CENTRAL BEDFORDSHIRE COUNCIL
At a meeting of the AUDIT COMMITTEE held in Room 15, Priory House,
Chicksands, Shefford on Monday, 26 September 2016
PRESENT
Cllr M C Blair (Chairman)
Cllr D J Lawrence (Vice-Chairman)
Cllrs P Downing
R Morris

Cllrs

D Shelvey
A Zerny

Apologies for Absence:

Cllr

F Firth

Substitutes:

Cllr

R D Berry (In place of F Firth)

Members in Attendance:

Cllr

M A G Versallion

Officers in Attendance:

Ms M Damigos
Mr R Gould
Mr L Manning
Ms K Riches
Mr B Sykes
Mr C Warboys

Deputy Monitoring Officer
Head of Financial Control
Committee Services Officer
Head of Internal Audit & Risk
Operations and Networks Manager
Chief Finance Officer

Others In Attendance:

Mr N Harris

Executive Director – Ernst & Young
LLP
Manager – Ernst & Young LLP

Ms C Ryan
AUD/16/17.Minutes
RESOLVED

that the minutes of the meeting of the Audit Committee held on 27 June
2016 be confirmed and signed by the Chairman as a correct record.
AUD/16/18.Members' Interests
None.
AUD/16/19.Chairman's Announcements and Communications
The Chairman reminded Members that they should turn their mobile devices
off. He then apologised to Members for the need to distribute so many of the
reports at both relatively short notice and as supplements. This was due to the

AUD Page 2

26.09.16

fact that the external audit was still continuing and Members were being
presented with the most up to date information.
AUD/16/20.Petitions
No petitions were received from members of the public in accordance with the
Public Participation Procedure as set out in Annex 2 of Part A4 of the
Constitution.
AUD/16/21.Questions, Statements or Deputations
No questions, statements or deputations were received from members of the
public in accordance with the Public Participation Procedure as set out in
Annex 1 of Part A4 of the Constitution.
AUD/16/22.External Audit Results Report 2015/16
Members considered the External Audit Results Report for the year ended 31
March 2016 from Ernst & Young LLP. The report informed the Committee of
the work carried out by the Company in order to discharge its statutory audit
responsibilities together with any governance issues identified. The report
summarised the findings from the substantially completed 2015/16 audit and
also included the messages arising from the audit of the Council’s financial
statements and the results of the work Ernst & Young had undertaken to
assess the Council’s arrangements to secure value for money in the use of its
resources.
The Ernst & Young Executive Director first apologised for the delay in the issue
of the report but explained that this had occurred because he wanted to ensure
that the Committee received the most up to date information. He then stated
that, since the issue of the report, most of the outstanding areas of work had
been completed. He expressed his thanks to the Council’s officers for their full
co-operation and assistance during the auditing process. The Executive
Director stated that, subject to final checks, Ernst & Young would be issuing an
unqualified opinion on the Council’s financial statements and, in addition, had
concluded that the Council had put in place proper arrangements to secure
value for money in its use of resources. He added that the audit of the Whole
of Government Accounts (WGA) was the only area of work still outstanding.
The procedures required by the National Audit Office (NAO) for the WGA were
in progress and would be finished before the deadline of 21 October 2016.
The Ernst & Young Executive Director stated that he would wish to discuss the
timetabling of future audits to ensure that forthcoming changes were met. He
then worked through the External Audit Results Report referring to particular
issues for Members’ information, in particular the Better Care Fund and Private
Finance Initiative (PFI) Liability. The meeting noted that the Head of Financial
Control would also be referring to these issues in item 8 (Statement of
Accounts).
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(Note: Minute AUD/16/23 below refers).
NOTED
the External Audit Results Report from Ernst & Young LLP setting out the
results of its 2015/16 audit.
AUD/16/23.2015/16 Statement of Accounts
The Committee considered a report by the Chief Finance Officer which
presented the 2015/16 Statement of Accounts for approval. A copy of this
document was attached at Appendix A to the Chief Finance Officer’s report. In
addition a schedule of changes to the Statement of Accounts certified by the
Chief Finance Officer on 28 June 2016 was attached at Appendix B and a draft
Letter of Representation 2015/16 was attached at Appendix C to the report.
Last, a schedule of additional changes to the Statement of Accounts, also
marked as Appendix B, was circulated at the meeting. The amendments in
both Appendices B were mainly classification or typographical corrections and
had no impact on the General Fund balance being essentially presentational.
A copy of the appendix circulated at the meeting is attached at Appendix A to
these minutes.
The Committee was aware that the annual accounts had to be published with
the audit opinion and certificate by no later than 30 September following the
end of the financial year. The accounts first needed to be approved by
Members so approval was required at this meeting of the Audit Committee. In
addition, auditing standards required an authority’s external auditor, in this case
Ernst & Young LLP, to obtain appropriate written representation from the
Council about the financial statements and governance arrangements. As a
result the Committee was also asked to approve a draft letter of representation
to Ernst & Young. A copy of the letter was attached at Appendix C to the Chief
Finance Officer’s report.
For Members’ benefit the Head of Financial Control worked through the annual
accounts document. He made particular reference to two specific areas of
interest, the first being the Council’s outstanding Private Finance Initiative (PFI)
liability arising from its schools PFI contract. He explained the background to
this matter, some of which was set out within the Statement, and how, following
a query from Ernst & Young a revised accounting model would be applied from
the 2016/17 financial year.
The Head of Financial Control next turned to the Better Care Fund, introduced
from April 2015, which represented the second area of interest. He again
provided Members with information in addition to that set out within the report,
the meeting noting that the Fund aimed to increase the integration of the local
authority and health sectors through pooled budget arrangements. In Central
Bedfordshire’s case this was with the NHS Bedfordshire Clinical
Commissioning Group (CCG). The accounts had been amended following the
external audit to clarify that the substance of the Fund’s operation during
2015/16 was a partnership rather than a pooled budget arrangement. The
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presentation in the Council’s accounts was now consistent with the CCG’s
accounts.
RESOLVED
1

