 utilising more capital receipts than 
expected.   The position would be monitored by Officers on a regular basis. 
 
In conclusion, the Finance, Governance and Resources Portfolio Holder moved the 
recommendation which was duly seconded by the Leader. 
 
Summary of options rejected None 
 
DECISION 
 
That Report RD.76/12 be received and the Prudential Indicators noted as at 31 
December 2012. 
 
Reasons for Decision 
 
To advise Members of the Council’s Treasury Transactions 
 
 



Page 218 of 218

 


	Agenda Contents
	To receive apologies for absence and notification of substitutions

	MINUTES
	AUDIT COMMITTEE
	FRIDAY 11 JANUARY 2013 AT 10.00 AM

	AUC.01/13 APOLOGY FOR ABSENCE
	AUC.02/13 DECLARATIONS OF INTEREST
	AUC.03/13 MINUTES

	A.1 MINUTES OF RESOURCES OVERVIEW AND SCRUTINY PANEL
	Minutes - Resources Overview and Scrutiny Panel 03 01 13
	THURSDAY 3 JANUARY 2013 AT 10.10AM
	ROSP.01/13 APOLOGIES FOR ABSENCE
	(2)  Executive Draft Budget Proposals 2013/14


	Minutes - Resources Overview and Scrutiny Panel 21 02 13
	THURSDAY 21 FEBRUARY 2013 AT 10.10AM
	ROSP.10/13 APOLOGIES FOR ABSENCE


	A.2 CERTIFICATION WORK REPORT 2011-12
	A.3 GRANT THORNTON - AUDIT COMMITTEE UPDATE
	A.4 AUDIT COMMITTEE'S ANNUAL REPORT
	Appendix A
	AUDIT COMMITTEE
	RULES OF GOVERNANCE
	1. Statement of Purpose
	2. Terms of Reference

	2.3 Accounts
	5. Membership
	6.        attendance
	7. Meetings

	8. Quorum
	9. Work Profile of the Audit Committee



	A.5 STRATEGIC AUDIT PLAN AND AUDIT PLAN FOR 2013-14
	INTRODUCTION
	Under Section 151 of the Local Government Act 1972 and Section 114 of the Local Government Finance Act 1988, the Director of Resources is statutorily responsible for the proper administration of the Council’s financial affairs.
	In addition, the Accounts and Audit Regulations 2011, require the Council to “undertake an adequate and effective internal audit of its accounting records and of its systems of internal control in accordance with the proper practices in relation to in...
	Audit Services is an important resource in enabling the Director of Resources, the Audit Committee and the Council to fulfil their duties and it is important to ensure that the work of Audit Services is effective so as to give assurance of the probity...
	Carlisle City Council, Cumbria County Council and Copeland Borough Council adopted a shared internal audit service approach in December 2010 to help facilitate an effective system of internal control.  The Cumbria Police Authority joined the Shared In...
	The Audit Plan for 2013/14 has been formulated for Carlisle City Council on the basis of the direct audit days available under this shared service arrangement.
	It is appropriate that the annual Audit Plan should be presented to and approved by the Audit Committee at the start of each financial year.  This gives Members the opportunity to question the Director of Resources who carries Section 151 responsibili...
	Members should note that performance against the 2013/14 Audit Plan, together with any issues arising, will be reported to the Audit Committee on a quarterly basis.
	STRATEGIC PLAN
	The Relevant Internal Audit Standard Setters (which includes CIPFA) have adopted a common set of Public Sector Internal Audit Standards (PSIAS) from 1 April 2013. The Authority is required to comply with the new standards. The standard 2010.A1 states ...
	This Council follows the above approach, which accords with current thinking in the Audit Profession and plans only for one year ahead, based on the perceived and changing risks that the Council is facing at any given time.
	Risk Assessment Model utilised by Carlisle City is in line with a version that was endorsed by CIPFA and by the Institute of Internal Auditors (IIA-UK). Full details of the Model are available to members on request.
	The Strategic Plan (entitled “Audit Risk Assessment – Strategic Risk Based Plan”) has been prepared in line with best audit practice.   Individual audit areas featured in the Strategic Audit Plan have been updated based on:
	Risk impact and likelihood as detailed in the Corporate and Operational Risk Registers
	Known changes to management, systems and procedures;
	Findings arising from previous audit reviews, last time reviewed, likely benefits of an audit in this area etc.
	Current cost of the service, the amount of income generated and number of transactions processed.
	It is stressed that this Strategic Risk Based approach to audit planning does not provide coverage of all audit areas within a given period.  Instead, this Model is dynamic and to some extent subjective in areas.  It identifies the “risk-areas” which ...
	Discussions have been held with all Directors regarding the Strategic Audit Plan for their respective directorates and their comments have been incorporated into the planning arrangements.  Reference has been made to those systems that have been ident...
	Annual Audit Plan 2013/14
	The Audit Plan for 2013/14 provides 540 direct audit days to Carlisle City Council. The coverage of the Annual Plan is derived from the outcome of the strategic planning process outlined in section 2. The Senior Management Team has had the opportunity...
	The Draft Annual Audit Plan 2013-14 is attached as Appendix A. The figures below show how the total audit time will be utilised during 2013/14:
	There are 13 “high risk” audits for completion as part of the 2013-14 Audit Plan. This includes 6 formal follow up audits on ‘restricted’ audits which were delivered in 2012-13. Emphasis of the high risk audits is on the effectiveness of in house moni...
	The main financial systems are fundamental to attaining good corporate governance and stewardship in achieving accountability and transparency.   These systems have a high impact on the main financial system and therefore on the Authority’s accounts. ...
	Time has been allocated to Value for Money / Efficiency Programme in 2013/14 at the request of the Senior Management Team. This work has been accommodated in replace of audit time which was previously spent on lower risk audit areas.
	An allocation of 25 days has been allocated for ICT reviews and 2 important areas have been selected for review during 2013/14.  The revised working arrangements in the ICT shared service have been considered in this planning process.
	Audit Management time of 50 days is the time required for Audit Committee preparation, reporting and attendance, audit planning and other audit management responsibilities.
	Time has been allocated to support two key corporate projects during 2013-14.
	An allocation of 40 days has been made to contingency.   This time will be used to address unplanned work arising during the year.   This might include fraud, investigations and other support / smaller reviews.
	Any significant extra demands on audit time which can not be accommodated within the contingency allocation may require a revision to the Audit Plan.  In such instances these revisions are considered / authorised by the Director of Resources, before b...

	CONSULTATION
	CONCLUSION AND REASONS FOR RECOMMENDATIONS
	Members are requested to:

	CONTRIBUTION TO THE CARLISLE PLAN PRIORITIES

	A.6 AUDIT SERVICES PROGRESS REPORT 2012-13 \(No. 4\) 
	A.7 TREASURY MANAGEMENT OCTOBER - DECEMBER 2012
	RD76-12 TREASURY MANAGEMENT Q3 Audit Cttee 15 04 13
	Minute Excerpt EX.19.13 - Treasury Management October - December 2012
	EXCERPT FROM THE MINUTES OF THE
	EXECUTIVE

	HELD ON 11 FEBRUARY 2013