that the 2015/16 Statement of Accounts for Central Bedfordshire
Council, as set out at Appendix A to the report of the Chief Finance
Officer and incorporating those amendments set out in the two
schedules of changes at Appendices B, be approved;

2

that the Annual Governance Statement for 2015/16, previously
approved at the meeting of the Audit Committee on 27 June 2016,
be included with the published 2015/16 Statement of Accounts;

3

that the Chairman of the Committee and the Chief Finance Officer
be authorised to sign the draft 2015/16 Letter of Representation as
set out to Appendix C of the Chief Finance Officer’s report for
submission to the Council’s external auditor Ernst & Young LLP;

4

that should minor changes be required to the 2015/16 Statement of
Accounts and the 2015/16 Letter of Representation following
completion of the audit the Chairman and Chief Finance Officer be
authorised to approve and sign the revised versions of these
documents.

AUD/16/24.Update on the Development and Approval of an IT Disaster Recovery Plan
The Committee considered a report by the Chief Information Officer which
introduced the current plans for the recovery of the Council’s IT operations after
a major outage at one of the Council’s two Data Centres. A copy of the ICT
Disaster Recovery Plan (DRP), which was an updated version of the original
DRP from 2014, was attached at Appendix A to the report. The meeting was
aware that the report had been submitted to the Committee as a result of a
request made at the last meeting (minute AUD/16/15 refers).
In addition the report advised the Committee of future trends and subsequent
changes in disaster recovery planning. Specific reference was made to a
strategy to move the Council’s data centres to the Cloud; an approach reflected
across the UK in both the private and public sector. Further, the Council’s
existing data centres required substantial investment to ensure that they could
continue to provide a good service and their small size made it difficult to
achieve high level efficiencies.
The meeting noted the advantages of moving to the Cloud. Members also
noted that plans were now in place to begin the migration and training for ICT
staff was underway. Full migrations could take place in 2017.
Discussion followed during which some concern was expressed at the security
aspects of Cloud hosting, reference being made to the hacking of large, well
known organisations and how cyber criminals were drawn to attacking such
bodies. Concern was also raised by the Head of Internal Audit and Risk that a
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number of wider issues relating to ICT Disaster Recovery remained
outstanding.
It was noted that, in view of forthcoming changes to the DRP environment, the
Chief Information Officer had indicated in his report that he would provide an
update to the Committee during the first quarter of 2017.
(Note: Minutes AUD/16/27 and 28 below also refer).
NOTED
1

the updated ICT Disaster Recovery Plan;

2

the ongoing work within the ICT with regard to the movement of the
Council’s data centres to the Cloud and the related impact on
disaster recovery planning.

AUD/16/25.Risk Update Report
The Committee considered a report which provided an overview of the
Council’s risk position as at August 2016.
The Head of Internal Audit and Risk introduced the report, which included a
Risk Register Dashboard attached at Appendix A to the report. The
Committee’s attention was drawn to the strategic and operational risk registers
and discussion took place on any changes which had taken place since the last
meeting. A Member referred to Operational Risk reference SUC030007
(Traffic accidents causing damage to network) and commented that
environmental risks such as flooding could have an impact as detrimental to
the network as traffic accidents. In response the Head of Internal Audit and
Risk acknowledged this possibility and undertook to advise the operational
area. A Member referred to Operational Risk reference CHS0005 (Failure to
retain and recruit staff within Children’s Services) and queried how long this
issue was likely to remain on the register given the significant improvements
which had taken place. In reply the Chief Finance Officer informed the meeting
that, given the improvements which had occurred, it had already been decided
that this matter was no longer a strategic risk. The Head of Internal Audit and
Risk stressed, however, that this was subject to the improvement in the
recruitment and retention of staff being maintained.
Further discussion followed during which the Head of Internal Audit and Risk
made reference to the section within the report on the outcome and possible
impact on the Council of the recent EU Referendum. She stated that the
issues raised would be taken into account when reviewing and updating the
risk registers.
NOTED
the strategic and operational risks facing Central Bedfordshire Council as
set out in the Risk Register Dashboard attached at Appendix A to the
report of the Chief Finance Officer.
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AUD/16/26.Internal Audit Progress Report
The Committee considered a report outlining the progress made on Internal
Audit work against the 2016/17 Audit Plan up to the end of August 2016.
The following matters were considered:








Background
Fundamental System Audits
Other Audit Work
Schools
Revisions to the Public Sector Internal Audit Standards
Other Matters of Interest
Performance Management

The Head of Internal Audit and Risk introduced the report and highlighted
matters of particular interest. She made reference to the finalisation of an audit
on the use of Purchasing cards by staff; the audit revealing that VAT was not
always being claimed back when possible. In connection with this subject the
Head of Financial Control advised the meeting that approximately 140 cards
were in use. The issue of the cards was strictly controlled and many were only
used infrequently or in an emergency.
The Vice-Chairman referred to the Internal Audit Plan 2016/17 attached at
Appendix A to the report and to the work being undertaken by officers in
connection with Section 106 Agreements. He expressed concern that some
major developers were failing to fulfil their obligations under the Agreements
and the Council was failing to enforce them. As a result there had been a drift
in favour of the developers to the financial detriment of the Council.
A Member referred to the rolling programme of school audit visits and queried
the level of Internal Audit resources allocated to this task. In response the
Head of Internal Audit and Risk explained that this had been reduced a few
years ago as a result of the growing number of schools converting to
Academies though the level of resources allocated had since remained
consistent. The Chief Finance Officer stated that the opportunity of selling
Internal Audit services had been investigated but there had been little interest
shown. Further, a change in legislation prevented Academies from being
charged for Responsible Officer services.
With regard to a query by the Member regarding the time allocated to carry out
audits in schools in comparison to other councils the Head of Internal Audit and
Risk stated that this varied and that some councils did not undertake this
function. The Chief Finance Officer added that the Council took a risk based
approach and that those schools without financial concerns may not be audited
for a considerable period.
NOTED
the progress made against the 2016/17 Internal Audit Plan.
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AUD/16/27.Tracking of Internal Audit Recommendations
The Committee considered a report which summarised the high priority
recommendations arising from Internal Audit Reports and the progress made in
implementing them.
Whilst recognising that an update had been provided to the meeting on aspects
of the development and approval of an IT Disaster and Recovery Plan (minute
AUD/16/24 above refers) the Head of Internal Audit and Risk stressed the need
for the wider issues relating to IT Disaster Recovery to be addressed before the
high priority recommendation relating to the Plan could be considered
implemented.
(Note: Minute AUD/16/28 below also refers).
NOTED
the report setting out the high priority recommendations arising from
Internal Audit reports and the progress made in implementing the
recommendations to date.
AUD/16/28.Work Programme
Members considered a report which set out the Committee’s proposed work
programme for the 2016/17 municipal year. The meeting was aware that an
update on the implementation of the IT Disaster Recovery Plan was due to be
submitted to the Committee during the first quarter of 2017 (minute AUD/16/24
and 27 above also refer). Given the proximity of the 9 January 2017 meeting
and the large number of items already scheduled to be considered on that date
it was felt that the update should be considered by the Committee at its
meeting on 3 April 2017.
RESOLVED
that the proposed Audit Committee work programme for the 2016/17
municipal year, as attached at Appendix A of the report of the Committee
Services Manager and Committee Services Officer, be approved subject
to including the submission of an update on the development and
approval of an IT Disaster Recovery Plan to the meeting on 3 April 2017.
(Note:

The meeting commenced at 10.00 a.m. and concluded at 11.17 a.m.)
Chairman …………….……………….
Dated ………………………………….
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APPENDIX A
CIRCULATED AT AUDIT COMMITTEE (26 SEPTEMBER 2016)
Appendix B – Schedule of Further Changes to Statement of Accounts Certified 28th June 2016

Additional Changes to be made to the Statement of Accounts certified by Chief Finance Officer 28th June 2016.
Statement
of
Accounts
Page No
5

Section / Note

Comment

Narrative
statement para 6

The subjective Summary of income and expenditure to update in line with revised Note 28.

16

Movement in
Reserves
Statement

Total Council Reserves Increase/Decrease in year should be bracketed and showing as (157,294) rather than 157,294.

44

Note 3 – Critical
Judgements

Update table to show the correct classification of 89 schools as at 31 March 2016 - previously included 57 Community
and 5 Foundation The Pinnacle Trust, when should state 56 Community and 6 Foundation The Pinnacle Trust.

56

Note 12 –
Property, Plant
and Equipment.
Note 28 –
Amounts
Reported for
Resource
Allocation
Decisions
Note 39 - Leases

Typographical error total ‘Other Land & Buildings (HRA) should be £5,536k, typographical error £ 65,536k.

77

Presentation of Final table of future minimum lease receipts to be amended for correction of working paper analysis
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Minute Item 23

93

Update Reconciliation of Directorate Income and Expenditure to Cost of Services in line with the revised Reconciliation to
subjective analysis, all within Note 28.
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